SHEET 9 b

How can damage caused by infringement of trade
secrets be compensated?

Article L. 152-1 of the French Commercial Code states that any infringement of trade
secrets as defined in Articles L. 152-1 to L. 151-6 renders the perpetrator liable.

1 — Basis for compensation for the damage

Only the court has the authority to classify information as trade secrets and grant its
legitimate holder the protective measures prescribed by law.

The following cumulative criteria must be met, in accordance with Article L. 151-1 of the
French Commercial Code:

* 1. The information is not, of itself or in the exact arrangement of its elements, generally
known or readily accessible to persons familiar with this type of information because of
their sector of activity.

As a result:

e Information that is commonknowledge in one sector may constitute a trade secret
in another.

e A specific level of sophistication or technical detail in the information, or a certain
degree of expertise among those familiar with such information, is not required.

The content of negotiations with suppliers can qualify as a trade secret (Court of
Cassation, Commercial Chamber, 8 June 2017, no. 15-27.146).

For further case law examples, refer to: Paris Court of Appeal, No. 20-04388 of 20 May
2021, Paris Court of Appeal, No. 22/06168, of 28 September 2022, Paris Court of
Appeal, No. 22/08306, 23 November 2022, Paris Court of Appeal, No. 22/08306, 23
November 2022, Paris Court of Appeal, No. 22/01702, of 13 January 2023.

* 2. The information has real or potential commercial value due to its nature.

Consequently:
e Commercial value is inferred from its secrecy.
e Marketvalue need not be demonstrated in order to prove a secret's existence.

Examples illustrating the nature of secrecy: Paris Court of Appeal, No. 22/08306, 23
November 2022, Paris Court of Appeal, No. 22/06168, 28 September 2022.
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https://www.legifrance.gouv.fr/juri/id/JURITEXT000034905715?isSuggest=true
https://www.legifrance.gouv.fr/juri/id/JURITEXT000034905715?isSuggest=true

Regarding the relevance of the longevity of the information: Versailles Court of Appeal,
No. 20/03403, 10 February 2022, Paris Court of Appeal, No. 22/08306, 23 November
2022.

* 3. The information has been subject to reasonable protection measures by its legitimate
holder, having regard to the circumstances, intended to preserve its secrecy.

Case law examples:

e Notation at the foot of every page in a document (Paris Court of Appeal No.
22/08306, 23 November 2022).

e Documents stored in a company on ‘share point’ (a private website with restricted
access) (Paris Court of Appeal, No. 22/06168, 28 September 2022).

Under Article L. 151-2 of the French Commercial Code, the legitimate holder of a trade
secret is the person who lawfully controls it.

Therefore:
e Possessing a trade secret does not guarantee exclusivity;

e The onus is onthe person wishing to use the secret without the legitimate holder's
permission to prove eligibility for exceptions under the trade secrets protection
laws detailed in Articles L. 151-7 and L.151-8 of the French Commercial Code, in
particular that it would be justified on the grounds of the protection of a legitimate
interest recognized by European Union law or national law (for an example of a
document deemed to have been obtained or disclosed without the consent of its
legitimate owner, thus unlawfully “unless proven otherwise”, refer to Paris Court
of Appeal No. 22/08306, 23 November 2022);

e In some cases, a trade secret may not be enforceable against a contracting party
bound by a duty of disclosure (example relating to an affiliation contract: Court of
Cassation, Commercial Chamber, 5 June 2019, No. 18-10.359).

2 —Types of damage eligible for compensation

Article L. 152-6 of the French Commercial Code (effective from 14 December 2018)
stipulates that “in determining the compensation owed for damage actually sustained,
the court independently assesses:

1. The negative economic impact of the infringement of trade secrets, including loss of
earnings and loss incurred by the injured party, including loss of chance.

2. Moral damage inflicted on the injured party.

3. The profits accrued by the infringer, including savings made in terms of intellectual,
tangible, and promotional investments because of the infringement.

The court may, alternatively and at the request of the injured party, grant a flat rate sum
as damages, particularly to reflect the fees that would have been payable if the infringer
had sought permission to use the trade secret in question. This flat rate amount does not
exclude compensation for moral damages suffered by the injured party.”


https://www.legifrance.gouv.fr/juri/id/JURITEXT000038629747?isSuggest=true
https://www.legifrance.gouv.fr/juri/id/JURITEXT000038629747?isSuggest=true

Specifically, this may include the costs of acquisition and development that the infringer
would have needed to spend to achieve the same outcome.

In its opinion dated 15 March 2018, the French Council of State (Conseil d’Etat),
considering recital 30 of the Directive, points out that the aim is to ensure full
compensation for the damage actually incurred. In some instances, factoring in the
profits gained by the infringer of the trade secret may be more appropriate than focusing
on the negative economic impact on the injured party (for an example of an assessment,
refer to Paris Court of Appeal, 23 Nov. 2022, RG 22/08306). Additionally, it is advisable
to consult sheet 3A (assessing economic damage) and sheet 5 (compensation for moral
damage).

Article L. 152-6 of the French Commercial Code, concerning compensation for
infringement of trade secrets, is almost identical to the provisions of the French
Intellectual Property Code regarding the assessment of damage resulting from acts of
infringement of intellectual property rights, except regarding the award of a lump sum
payment as an alternative at the request of the injured party, in stipulating that this sum
should take into account the fees that would have been due if the infringer had sought
permission, without requiring that it be higher.

While the principles outlined in sheet 15 can be applied to compensation for infringement
of trade secrets, there are still differences, particularly because the protection does not
grant the legitimate holder of a trade secret exclusive rights over a product, service, or
innovation. For instance, it is not guaranteed that the assessment of commercial
interests, such as trade secrets, would be conducted in the same manner as for an
intellectual property (IP) right, even if the types of damage are similar to those specified
in IP legislation. Moreover, from a procedural standpoint, while the holder of a trade
secret cannot use the arsenal available for intellectual property infringement cases, they
do have recourse to actions based on Article 145 of the French Code of Civil Procedure
(CPC), which, while similar in intent, differs in its mechanics (application, order,
sequestration, etc.).

3 —Uniqueaspectsofthe action for compensation

Article L.152-2 of the French Commercial Code stipulates that actions for infringement
of trade secrets are time-barred five years from the date the legitimate owner of the trade
secret became aware, or should have become aware, of the final incident causing the
infringement.

The decree of 11 December 2018 repealed the specific regime for compensation actions

due to anticompetitive practices previously introduced in Articles R. 483-2 et seq. of the
French Commercial Code.

4 — Additional legal provision for trade secretinfringement

Article L. 152-5 of the French Commercial Code specifically addresses unintentional
violations of trade secrets, where the implementation of the prohibition and injunction
measures referred to in Article L. 152-3 would cause disproportionate damage to the
infringer, and payment of compensation to the injured party seems reasonably sufficient.
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In suchinstances, the amount of the compensation is capped and based on the fees that
would have been due had the infringer requested permission to use the trade secret
during the period when the use may have been prohibited.

The judge may order publicity measures based on Article L. 152-7 of the French
Commercial Code.

Under Article L. 152-8 of the French Commercial Code, a civil penalty may be levied
where delaying or unjustified proceedings are brought on the basis of a purported trade
secret infringement. This fine cannot exceed 20% of the claimed damages or, if there
are no damages, a maximum of 60,000 euros.
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