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Seczion I, NEW SECTION. 550.. SHQRT TITLZ.
nis chaprer sha..l D& KacwnR a

rade Secrets act”.

. 2. NEW SECTICN. 535.2 DIFINITIONS.

A5 used in tnis chnapter, uniess tne context gtherwise
s

1. "Inproper means" means theic, bribery,
misrepresentation, breacn or inducement of a breach of a cuty
ain secrecy, ©r esplonage, inciuding but not iimited
o espicnage through an electronic device.
2. “"<nows" or "knowledge' means that a perscon has acrual
<nowiedge of nformation or & clrcumstance O
nas reason To <now of ot informaticn or cilrcumscance.

3. "Misrepresent “ means doing any of cthe following:

a. Acgulsition cf a

v
T
b
o
3 (U

rade secret by a person who knows
tnat the trade secre:t is acguired by improper means.

5. Discleocsure or use 0f a trade secret by & persocn who
USEesS IMDISPer means to acguire the trade secret,

c. Disclosure or use ¢f a :trade secret by a person who at

cne time of dlsgliosure or use, knows that the trade secret isg

9}

erived from or tarough a person who nad utilized Lmproper
means to acquire the rtrade secret.

d. Disclosure cr use of trade secret by a person who at
che time of dilsclosure or use knows that the tracde secret is
acquired under circumstances giving rise to a duty to maintain
LIS Secrecy or iimit its use.

e. Disclosure or use of a trade secret by a person who at
tne time of cdisclosure ¢or use xnows tnat the trade secret Lis
derived frem or througn a person who owes a duty to maintain
the trade secret’s secrecy Or limlt its use.

£. ©oisclgsure or use of a trade secret by a person who,
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m, device,

v . - : : S
iimited to & formuila, pattern, fomplicatliln, DIOGH

a
metned, technique, Or process chat is elther of the Icllowing:

a. Derives independent econcmic value, agtual or
potential, from nct being generaily known 5, andé non heing
reaClly ascertainacle by prcper means Dy i persCh aonls 0
obtain economic value from 1its disclcsure or use,

o. Is the subject of efforts that are reascnable under the
circumstances to maintain its secrecy.

Sec. 3. NEW SECTION. 550.3 INJUNCTIVE RELIEF.

L. The owner of g trade secret may peétition the distri
court to &nsoin an actual or znreatened misappropriatlch.

Jpcn application to thne district ccurt, am Injunction 3nha’l de

erminated when the trade secret has ceased to exist.
However, the injunction may be continued for an additizn
reasonaoie period cf time in order to eiiminace a commer
advantage that otherwise would be derived from the
misappropriation.

2. In excepticnal circumstances, an injunction may
cond:tion future use of a trade secret upcn payment of &
reasonable royalty. The payment of & rcyalty shail contlnue
for a period no longer than the period Ior wnich use of the
trade secret may be prohibited. Exceptional circumstances
include, but are not limited zo, a material ard prejudicia:l
change of position of the person prior t¢ acguiring knowledge
of a misappropriation that renders a prohibitive injunction
ineguitable.

3. In appropriate circumstances, affirmative acts to
protect a trade secret may be compellied by court o

Sec. 4. NEW SECTION. ©550.4 DAMAGES.

L. Except toc the extent that & material and prejudicial
o acq

hange of a perscn's posltion cccurs prior ¢

!
xncwieage Of & misapproprilation &nG renders =z mONETAar)
a

reccvery ineguitable, an owner of a3 trace secret is encitled

to recover damages f{or che misappropriation. DTamages may

incluce the actual loss caused by the milsappropriacion, and
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2. If a person ccommits @ wiilful and malicious

misappropriation, the court may award exemplary damages in an
amcunt not exceeding twice the award made under subsection 1.
Sec. 5. NEW SECTION. 550.5 DEFEN -— CONSENT OF

W
te

——

In an acticn for lnjunctlve relief or damages against a
werscn snder Tnis chapter, it shall ne a complete defense thaz
the perscn disclosing a trade secret made the dilsclosure with
tne impiled or express consent of the owner of the trade
secret.,

Sec. 6. NEW SECTION. 550.6 ATTORNEY FEES.

The court may award actual and resascnabie attorney fees to

tnhe prevalliing party in ar action under this cnapter if any
the followling is applicabie:

1. A claim of misappropriatcion is made in pad faith.

2. A motion to terminate an ianjunction (s made or resisted

in

aé faith.

&

J. A person acts willfully and maliciously in the
misappropriation.
Sec. 7. NEW SECTION, 5530.7 PRESERVATION OF SECRECY.

In a2n action brought under this chapter, a court shall
preserve the secrecy of an aileged trade secret by reasonable
means, inciuding but nct limited Lo granting protective orders

' s, nolding :n-camera

N CONNEeltich wihn CLugcov
e

ticn, and orcering a

person lavolved In che lltigation not to disciose an alleged
irade sSecrei wilnoutbt DIior courg approvadl.
S2¢. 8. NEW SZCTION. 550.& STATUTE OF LIMITATIONS.

An action for misappIopriation under als chapter must be
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years aZl:er

discovered or should have been disceovered by the exercise of
reasonaole diligence., TFor purposes cf Inis sacrnion, a

2
§ Misapprepriation c¢onstitutes s single
EXPLANATION
rerating G the
Act, the

mode s

creates a new chapter 550,
$. 1t is based on a

trade secret
Secrects Act, drafted by the national ccnference
of commissioners on uniform state
cause of acticn by the owner ¢f a
rson misappropriating the secret. It
injunctive relief and damages, including

fees, it

P

he payment of attcrrey
secrecy of a trade secr2t during tne

Di1il

may act to preserve the

legal proceedings. The includes a statute of

limitations.
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SENATE FILE 2395
5-5414
1 Amend Senate File 2395 as follows:
2 l. Page 1, line 14, by striking the word
3 ""Misrepresentation"" and inserting the following:
4 ""Misappropriation"".
By MICHAEL E. GRONSTAL

S-5414 FILED MARCH 8, 1990
ADOPTED Qf Pus )

SENATE FPILE 2395
S-5415
- .Amend Senate File 2395 as follows:
1. Page 4, by inserting after line 4, the
following:

"Sec. _ . The state board of regents institutions
have done it again! One of these prestigious
institutions has sent its men's basketball team to the
National Collegiate Athletic Association's annual
basketball championship tournament. ‘In order to
assist the citizens of Iowa that are fans of the
mighty 22-8 Panthers of the University of Northern
Iowa to attend the opening round of the tournament,
the state department of transportation is directed to
provide airplane transportation for these citizen-fans
to travel to and return from the opening round site to
see those mighty Panthers conquer again."”

By JIM LIND
JOY CORNING

S-5415 FILED MARCH 8, 1990
WITHDRAWN (f.¢¢7)
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(SUCCESSOR TO SSB 2260)

(AS AMENDED AND PASSED BY THE SENATE MARCH 8, 1990)
- New Language by the Senate
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A BilLL FOR

1l An Act relating to the protection of trade secrets and providing
2 remedies.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF TEE STATE OF IOWA:

SF 2335
da/cc/26




W ~J O s W

1l
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

s.r. 2398 u.r.

Section 1. NEW SECTION. 550.1 SHORT TITLE.
This chapter shall be known and may be cited as the

"Uniform Trade Secrets Act”.
Sec. 2. NEW SECTION. 550.2 DEFINITIONS.

As used in this chapter, unless the context otherwise

reguires:

1. "Improper means" means theft, bribery,
misrepresentation, breach or inducement of a breach of a duty
to maintain secrecy, or espionage, incliluding but not limited
to espionage through an electronic device,

2. "Knows" or "knowledge" means that a person has actual
knowledge of information or a circumstance or that the person
has reason to know of the information or circumstance.

3. "Misappropriation" means doing any of the following:

a. Acqulsiticn ¢of a trade secret by a person who knows
that the trade secret is acquired by improper means.

b. Disclosure or use of a trade secret by a person who
uses improper means to acquire the trade secret.

¢. Disclosure or use of a trade secret by a person who at
the time of disclosure or use, knows that the trade secret 1is
derived from or through a person who had utilized improper
means to acquire the trade secret.

d. Disclosure or use of a trade secret by a person who at
the time of disclosure or use knows that the trade secret is
acquired under circumstances giving rise to a duty to maintain
its secrecy or limit its use.

e. Disclosure or use of a trade secret by a person who at
the time of disclosure or use knows that the trade secret is
derived from or through a person who owes a duty to maintain
the trade secret's secrecy or limit its use,

f. Disclosure or use of a trade secret by a person who,
before a material change in the person's position, knows that
the information is a trade secret and that the trade secret
has been acquired by accident or mistake.

4. "Trade secret" means information, inc¢cluding but not
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limited to a formula, pattern, compilation, program, device,
method, technique, or process that is either of the following:

a. Derives independent economic value, aciuail or
potential, from not being generally known to, and not being
readily ascertainable by proper means by a person able to
obtain economic value from its disclosure or use.

b. Is the subject of efforets that are reasonable under the
circumstances to maintain its secrecy.

Sec. 3. NEW SECTION. 550.3 INJUNCTIVE RELIEF.

1. The owner of a trade secret may petition the districe:

court to enjoin an actual or threatened misappropriation,

Upon application to the district court, an injunction shall be
terminated when the trade secret has ceased to exist.

However, the injunction may be continued for an additional
reasonable period of time in order to eliminate a commercial
advantage that otherwise would be derived from the
misappropriation.

2. In exceptional circumstances, an injunction may
condition future use of a trade secret upon payment of a
reasonable royalty. The payment of a royalty shall continue
for a period no longer than the period for which use of the
trade secret may be prohibited. Exceptional ¢ircumstances
include, but are not limited to, a material and prejudicial
change of position of the person prior to acquiring knowledge

of a misappropriation that renders a prohibitive injunction

inequitable,
3. In appropriate circumstances, affirmative acts to
protect a trade secret may be compelled by court order.

Sec. 4. NEW SECTION, 550.4 DAMAGES.
1. Except to the extent that a material and prejudicial

change of a perscn's position occurs prior to acquiring
knowledge of a misappropriation and renders a monetary
recovery inequitable, an owner of a trade secret is entitled
to recover damages for the misappropriation. Damages may

include the actual loss caused by the misappropriation, and

-2-
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the unjust enrichment caused by the misappropriation which is
not taken into account in computing the actual loss. In lieu
of damages measured by any other methods, the damages caused
by misappropriation may be measured by impositicn of liability
for a reasonable royalty for a person's unauthorized
disclosure or use of a trade secret.

2. If a person commits a wiliful and malicious
misappropriation, the court may award exemplary damages in an
amount not exceeding twice the award made under subsection 1.

Sec. 5. NEW SECTION. 550.5 DEFENSE --~ CONSENT OF
DISCLOSURE.

In an action for injunctive relief or damages against a

person under this chapter, it shall be a complete defense that
the person disclosing a trade secret made the disclosure with
the implied or express consent of the owner of the trade
secret.

Sec. 6. NEW SECTION. 550.6 ATTORNEY FEES.

The court may award actual arnd reasonable attorney f{ees to

the prevalling party in an action under this chapter if any
the following is applicable:

1. A claim of misappropriation is made in pad faith.

2. A motion to terminate an injunction is made or resisted
in bad faith.

3. A person acts willfully and maliciously in the
misappropriation.

Sec. 7. NEW SECTION, 550.7 PRESERVATION OF SECRECY.

In an action brought under this chapter, a court shall
preserve the secrecy of an alleged trade secret by reasonable
means, including but not limited to granting protective orders
in connection with discovery proceedings, holding in-camera
hearings, sealing the records of the action, and ordering a
person involved in the litigation not to disclose an alleged
trade secret without prior court approval.

Sec. 8. NEW SECTION. 550.8 STATUTE OF LIMITATIONS.

An action for misappropriation under this chapter must be

..3_
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1 brought within three years after the misappropriation 1is

2 discovered or should have been discovered by the exercise of
3 reasonable diligence. For purposes of this section, a

4 continuing misappropriation constitutes a single claim.
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A BILL FOR

An Act relating to the protection of trade secrets and providing
remedies,
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 550.1 SHORT TITLE.
This chapter shall be known and may be cited as the

"Uniform Trade Secrets Act".
Sec. 2, NEW SECTICN, 550.2 DEFINITIONS.
As used in this chapter, unless the context otherwise

requires:

1. "“Improper means" means theft, bribery,
misrepresentation, breach or inducement of a breach of a duty
to maintain secrecy, or espionage, including but not limited
to espionage through an electronic device.

2. "Knows" or "knowledge" means that a person has actual
knowledge of information or a circumstance or that the person
has reason to know of the information or circumstance.

3. "Misrepresentation" means doing any of the following:

a. Acgquisition of a trade secret by a person who Knows
that the trade secret is acquired by improper means.

b. Disclosure or use of a trade secret by a person who
uses improper means to acquire the trade secret.

c. Disclosure or use of a trade secret by a person who at
the time of disclosure or use, knows that the trade secret is
derived from or through a person who had utilized improper
means to acquire the trade secret.

d. Disclosure or use of a trade secret by a person who at
the time of disclosure or use knows that the trade secret is
acquired under circumstances giving rise to a duty to maintain
its secrecy or limit its use.

e. Disclosure or use of a trade secret by a person who at
the time of disclosure or use knows that the trade secret is
derived from or through a person who owes a duty to maintain
the trade secret's secrecy or limit its use.

£f. Disclosure or use of a trade secret by a person who,
before a material change in the person's position, knows that
the information is a trade secret and that the trade secret
has been acquired by accident or mistake.

4. "Trade secret" means information, including but not

_l_
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limited to a formula, pattern, compilation, program, device,
method, technique, or process that is either of the following:

a. Derives independent economic value, actual or
potential, from not being generally known to, and not being
readily ascertainable by proper means by a person able to
obtain economic value from its disclosure or use.

b. Is the subject of efforts that are reasonable under the
circumstances to maintain its secrecy.

Sec. 3. NEW SECTION. 550.3 INJUNCTIVE RELIEF.

1. The owner of a trade secret may petition the district

court to enjoin an actual or threatened misappropriation.

Upon application to the district court, an injunction shall be
terminated when the trade secret has ceased to exist.

However, the injunction may be continued for an additional
reasonable period of time in order to eliminate a commercial
advantage that otherwise would be derived from the
misappropriation.

2. 1In exceptional circumstances, an injunction may
condi*ion future use of a trade secret upon payment of a
reasonable royalty. The payment of a royalty shall continue
for a period no longer than the period for which use of the
trade secret may be prohibited. Exceptional circumstances
include, but are not limited to, a material and prejudicial
change of position of the person prior to acquiring knowledge
of a misappropriation that renders a prohibitive injunction
inequitable.

3. In appropriate circumstances, affirmative acts to
protect a trade secret may be compelled by court order.

Sec. 4. NEW SECTION. 550.4 DAMAGES.

1. Except to the extent that a material and prejudicial

change of a person's position occurs prior to acquiring
knowledge of a misappropriation and renders a monetary
recovery inequitable, an owner of a trade secret is entitled
to recover damages for the misappropriation. Damages may
include the actual loss caused by the misappropriation, and

-2=
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the unjust enrichment caused by the misappropriation which is
not taken into account in computing the actual less. In lieu
of damages measured by any other methods, the damages caused
by misappropriation may be measured by imposition of liability
for a reasonable royalty for a person's unauthorized
disclosure or use of a trade secret.

2. If a person commits a willful and malicious
misappropriation, the court may award exemplary damages in an
amount not exceeding twice the award made under subsection 1.

Sec. 5. NEW SECTION. 550.S5 DEFENSE =- CONSENT OF
DISCLOSURE.

In an action for injunctive relief or damages against a
person under this chapter, it shall be a complete defense that
the person disclosing a trade secret made the disclosure with
the implied or express consent of the owner of the trade

secret.
Sec., 6. NEW SECTION. 550.6 ATTORNEY FEES.
The court may award actual and reasconable attorney fees to

the prevailing party in an action under this chapter if any
the following is applicable:

1. A claim of misappropriation is made in bad faith.

2. A motion to terminate an injunction is made or resisted
in bad faith.

3. A person acts willfully and maliciously in the
misappropriation. |

Sec. 7. NEW SECTION. 550.7 PRESERVATION OF SECRECY.

In an action brought under this chapter, a c¢ourt shall
preserve the secrecy of an alleged trade secret by reasonable

means, including but not limited to granting protective orders
in connection with discovery proceedings, holding in-camera
hearings, sealing the records of the action, and ordering a
person involved in the litigation not to disclose an alleged
trade secret without prior court approval.

Sec. 8. NEW SECTION. 550.8 STATUTE OF LIMITATIONS.

An action for misappropriation under this chapter must be

-3-




®

35

W R N O W e W

W W W W RN RN R NN NN N e P e e
B> W O W SOV e WN O~ O WO NNl W O

brought within three years after the misappropriation is
discovered or should have been discovered by the exercise of
reasonable diligence. For purposes of this section, a
continuing misappropriation constitutes a single claim.
EXPLANATION .
The bill creates a new chapter 550, relating to the
protection of trade secrets. It is based on a model Act, the
Uniform Trade Secrets Act, drafted by the national conference
of commissioners on uniform state laws. The bill provides a

-

cause of action by the owner of a trade secret against a
person misappropriating the secret. It provides for
injunctive relief and damages, including exemplary damages and
the payment of attorney fees. It also provides that a court
may act to preserve the secrecy of a trade secret during the
legal proceedings. The bill includes a statute of
limitations.

LSB 8156SC 73
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SENATE FILE 2393

AN ACT
RELATING TO THE PROTECTION OF TRAGE SECRETS ANDL PROVIDING
REMEDIES.

AF 11 ENACTED 9Y THE GENZRAL ASSIMBLY OF THE STATE OF 10WA:

Secyion 1. 5%0.,1 SHORT TITLE.

This chapter shali Le kaown and may be cited as the
“Uniform Trade Secrets Act”.

Sec. 7. NEW SECTION. 550.2 DEFINITIONS.

As used in this chapter, unless the context otherwise
TEGULTES:

1. “Improper means” means thett, beibery,
misrepresentation, breach or inducement of a breach of a duty
to maintain secrecy, or espionage, including but not limited
Lo espionage thiough an electronic device.

2. "Knows" or “knowledge" means that a person has actual
knowledge of information or a circumstance or that the person
has reason to know of the information or ciccumstance.

3. “Misapprepriation” means doing any of the following:

a. Acguisit.on of a trade secret by & person wno knows
tkat the tcade secret 18 acquiced by 1mproper zeans.

w. Disclosure or use of a4 trade secret by a person wha

improper reans 1o acquire the trade secret.

¢. Disclosuce or uee of a trade socret by a perscn who
the vime of disclosuce or use, xniws that the trade secret
derived from ot through a perscr who had utilized improper
reans no acquire the trade secrer.

d. Disclosure or ase of & trade secrat by a person «who at

the time of disclosute Cr Lse knows that the Ltade secret S

acguared under ciroumstanues qaviag rise to & duty to fdintain

ttG segceay or Lumit Gbg use.
e Misclesare of use of a4 btrade fecret by a person who at

cme Lime of Aisclescre or use %aows LEat the rrade secret (s

Senate File 2395, p. 2

derived from or through a perscr whno owes 4 daty te mraintais
1he trade secret's sccrecy or lirat a1ts use.

£. Disclosure or use of & trade secret by a persun who,
before a material change in Lhe person's pasition, knows that
the information 1s & trade secret and that the trade secrat
has been acquired by accident or mistake.

4. “Trade secrel” means information, incloding bat not
limited to a formula, patlert, compilatior, program, device,
mebhod, technique, or process that is either of the following:

a. Derives independent econonic value, actual or
potential, fron not being generally known to. and not being
readily ascertainable by proper means by a person able to
obtain economic valtue Erom ita disclosure or use.

p. Is the subject of efferts that atc reasonable under the
circurstances to maintain its secrecy.

Sec. 3. NIW SFCTION. 54%0.3 INJUNCTIVE RELIFF.

1. The owner of a trade secret may pet:ition the distract
court to enjioin an actual cor threatened misapproptiation,
Upon application o the district court, an injunction shall be
terminated when the trade sccret has ceased to exist.
Fowever, the injunction may be continucd for an addit:onal
reazonable period of time in ocrder to climinate a commercial
advartage thal otnerwise wonld be derived Jfrom the
misappropeiation.

2. In exceptional circumstances, an injanction may
condition future use of a trade secret upon payment ol a
reascrable royasty. The paynent of & toyalty shall continue
ter a period no lorger than tne period for which use of the
trade secret may be prohibited, Fxceptional caircumslances
include, but are not lieated -0, a matec:al and prejudicial
change of position of the peerson prior to acquiting knewleaqge
of a misappropriadticn Lhat rendors a probibitive injuncticn
negathable.

1. In appropriate circumstarces, aifirmative acts To
protect a trade secret rey oo corpelled Ly court arinc.

Sec. 4. NEW _SFCTION.  540.4  JAMAGES,




Senghe File 2395, p. 3

L. Zxcept to the cxtent that o nateria: and prejudicial
change aF & pergson's positidn Coours prior Lo aaguirang
knowladge of o MIisappropiation and renders a4 menesary
recovery Loequitable, an owner Of 4 trade seceet 1§ entitled
to recover damages for the risapcropnriation,  Darages mav
incoude the actual L0ss caused ny Lhe misappoopriation, and
the wnjust aorichrent coused by the misapprogpriaticn whieca 15

not taken into accoant 1o corputing the acta2: less, o llen

ot damages measured by any ostker wethads, ne Jamages cdused

by misapprepriation cay be measured by ieposition of iiabi.ity
for a reasoradble royality for a petson’'s urausaorized
disclosure or use of a trade secce:.

2. If a persen commits a w1 1fal and malicicus
mizappropr.ation, the court may awacd exenslary damages in an
amount. not exceeding rwice thae award made under subswection Y.

Se¢. B, NEW SECTION. 550.5% DEFTHSE ~~ CONSENT OF
DISCLOGHRE.

In an acticn for njunctive telict or daragqes agaiest a
persor under this chapter, it shall be a corplete defense that
the person disclosieg a trade seccet made the disclosure with
the 1nplied or express consent of the owner of the “rade
secret .

Sec. 6. HEW SECTION. %%0.4  ATTORNEY FEES.

The court may award actual acd reasonable attarsey foes to
the prevalling party 1o an action under this chapte: i€ any
the follewing is apolicable:

L. A clasr of misapprepriatier 1o made in ba? faruh.

.0 A Mot oon e FEENLNALe an LR JUNChion LS rade or resistes)
in bad faith,

Joo A persen aces wilifully and amalimcusly an che
MLLAPPEGPE tat 1an,

Ser. Yo MW SACTION.  S%0.7  PUISERVATION OF SECRECY.

lee an actaon areught urder =aas chapter, a court @nall

presesve the socrecy of an alleged *rade necret oy reasonazisa

reans, incioding butones limted ta o granting protect ove acders

ir cennectise with discovery prooeedings, holding in-carera
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