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Introduction

idely recognized as the birthplace of American man-
Wufacturing, Connecticut has long had a need to pro-

tect—and a long history of protecting—the innova-
tions of its citizens. Of course, protection for patentable subject
matter has its roots in the United States Constitution,! and re-
nowned inventors such as Samuel Colt, Igor Sikorsky, and even
Mark Twain made Connecticut one of the highest per capita pat-
ent-originating states in the country.

For nearly a century our Connecticut Supreme Court has also
recognized trade secret law as a means of protecting intellectu-
al property. In 1983, the legislature made Connecticut one of the
first states in the union to adopt the Uniform Trade Secrets Act
(“CUTSA”),? helping to cement a body of law that was develop-
ing around the country just as it was here in the Nutmeg state.
That uniform codification has now been enacted, with some mod-
ifications, in forty-eight states—excluding only New York, which
relies primarily upon its common law, and North Carolina.

In 2016, Congress established a federal private right of ac-
tion for trade secret misappropriation. In so doing, it created a
first-ever single, nationwide, uniform trade secret law known as
the Defense of Trade Secrets Act (“DTSA”).* Among other things,
the DTSA vested the federal courts with jurisdiction over vir-
tually every trade secret action “related to a product or service
used in, or intended for use in, interstate or foreign commerce.”
Further, it provides civil remedies, provisions for ex parte pro-
ceedings, injunctive relief, criminal penalties, and “whistle-
blower” protections.

These two forms of protection are distinctly different, and yet
they are highly complementary.

Trade Secrets Defined
Although the DTSA may appear more expansive than its state law
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counterpart in its definition of a trade secret, both protect all man-

ner of trade secrets provided two essential components are met:

B The information derives independent economic value, actual
or potential, from not being generally known to, and not being
readily ascertainable through proper means by, another per-
son who can obtain economic value from the disclosure or use
of the information, and

B The information is the subject of efforts that are reasonable un-
der the circumstances to maintain its secrecy.®

By definition, matters of public knowledge and skills that are
generally known to those with relevant education and training
cannot qualify for trade secret protection.”

Identification of Trade Secrets with Particularity
Typically, the first battle in any trade secrets case concerns the
amount of particularity a plaintiff must provide for the defendant
to understand the claim and defend against it. Although a plain-
tiff’s first instinct is to be general, even vague, in specifying what
it believes the defendant has stolen, the law generally requires a
plaintiff to describe its trade secret with sufficient particularity.® It
is not enough to point to broad areas of technology and assert that
something has been misappropriated.” Thus, a plaintiff will want
to walk the thin line between meeting standards of particulari-
ty,on the one hand, and on the other hand leaving itself the flex-
ibility to tailor its trade secrets claims to facts developed during
discovery. Otherwise, a plaintiff could inadvertently plead itself
out of the case with specificity that entirely misses what the de-
fendant has taken.

The defendant, however, will have a very different objective. It
will want the plaintiff to be as specific as possible from the outset so
that discovery may be narrowed and the plaintiff “pinned down,”
preventing an ever-changing claim. Further, a specific identifica-
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tion allows the defendant to test the plaintiff’s alleged trade secrets
against what is already in the public literature and generally known
to or ascertainable by those who are skilled in the field.

These two competing objectives drive the initial skirmishes
in any high-stakes trade secret litigation. While the law is clear
enough that the plaintiff has the burden of articulating its alleged
trade secrets with particularity, courts have also allowed plaintiffs
broad discovery and the right to amend their claims as discov-
ery reveals what the defendant may have taken." Indeed, courts
have held that it is unnecessary to define every minute detail of a
claimed trade secret at the outset of litigation, and that reasonable
detail is enough for a defendant to prepare a defense and for dis-
covery to be limited."

Trade Secret Misappropriation

Misappropriation is defined identically under the CUTSA and
the DTSA.”? To summarize, a misappropriation is any unautho-
rized acquisition, disclosure, or use of another’s trade secret. In-
dependent innovation, invention or design is always a defense to
a claim of misappropriation. Acquisition, disclosure, or use of a
trade secret by improper means is actionable. Under trade secret
law “improper means” includes theft, bribery, misrepresentation,
espionage, and breach or inducement of a breach of obligation
to maintain secrecy (i.e., breach of contractual confidentiality or
non-disclosure obligations and breach of fiduciary duty and du-
ties of loyalty).”

Proof of misappropriation by direct evidence is easy if discov-
ery reveals documents showing actual theft, use, or unauthorized
disclosure. Such cases are few and disposed of quickly, whether
by settlement or summary judgment. More often the party ac-
cused of misappropriation has been clandestine—requiring that
the necessary proof be established by circumstantial evidence and
inference." Accordingly, courts have held that proof of access to
trade secret information, together with proof of similar features in
competing products, methods, or processes, may sulffice to estab-
lish misappropriation.”® In some cases, courts have held that the
burden shifts to the defendant to prove that the plaintiff’s trade
secret was not used.'® Conversely, where a plaintiff cannot estab-
lish that competing products, methods, or processes share inno-
vative features, the proof will be insufficient to establish a misap-
propriation. Superficial similarity will not suffice.”

Patents vs. Trade Secrets
Patents offer a form of protection that is very different from trade
secrets. Trade secret status is lost as soon as the information is no
longer secret. But if reasonable efforts are made to maintain secre-
cy, a trade secret may last indefinitely. A patent, on the other hand,
is published by the U.S. Patent & Trademark Office (“USPTO”).
By definition the information in a patent cannot be a trade secret
because it is disclosed to the public. To incentivize this disclosure
and advancement of public knowledge, a patent owner is award-
ed a 20-year monopoly.’

Protecting intellectual property in innovations is often viewed
as involving a mutually exclusive choice between patents or trade
secrets. For example, trade secret protection may be pursued (i)
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for non-public aspects of an otherwise patented product or pro-
cess, (ii) where it may be difficult to prove infringement, such as
for inventions involving secret manufacturing processes, or (iii)
where the technology is rapidly evolving and may be outdated
when the patent issues. Yet, in many situations these protections
complement one another. Valuable information about a commer-
cial product or process that is not disclosed in a related patent
may be a trade secret.

In Life Spine, Inc. v. Aegis Spine, Inc., 8 F4th 531, 539 (7th Cir.
2021), the court affirmed a preliminary injunction against trade
secret misappropriation even though the plaintiff’s product em-
bodying the trade secret was patented. The defendant argued that
the information could not “remain a protected trade secret after
the [plaintiff] patented, displayed, and sold the device.” Id. at 541.
The Seventh Circuit rejected the argument because the patent did
not disclose the specific information that the plaintiff sought to
protect through trade secret law. Id. The court acknowledged that
“a company may not publicly disclose information in a patent
and then claim that the information is a trade secret.” Id. at 540.
However, “a company can maintain trade secret protection in the
undisclosed aspects of a product, even if it has publicly disclosed
other aspects of the same product.” Id.

In order to obtain a patent, the patent owner must disclose
sufficient detail in the patent to enable skilled persons to make
and use the invention. However, as in Life Spine, valuable trade
secrets are often not disclosed in the patent. This can occur where
the trade secret is not necessary to enable making and using the
invention, or where the trade secret is acquired after the patent is
filed. In such cases, the two forms of intellectual property com-
plement one another and enhance the overall protection of the
commercial product or process.

In contrast to a claim for trade secret misappropriation, a
claim for patent infringement does not require proof of improper
acquisition, disclosure, or use of secret information. Rather, a pat-
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ent confers on the patent owner the right to exclude others from
making, using, offering to sell, and selling the invention during
the term of the patent, regardless of whether the defendant cop-
ied or improperly acquired or used any information from the
patent owner.” In order to prove patent infringement, the pat-
entee must prove that every limitation in at least one claim is
present in the accused product or process, either literally or by
equivalents.”® The accused infringer will typically argue there is
no infringement because at least one limitation of each asserted
claim is absent from the product or process. Another common
defense is to assert that the patent is invalid. However, because
a patent is granted after the USPTO examines it, every patent is
presumed to be valid.* A party seeking to invalidate a patent in
district court must therefore prove invalidity by clear and con-
vincing evidence.”

Claim construction is often crucial in patent litigation and a
key factor in resolving the dispute. It involves the interpretation
of disputed terms in the asserted claims, which presents a ques-
tion of law for the court.” Since the claims must be construed in
the same manner for purposes of determining both infringement
and invalidity,* the patent owner will argue a claim construc-
tion that is sufficiently broad to include the accused product or
process, but sufficiently narrow to preserve its validity. The de-
fendant, on the other hand, may argue for a more narrow con-
struction to avoid infringement and /or a broader construction to
establish invalidity.

When relying on prior art to prove invalidity, a defendant can
assert that the patent claim is (i) not novel or “anticipated,” or
(ii) “obvious,” meaning the claimed invention would have been
obvious to a person of ordinary skill in view of the prior art.”
Disclosures made to the public either before the invention date
or patent filing date may be asserted as prior art to support such
a defense.® A defendant also may assert invalidity based on a
failure to meet one or more statutory requirements, including for
(i) indefiniteness, where a claim is ambiguous, indeterminate, or
otherwise fails to inform persons skilled in the art with reason-
able certainty of the scope of the invention,? (ii) failure to comply
with the written description requirement, where the patent fails
to describe the full scope of the claimed invention,® or (iii) ineli-
gible subject matter.?

Petitions for inter partes review (“IPR”) before the USPTO
have become a popular procedure for attacking patent validi-
ty. Over 1,000 petitions for IPR were filed each year during the
past 10 years.*® An IPR may only be brought on grounds that
the challenged patent is invalid based on prior art patents or
printed publications.’® A defendant must file a petition for IPR
within one year of being served a complaint for infringement,
and the USPTO must institute the IPR if the petitioner shows a
“reasonable likelihood” of prevailing on “at least one claim.”*
In contrast to the clear and convincing evidentiary standard
applied in federal court, the USPTO applies the lower prepon-
derance of evidence standard to determine validity.® If the
USPTO institutes IPR, a district court is likely to stay the litiga-
tion before, often resulting in a multi-year delay of an infringe-
ment claim.*
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Remedies for Trade Secret Misappropriation
Whether under the CUTSA or the DTSA, civil proceedings for
misappropriation of trade secrets permit recovery of mone-
tary damages and injunctive relief.> Monetary damages may
include lost profits, lost costs of development (research and
development damages), unjust enrichment (disgorgement of
defendant’s profits), and reasonable royalties on defendant’s
sales.’ The court also has discretion to award attorneys’ fees
and punitive damages in the event of willful and malicious
misappropriation®”

The purpose of monetary damages is to compensate the plain-
tiff for lost value of its trade secret.® Often, this will take the form
of profits on sales the plaintiff would have made but did not make
due to the misappropriation.” However, where the defendant has
actual sales, the lost value may be compensated by disgorgement
of the defendant’s profits or a reasonable royalty on its sales.”’ Yet
another means of measuring value—sometimes referred to as a
proxy for the value of the trade secret—is the cost of developing
the trade secret, such as R&D costs.*!

In determining lost profits, courts may consider profits on the
sales the plaintiff would have made and would have reasonably
expected to make in the future, but for the misappropriation.*?
Unlike some jurisdictions, Connecticut plaintiffs must make an
election between recovery of their own lost profits and disgorge-
ment of defendants’ profits.”

Damages must be limited to the amounts caused by the mis-
appropriation and proved with reasonable certainty, not arbitrary
assumptions or guesswork.* Further, where multiple trade se-
crets are claimed, damages must be proved with respect to each
specifically alleged trade secret so that the finder of fact may
avoid the risk of overlapping damages or an award that provides
a double recovery in the event a misappropriation is determined
with respect to more than one trade secret.*

A plaintiff may recover all R&D costs reasonably and exclu-
sively tied to the development of the misappropriated trade se-
cret.* But a troublesome issue presents itself with respect to cost
of development damages when, despite the misappropriation,
the value of the trade secret is not entirely destroyed; i.e., the
plaintiff retains some benefit and use of the trade secret in parallel
with the defendant.

“[TThe value of the secret to the plaintiff is an appropriate mea-
sure of damages only when the defendant has in some way de-
stroyed the value of the secret. The most obvious way this is done
is through publication, so that no secret remains. Where the plain-
tiff retains the use of the secret ... and where there has been no ef-
fective disclosure of the secret through publication the total value
of the secret to the plaintiff is an inappropriate measure.”* In this
instance a plaintiff is not entitled to recover all of its R&D expense
because it has not lost the entirety of its value. In such a situation
the plaintiff has to prove, usually through expert testimony, that
portion of its R&D expense that may fairly be attributed to the
defendant’s use.

Unjust enrichment damages, on the other hand, may be mea-
sured not only by a defendant’s wrongfully gained profits,*® but
also by the value of its wrongfully gained “head start.”* Although
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potentially difficult to quantify, this may include R&D costs the
defendant avoided through its theft.”

As to a reasonable royalty, the plaintiff must prove what the
plaintiff and defendant would have agreed to following a hypo-
thetical arms-length negotiation of a license.” In most instances
this will require expert testimony related to fifteen factors first
articulated in Georgia—Pacific Corp. v. U.S. Plywood Corp., 318 F.
Supp. 1116, 1120 (S.D.N.Y. May 28, 1970), the so-called Georgia Pa-
cific factors.”

Willful and malicious misappropriation in the context of
trade secret misappropriation requires proof of a specific in-
tent to cause actual or constructive harm.® If proved, the court
may;, in its discretion, award punitive damages up to twice the
amount of compensatory damages.* In addition, the Court may
award reimbursement of the plaintiff’s reasonable attorneys’
fees.” Conversely, a defendant may be awarded its attorneys’
fees in the event a misappropriation claim was advanced in
bad faith.>

Remedies for Patent Infringement

As with trade secrets, there are two basic remedies for patent in-
fringement: monetary damages and injunctive relief.”” Monetary
damages can include compensatory damages in the form of a rea-
sonable royalty (the statutory minimum) or lost profits, enhanced
damages up to three times the compensatory damages, in extraor-
dinary cases, and attorneys’ fees.

As is the case in trade secrets cases, a reasonable royalty is the
amount that a reasonable patentee and accused infringer would
arrive at if they were to engage in arms-length license negotia-
tions and is generally governed by the same Georgia Pacific factors.

To receive lost profits, on the other hand, “the patent holder
must demonstrate that there was a reasonable probability that,
but for the infringement, it would have made the infringer’s
sales.”?® Courts apply the test outlined in Panduit Corp. v. Stalin
Bros. Fibre Works, Inc. to assess entitlement to lost profits, includ-
ing (i) demand for the patented product, (ii) absence of accept-
able non-infringing substitutes, (iii) the patentee’s capability to
exploit the demand, and (iv) the amount of profit the patentee
would have made.”’

A court has discretion whether to award enhanced damag-
es up to three times the compensatory damage award.® In Halo
Elecs., Inc. v. Pulse Elecs., Inc., the Supreme Court held that courts
may award enhanced damages in their discretion in cases of egre-
gious misconduct beyond typical infringement.*!

A court may award reasonable attorneys’ fees to either the patent
holder or alleged infringer as a prevailing party.”* However, this is
reserved for exceptional cases, i.e., one that stands out from others
regarding either the substantive strength of a party’s litigation po-
sition, or the unreasonable manner in which the case was litigated.®®

A court may award injunctive relief only on balancing the fol-
lowing factors: (i) whether the patentee suffered an irreparable
injury; (ii) whether remedies available at law, including monetary
damages, are inadequate to compensate for the injury; (iii) after
considering the balance of hardships between the parties, wheth-
er an injunction is warranted; and (iv) whether an injunction may
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be a disservice to the public interest. If the patentee and the ad-
judged infringer compete in the same marketplace, the likelihood
of obtaining injunctive relief is high.

Conclusion

Connecticut practitioners have two distinct and complimentary
bodies of law to ensure that Connecticut remains a hub for dis-
covery and innovation for years to come. ll
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