
T
wo forms of intellectual 
property—patents and 
trade secrets—are used 
to protect technological 
innovations. Common 

wisdom is that businesses must 
choose one or the other, because 
patents and trade secrets have 
conflicting requirements. While 
that is largely the case, it is pos-
sible to simultaneously use both 
forms of protection, if the business 
carefully and strategically man-
ages the use of each to protect 
its position.

A recent Federal Circuit decision 
Texas Advanced Optoelectronic 
Solutions v. Renesas Electronics. 
America (Fed. Cir. 2018) (the TAOS 
case), involved both the assertion 
of patent and trade secret claims, 
both of which were directed to 
the same technology. The court’s 
detailed decision highlights both 
strategies to simultaneous use 
patent and trade secret law, and 
limitations on each of the IP rights.

Patents vs. Trade Secrets

There is a fundamental contra-
diction between patent and trade 
secret rights. Patent rights are 
grounded in the theory that an 
inventor should disclose to the 
public (through an application filed 
with the Patent Office) his inven-
tion, and thereby enrich the general 
knowledge in a particular field. In 
exchange, if the rigorous require-
ments for patenting are met, the 
inventor (or more typically, his or 
her assignee) are granted a limited 
monopoly to make, use, or sell the 
technology.

Trade secrets, in contrast, 
depend on the owner using the 
trade secrets in a business, and, 
as their name implies, taking rea-
sonable efforts to keep the trade 
secrets confidential.

Disclosing an invention in a 
patent application terminates 
trade secret rights, since that is 
tantamount to disclosing them to 
the public. (Patent applications, 
whether issued or denied, are gen-
erally published and available on 
the PTO website 18 months after 

filing.) So, at least in the long run, 
businesses must choose wheth-
er to protect their technologies 
through patents or trade secrets.

There are other significant differ-
ences. Patents are granted by the 
Government; until the Patent Office 
issues the patent, the inventor has 
no rights. Trade secret rights vest 
immediately when a business uses 
particular information in its busi-
ness and makes efforts to maintain 
it as confidential.

Patents are of limited duration—20 
years from filing. Trade secrets 
potentially are of limitless time.

Trade secret law only protects 
against “misappropriation”—
meaning obtaining the information 
through some wrongful means, typi-
cally a breach of confidence by an 
employee. Trade secret law does 
not protect against either inde-
pendent invention (someone else 
inventing the same idea without any 
input from the trade secret owner), 
nor against “reverse engineering,” 
which could mean that a competi-
tor simply buys the product on the 
market and through examination 
and analysis learns the technology.
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Patents protect against any use 
of the patented technology, includ-
ing independent invention and 
reverse engineering.

‘TAOS’ Case

TAOS and Intersil competed in 
the market for ambient light sen-
sors, which detect the level of light 
and adjust screen brightness in 
computers and other electronic 
devices. The sensors are sold to 
electronic device manufacturers 
like Apple, who incorporate them 
in their products. TAOS claimed 
both patent and trade secret rights 
in technology for these products.

As the Federal Circuit decision 
illustrates, the owner of an inven-
tion can, to some extent, use both 
forms of protection together. But 
the case also illustrates some limi-
tations. Here are the most salient 
takeaways:

Combinations of Patented Fea-
tures. TAOS’s patent disclosed two 
features of its technology, both 
disclosed in the same patent. But, 
nothing in the patent disclosed 
that the two features should be 
used in combination. That, TAOS 
argued, was still protected by 
trade secret law—and the Federal 
Circuit agreed. The fact that both 
features had been disclosed in the 
patent did not mean that the pat-
ent taught that the two should be 
used together. Rather, TAOS main-
tained that as a secret.

The takeaway, of course, is that 
technology companies might 
patent some of their inventions 

but hold back as a trade secret 
additional advantages gained, for 
example, by combining different 
aspects of the invention.

Already Known Information. On 
the other hand, the Federal Circuit 
rejected one of the trade secret the-
ories advanced by TAOS, directed 
to use of relatively inexpensive plas-
tic (instead of glass) in the product. 
The evidence showed that defen-
dant Intersil had already been using 
(or already knew) such information 
before it had been exposed to such 
information from TAOS.

This illustrates a major limita-
tion on trade secret protection—it 
only protects from “misappropria-
tion,” not use of information inde-
pendently known or developed by 
a competitor.

Reverse-Engineering and ‘Head 
Start’. The jury awarded TAOS over 
$48 million in Intersil’s profits. The 
Federal Circuit reversed because 
the vast majority of these prof-
its were earned long after TAOS 
released the product to market—
and Intersil could have acquired a 
sample and “reversed engineered” 

the technology. “Accessibility by 
proper means rendered the pho-
todiode array structure no longer 
a protected secret.”

This is notable because, even 
though Intersil had misappropriat-
ed at least one trade secret (which 
the Federal Circuit affirmed), the 
damages period had to be limited 
to the point in time when Intersil 
could have acquired TAOS’s prod-
uct on the market and then learned 
enough to recreate the structure 
in its own product.

Nevertheless, this illustrates an 
important point: Trade secrets 
can still be valuable by providing 
a business with a “head start” over 
its competitors. During the period 
of time when a company is devel-
oping the technology and prepar-
ing to go to market, its knowledge 
can remain a trade secret. Once 
the product goes to market, then 
trade secret status can be lost 
to the extent the secrets can be 
learned through “reverse engineer-
ing.” However, that process takes 
time—depending on the technol-
ogy and the market, it may take 
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significant time for a competitor 
to learn the trade secrets and 
integrate them into its own com-
peting product. In the meantime,  
the trade secret owner has obtained 
a “head start” to enter the market, 
which depending on how long that 
is, can be quite valuable.

In a case like TAOS, the head start 
period extends the period when a 
misappropriating defendant must 
pay damages. But even where the 
trade secret has not been misap-
propriated, the trade secret owner 
can exploit the “head start” to gain 
profits from a superior product 
during the time competitors are 
attempting to reverse engineer the 
product and then integrate that 
information into their own prod-
ucts. And, depending on market 
dynamics, that period can also be 
valuable in gaining market share 
and brand loyalty, since the trade 
secret owner has for a period of 
time a superior product.

The head-start period is where 
patent and trade secret protec-
tion can be used in a complemen-
tary fashion to maximize protec-
tion. While patent applications 
are eventually published (and so 
trade secrets in the application are 
lost), by law they are kept confiden-
tial for at least 18 months, during 
which trade secret protection can 
remain. A business that has main-
tained the information as a trade 
secret could include it in a patent 
application and still maintain trade 
secret rights for 18 months. That is 
the time where a business should 

attempt to use the head start con-
cept discussed to exploit its tech-
nology and gain those benefits. 
Once the time has expired and 
the application publishes, then 
the owner will, hopefully, be much 
closer to gaining patent protection.

Geographic Limitations. Patent 
rights are statutory, and they have 
long been held to be limited to the 
territory of the jurisdiction which 
issued the patent. TAOS learned 
this to its chagrin when the district 
court ruled on summary judgment 

(with the Federal Circuit affirming) 
that the vast majority of its patent 
damages were held uncompensable 
because they reflected activities 
abroad. Although Intersil’s infring-
ing product made its way into 
Apple products sold in the united 
States, all but a tiny amount of them 
were manufactured abroad and 
sold and delivered to customers 
abroad. Hence, they were outside 
u.S. patent protection.

Trade secret protection, on the 
other hand, is a common law pro-
tection. (Although recently the 
united States enacted the Defend 
Trade Secrets Act of 2016, that 
provides a federal forum for trade 
secret claims, but trade secrets 
still vest as a matter of use and 
secrecy, not through government 

grant.) There is no reason that a 
party like TAOS that was the victim 
of trade secret misappropriation 
(assuming that occurred in the 
united States) could not seek dam-
ages for actions abroad.

The TAOS court awarded dis-
gorgement of Intersil’s prof-
its from the misappropriation 
under Texas law—and that is now 
allowed under federal law as well. 
Although, as noted above, there 
was a temporal problem with that 
award, there does not seem to have 
been a geographic one—Intersil’s 
profits were fully awardable, even 
if they were earned abroad.

TAOS could, of course, have 
obtained patent protection in 
foreign countries, but that would 
then have required suit in multiple 
jurisdictions, potentially a com-
plex and expensive endeavor. In 
any event, the case does show that 
trade secrets may be more useful 
in some situations in protecting 
rights on a global scale.

Conclusion

When a patent application is pub-
lished after 18 months, its contents 
become public knowledge and 
are no longer protected as trade 
secrets. Nevertheless, the TAOS 
case shows that businesses can 
still exploit both forms of protec-
tion, if the nuances and limitations 
of each form of intellectual prop-
erty are appreciated.
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The court’s detailed decision 
highlights both strategies to 
simultaneous use patent and 
trade secret law, and limitations 
on each of the IP rights.


