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Summary

The paper explains a legal concept of a non-disalsaigreement (NDA)/confidential
disclosure agreement (CDA) as an effective tool thoe trade secret protection.
Ensuring the confidentiality of important informati of a company is its key operation
element. An incompetent protection of a secret wwyse significant financial and
image losses in every institution. In the paperaghsas taken an attempt to describe
both statutory and contractual legal structures kg in order to secure the company’s
trade secret. There were also presented the charatits of a non-disclosure
agreement as an innominate agreements. There vgasg$ied the position of such an
agreement in the national and international leggstem. The paper specifies essential
components of such an agreement that should beedpfa secure the interests of the
parties. The advantages of applying an NDA as attad increases both the protection
and possibility of claiming compensation were alpecifically described.
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Introduction

According to the Polish legal system, a non-disslesagreement
(NDA)/confidential disclosure agreement (CDA) cam ibcluded in the
group of so-called innominate agreements. Purdoafitticle 353! of the
Civil Code “the parties concluding an agreement rastablish the legal
relationship at their discretion”. The principle fteedom of contract
expressed in this article enables free shapin@peidgal relationship by
the parties. The rule is only restricted so fath&scontent or the purpose
do not stand against the character (nature) ofdtstionship, statutory
law and the principles of social coexistence. N@ateénagreements are
those which feature a specific statutory regulatidhey are mainly

" Piotr Widerski MA- Jagiellonian University, Dean’s plenipotentiarytiz Faculty of
Biochemistry, Biophysics and Biotechnology
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regulated in Book III of the Civil Code LiabilitieThe examples are: an
agreement of sale, exchange, supply and a mutusdemgnt in
agriculture, and many others which were includedadification by the
legislator. Each of the specified agreements lsaswin characteristics,
which determines the scope of duties and powetkeoparties. They are
intended to cohere so that the character of a gigentractual
relationship is stated comprehensively. “The leg®i usually regulates
specific agreements according to the needs thaeadlaring the social
activity in practice, which include interests ofetlparties typical for
certain situations. From a pragmatic point of view, is not
recommended, however, to establish abstract andrgestandards if
they are not intended to refer to mass phenoménditiie agreements
defined in Book Ill are most commonly used. Neveldss, many legal
relationships which result in rights and obligasasf the parties remain
beyond the catalogue of agreements defined in ie@de. It does not
mean that they are faulty. In order to validatenthend contrary to the
catalogue of nominate agreements, the legislatoplements the
principle of Article 353t of the Civil Code, so-tad innominate
agreements. Innominate agreements are usuallyvefna¢ure and their
provisions somewhat forestall the current legauaibn. Business
activity frequently requires establishing the lega&lationship that
extends the current law. Specifically, in caseagfidly changing market
mechanisms, the existing solutions are insuffici@imerefore, there can
be continually observed a process of moving fardepal structures to
the Polish ground. It is particularly noticeableragulations of private
economic law. Mostly, new agreements are modelledready-made
common law institutions. For example, this is areagent of factoring ,
franchising, outsourcing, forfaiting or an agreemeri multimodal
transport. This novelty and flexibility of commoaw solutions becomes
aroutine over time, which finally leads to an almp of a given
agreement into the group of agreements named angora the Code ,
with their clearly specified content and esserdialegotii, as for a lease
agreement.

In order to focus on the proper characteristicsanfNDA, there
should be considered a possible scope of this agneteas an innominate

! Radwaiski Z., Panowicz-Lipska JZobowizania — czs¢ szczegbtowa p.3. Issue No
11, 2015.
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agreement. As Katner’says, for including a given legal activity inteth
group of innominate agreements, there should Ebkstted the criteria
of separating such agreements from nominate agrdgem&atner J.
shares the dominating view in literature that ie #olish legal system
there are two types of agreements, i.e. nominatedl ianominate
agreements and so-called mixed agreements should be inclirtedhe
catalogue of innominate agreements. To simplifgreélcan be stated that
innominate agreements are those which have aylemiined legal
regime in the Code or in other law. According te #stablished concept
that sine qua nonconditions for locating a given legal action among
innominate agreements, the following requiremenistrbe fulfilled:

“1) An legal activity is a bilateral valid agreengn

2) There is no appropriate term for it, althougldoes not have to be
a specific title or notion; it can result from tbentext or a description;

3) There are no specifiezbsentialia negotiof an agreement in the Civil
Code or another law, despite the indications inetldn what such an
agreement should cover,

4) There is no relation of an agreement with a matei agreement or
there is no similarity that would suggests the tyean innominate
agreement or a significant exception from the ppies of a specific
nominate agreement;

5) The parties, subject and content of an agreerasmtdetermined,
particularly rights and obligations of the parties;

6) Compliance with the legal system, which meaescttmpliance of the
created legal relationship (its content and purpoegéh its properties
(nature), laws and the principles of equity as wadl good morals,
(defined by Article 353t of the Civil Code on thengiples of social
coexistence)”.

The shaping process of a given legal relationshigigire is usually
long. As in case of lease agreements, the proagpsired years of

2 Katner J.,Prawo zobowjzai — umowy nienazwane Volume 9, Issue No 2,
Warszawa 2015.

3 Ibid., p.14.

* Ibid., p.16.
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changes before it was established and a unifornal leggime was
constituted. Usually, as aresult of the internalo economic
cooperation, businessmen come to the point whene tis no reference
to the domestic regulations. Then, there is amgdtedo create provisions
regulating a given legal relationship in terms ofeflom of contract
defined by Article 353! of the Civil Code. The rkss the practice of
copying proper regulations functioning in foreigrgl systems and then
moving them to the domestic ground. Another step several years
process of establishing the given provisions in ligal culture and
awareness of business entities, which may lead tiwer to defining
such relationships as innominate that refer toGbde. It is obvious that
moving legal solutions from a foreign legal systeever takes place
straightaway but through a several years processadyfisting the
solutions to the economic practice, building ugpecsic nature of a legal
relationship.

1. The basis for an NDA in some sources of internatiai law

In terms of the current economic importance, adigclosure
agreement (NDA) has its roots in common law. Imtieh to the nature
of this legal system, this agreement is not codifemywhere and the
interest that it serves refers to thede secretgrotection. The practice of
non-disclosure agreements derives from the pravssam the protection.

Recent history of international industrial propeptytection is based
on the Paris Convention for the Protection of IndakProperty signed
in 1883.

In Article 10 bis (Unfair Competition) of the Conw#on of 1967, an
unfair competition activity was defined as a negatistandard by
indicating the activities which oppose fair indidtand trade activities.
With reference to this provision, there were retgdadirectives which
constitute the basis for the trade secret proteaiad were more or less
precisely incorporated to the particular domesggidlation. Those
directives are defined in Section 2 Article 39 lud Agreement on Trade-
Related Aspects of Intellectual Property Rights IFEf. It states that

® Journal of Laws of 1975 No 9, item 51 The Parsntion for the Protection of
Industrial Property of 20 March 1883, as amended.

® The Agreement on Trade — Related Aspects of kulal Property Rights), the annex
to the Journal of Laws of 1996 No 32, item 143.
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the parties of an agreement have an ability toggtanformation from
disclosure if this information meets the followireguirements:

» It is confidential — which means that as a whole i(e particular
pieces) it is not generally known or easily avd#ain people outside
the circles which normally deal with this type nfarmation;

* They have a commercial value because they aredmonial, and

» They were subjected to reasonable actions in cecteiumstances, by
the person who is in charge of it, in order to rem its
confidentiality.

Further provisions regulating the secrecy of infation that has an
economic significance were included in the Europ&ammmission
Regulation on technology transfelhe provisions refer to know-how as
the issue of protection. The Regulation defineswkhow as a package
of non-patented practical information, resultingnfr the experience and
research, which is:

* undisclosed (it is not commonly known or easilyikalde),

 significant (important and useful in terms of maatfiring products
covered by the agreement)

* identified (described clearly enough so that passible to verify if it
meets the criteria of secrecy and significance).

The most recent regulation at the European levehbaising the
issues related to the protection of informationthe directive of the
European Parliament and of the Council No 2016/943he protection
of undisclosed know-how and undisclosed commencfalmation (trade
secrets) from illegal sourcing, use and disclosefr@ June 2016. The
main basis for adopting the Directive is Article41df the Treaty on the
Functioning of the European Union (TFEU) which pdas adopting of
the EU provisions harmonising the domestic law wités necessary for
the proper functioning of the internal market. Thetivation for issuing
the directive were also the research and consutfimtconducted within
the general strategy of the European Commissiondijil 2020”, and
particularly the Innovation Union project, in termiswhich in May 2011

"The Commission Regulation (EC) No 772/2004 of 02084 on the application of
Article 81 Section 3 of the Treaty establishing tRaropean Community into the
specified category of agreements on technologystean(Journal of Laws EU 2005 L
123/11, the Official Journal EU 2004), Chapter.8,3, p.47.
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the Commission adopted a comprehensive strategyintellectual
property and covenanted to analyse the protectidrade secrefs This
Directive is abasis for the trade secret protactfoom its illegal
sourcing, use and disclostir@Article 1). In Article 2 of the Directive
there is a definition of trade secret which is titgal with the definition
in Section 2 Article 39 of the TRIPS Agreement. idfere, all three
requirements should be met so that the informatiam be considered
trade secrets, these are: confidentiality, comraknalue, information
protection/security. In the Directive there was 8& deadline of the
transposition into the domestic law on 9 June 26i@vever, so faf the
Polish government has not proposed the draft laplamenting the
directive.

By comparison, the trade secret protection in tBAWs based on the
state or federal acts. In 1979 in the USA thers adopted the Uniform
Trade Secrets Act (UTSA) which, after amendmentss then adopted
by 47 states in 1985. This document was a basigh®rtrade secret
protection. In 1996 there was issued the Econorspmdbage Act (EEA)
where in Section 18 of the United States Code (@I)SChapter 90
“Protection of Trade Secrets” (§1831-1839)here was defined that
aviolation or theft of atrade secret becomes darfd crime.
Additionally, as a continuation of this approach,July 2016 there was
adopted the Defend Trade Secrets Act (DT8AN the basis of which

8 The Commission Announcement to the European Raelia, the Coucil, the
European Economic and Social Committee and the Gtieemof the Regions
COM(2011) 287 of 24 May 2011-Jednolity rynek w obszarze praw wiastio
intelektualnej - Wspieranie kreatyw§od iinnowacji celem zapewnienia wzrostu
gospodarczego, atrakcyjnych miejsc pracy oraz wesgkkasci produktoéw i ustug
w Europie”.

® The Directive of the European Parliament and ef@ouncil (EU)2016/943 of 8 June
2016 on the protection of undiscloskdgow-howand trade secrets from their illegal
sourcing, use and disclosure.

19 As of February 2017.

1118 U.S.C. United States Code, Title 18, Part lagtér 90, U.S. Governing Printing
Office, 2011 Edition.

12.5.1890 — Defend Trade Secrets Act of 2016, 1Gtthgress (2015-2016), Public
Law No: 114-153, 05/11/2016
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companies can bring civil actions in a federal €duBefore that such
cases had been considered at the state'fevel

2. The issue of the protection and an analysis of an DWW
characteristics

Running a business activity requires numerous ¢ipaia activities,
the aim of which is to increase the company va@me of them consist
in the protection of particular components of a pamy, which was
regulated by Article 55 of the Civil Code. Accardito those provisions,
a company consists of material and non-material pworants that are
featured by the their function that they are inwhdor — running
a business activity. The components of a compaciydied in Article 551
are composite and their characteristics is differ&me of them is a trade
secret defined by Subsection 8 that can be comsidex certain
confidential information being an issue of the pobion. The legislator
defines atrade secret in Article 11 Section 4haf Act on Combating
Unfair Competition as “undisclosed technical, tembgical and
organisational information of a company or othdpimation on which
an entrepreneur took necessary measures to maiisagonfidentiality”.
Therefore, an issue of the protectenga omness the information which
can by characterised by secrecy and economic vdlherefore, the
condition that has to be fulfiled so that someomfation can be
considered atrade secret is acumulation of theveahentioned
parameters. The prohibition to disclose confidémirmation was also
defined in Article 721 of the Civil Code which im@ites an obligation not
to disclose confidential information obtained bye tiparties during
a negotiation process. Such information shoulddmsicleredsensu largo
and the types of information defined in Article bf the Act on
Combating Unfair Competition, i.e. technical, teclugical and
organizational information were the examples. As tlase-law shows,
from the procedural perspective it is importantédermine the intention
and actual actions of an entrepreneur, taken irerotd protect the
information. Commonly known information or infornat that did not

13 Seyfarth Shaw LLP]Trading Secrets, Latest Updates on Federal Tradere$e
Legislation,Copyright 2017.

4 Forbes Magazinéfhe New Defend Trade Secrets Act is the biggedevelopment in
years Goldman E., April 28, 2016.
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undergo proper security measures cannot be coedideade secrets.
Therefore, not all data that have an economic veduebe an issue of the
procedural protection. This is only information tthen entrepreneur
secured properly. However, the legislator did reatide on indicating the

range of actions that should be taken so that timeegtion can be

considered necessary.

A trade secret has definitely had a great sigmifteafor the success
of a business activity. The importance of the ptiom is a key factor for
keeping the competitive advantage of the entitied tlo their business
on the market. The detailed technical informationttoe properties of an
offered product require the protection from competientities. Also, the
information on a strategy of a given business #gtibusiness talks with
other entrepreneurs , the catalogue of customersitantion to purchase
or sale securities — these are examples of infeomalhat can be defined
as confidential. Even such an activity like negatias with another
entity can be considered a trade secret. Suchnivdibon has always been
kept confidential from potential competitors. Thiestf contemporary
example in this field is the case of Vickery v. \8leP, which was the
issue of atrial in 1837 and concerned the ownprsiithe method of
producing chocolate. The ruling proved the exclegight of the buyer
to “secret arts” of the acquired technology analsb confirmed a breach
of the agreement by the seller due to the discéosidirthe technology
secrecy to other interested entities, which reduite an obligation of
compensation to be paid to the buyer.

Law literature is not very comprehensive when oimes to
descriptions of the NDA characteristi€Xer analogiamthis can be done
by areference to amuch more particularly defind¢how-how
Agreement” or “Agreement of Trade Secret Disclosuiglditionally, in
the lawyer’'s discussion there appear two typesntdrpretation — the
confidential information is the subjective righor it is not’. Apart from

15 Michalak. A.The comment to ,Ustawa o zwalczaniu nieuczciwekkoenciji” , (ed.)
Zdyb. M., Sieradzka M., Warszawa 2016, p. 387.

16 Soltyshski S., Licencje na korzystanie (...)” p.170 and ,Ustawa calganiu
nieuczciwej konkurenciji (..(gd.) Szwaja J., 2016, p.438, and also Wojcieszkszko
E., ,Ochrona (...)p.164 and Michalak A.QOchrona tajemnicy przeddiiorstwa,
Zagadnienia cywilnoprawn&006, p.153 et seq.

17 Gawlik B., Umowa know-how...), p.65 et seq. and Praiska U.,Prawo wtasneci
(...), (ed.) Promiska U., p.23.
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this interesting view exchange, there should bécatdd some essential
features of a non-disclosure agreement.

A non-disclosure agreement (NDA) is consensualsa@auree of
charge and binds one party to transfer the confiidleimformation, and
the other — to maintain the confidentiality of ihéormation. In practice,
non-disclosure agreements never function solely kare an
complementary element of an agreement of cooperatith another
entrepreneur or financial investor. It also occtimat confidentiality
provisions are not a separate agreement but atiaddiclause to other
agreements aimed at cooperation. Then, there apeproblem with
interpretation of confidentiality provisions if @agreement of cooperation
does not become valid or is termindfedn such a case it should be
investigated what the intention of the parties &ne purpose of the
agreement are, in accordance with Article 65 SeQiof the Civil Code.

3. The structure of an NDA — the results of a charactestics analysis

A non-disclosure agreement (NDA) as an innomingtee@ment can
be formulated by the parties at their discretios,iradicated in Article
353! of the Civil Code. The only restriction is thendition that the
content or purpose of the discretion is not cogtto the characteristics
(nature) of the legal relationship, the law and gmaciples of social
coexistencE. The entities of this legal relationship are tvestjes. Also,
multilateral agreements are possible (e.g. an aggee that involves
three or more partners, or a consortium agreemantnultiplicity of
entities or third parties for whom or with whom @ntractual legal
relationship is realized.

A non-disclosure agreement (NDA) should contaileast minimum
elements characteristic for every important agregnikhey are: a proper
introduction, indicating the purpose of the agreethemutual
relations/obligations of the parties, the agreemgatiod, the notice
period to terminate the agreement and the sigremtafethe parties.
However, according to the fact that innominate egrents are not
covered by the legal regime of statutory agreeméinéy can be flexibly

18 Michalak A., Ochrona tajemnicy przedsiiorstwa, Zagadnienia cywilnoprawne
2006, p.238-239.

19 Journal of Laws of 1964 No 16 item 93 the AcR8fApril 1964 the Civil Code, as
amended.
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shaped. Nevertheless, non-disclosure agreements ineeminate
agreements should have features typical for teracteristics (nature).
The author of the paper is far from saying thaséhagreements can be
freely formulated. Non-disclosure agreements shaolitain features of
the agreements that have been shaped over yebhtsiokess transaction
practice. On the other hand, bearing in mind thas ian innominate
agreement, one may say that a minimum requirenoenhis legal action
to be valid is the mutual declaration of the pattiln fact, even the
written form is not required in this case becausmaling to Article 60
of the Civil Code, the mutual declaration of thetigs can be expressed
in any way. This is only a theoretical discourseaduse it is difficult to
imagine an entrepreneur, who cares about the tsadeet protection,
concluding non-disclosure agreements orally. Frioenlégal perspective,
it is a possible situation but claiming rights inrial due to a breach of
the agreement by the other party would be veryicdiff Therefore,
entrepreneurs who sign a non-disclosure agreemegtto do it in
a proper form, i.e. proper for the purposes of evad. The written form
can be the proper one. According to Article 65 Bact and Section 2 of
the Civil Code, the content of a non-disclosuresagrent should at least
correspond with the intention of the parties and thurpose of the
agreement, should be compliant with the princigiesocial coexistence
and established practice.

As A. Michalak® claims, “concluding non-disclosure agreements
allows the parties to:

* Provide a stronger protection of information thameisults from the
tort protection (e.g. during negotiations);

» Extend the term of protection of information;
» Modify the principles of liability for disclosuref information;

« Simplify the claiming by the entitled person (el a contractual
penalty)”.

For years of applying of non-disclosure agreementtie common
law system and later the civil law system, there hiagen developed
some specific components of those agreements. 8bthem are:

% Michalak A., The comment to ,Ustawa o zwalczaniu nieuczciwekkaancji, (ed.)
Zdyb. M., Sieradzka M., Warszawa 2016, p. 428.
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» Defining the liability by indicating the conditiortg the agreement for
each party. For example, one of the parties conth@tselves to
transfer confidential information and the other 6- maintain the
confidentiality of the information. As a result, thoparties commit
themselves to take particular measures towards eter. It is also
significant for a potential evidentiary proceediiitne structure of this
part of the agreement may be more complicated andist in mutual
commitment of the parties to maintaining the cogliig of the
information obtained from the other party. Suchaions usually take
place during trade negotiations.

* Indicating the information that shall be disclos&dhen analysing
various non-disclosure agreements, too broad andergke
commitment to confidentiality by the parties isquently noticeable.
A party often agrees not to disclose any, which meeaone of the
information that they obtained during a meetinggatations. When
interpreting that, one may come to a conclusion &party accepts
a possibility of imposing a contractual penalty trem even for
disclosing information of very little significancir from the essence
of the negotiations or information commonly knowwhich is
unacceptable due to the fact that a disclosureoainconly known
facts is not acriminal offence. It is worth indicg the exact
catalogue of information that are considered camihl. According
to Article 11 Section 4 of the Act on Combating BinfCompetition,
the criterion of confidentiality is satisfied byethnformation that is
publicly known, is of technical, technological aganisational nature,
or any other that has an economic value. In contrar the
abovementioned provision, the confidential inforim@atprotected on
the basis of the agreement can also be the infeym#bat has no
economic value so it cannot be legally covered Hey definition of
trade secret. On the other hand, the informationchvhis illegal,
against good morals and the principles of sociakistence shall not
be protected’

» Determining the method of transferring and securaogfidential
information between the parties. A significant edsi of the
agreement is to determine how the confidential cencral

2l Mozgawa M.,Zwalczanie nieuczciwej konkurengjiodkami prawa karnegop.25,
Gdaisk, 1997.
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information shall be disclosed to the other pariyhe more
specifically it is stated in the agreement, the encertain one can be
that sensitive information shall not fall into umiaerized hands.
Therefore, it is very important to properly secuhe information
obtained from the obligee. First, information tisatll be transferred
should be specifically determined and classified camfidential.
A properly formulated non-disclosure agreement (NDshould
contain a detailed catalogue of confidential infation and the
documented fact of its transfer. The transferrddrination can also
be documented in the form of a recording with aageaphic record.
Then, the party receiving the confidential inforraatshould take care
of the proper protection. If the NDA does not imgoadditional
precautions, the receiving party should apply pngoas at least as
effective as for their own confidential informatioThe party
receiving the confidential information should alsdke measures in
order to protect themselves from using the obthitmade secret by
their own employees. This can be done by includingappropriate
clause in the employment agreenfénSecuring of the confidential
information should be conducted both in the offadethe providing
party and the receiving party. According to theeagnent, the party
obtaining the confidential information is obliged properly secure
the information not only outside but also inside tompany. Any act
of disclosure of such information by the employedsthe party
obliged to confidentiality results in sanctions.eTemployer cannot
successfully defend themselves against violati@ssllting from an
activity or failing to act inside the company. Taely possibility of
defense is to prove the illegal activity causedttry third persons. It
should be emphasized that the party that commimseéres to
confidentiality is also obliged to protect the ab& information
effectively. In case-law there can be found numerdescriptions of
situations which clearly show that the commitmentonfidentiality
means to effectively keep the obtained trade se¢est a completed
process), not only an attempt to do so. On therdihad, the proper
defining of the type of information to be protectadcording to the
agreement is very important, as well as the metifoskecuring it by

22 | aszuk G.Instytut Wymiaru Sprawiedliwoi — ,Ochrona tajemnicy przedsbiorcy.
Praktyka gdéw(...) p.8, Warszawa 2009.
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the providing party. There cannot be stated a bredconfidentiality
concerning the information improperly secured ath@refore, such
information that are not confidential and is or cm@es commonly
known. This is the predominating position of théistojudicaturé®.

» Determining the purpose of using the confidenti&imation. This is
another clause of the agreement that should be n taikeo
consideration. To avoid misunderstandings, theorilshbe indicated
in the agreement the cause and purpose of tramgfeéhe confidential
information. The purpose should be clearly deteeajrbeyond any
doubt. For the providing party it is often importatihat certain
information is used only once and for a mutuallyedained purpose.
In case when there is not any restriction like,tthe party may use
the information for other purposes, commercial geaions, which
will be difficult to contest in court. At this pdint should be clearly
defined what the receiving party should do with ithfermation after
the expiry or termination of the agreement.

 Liability, contractural penalties. With referenae the importance of
this issue, special attention will be paid to iheTmain purpose of
non-disclosure agreements is preventing situatiwhsn the party
receiving the information makes it available toestipersons, which
will cause a financial loss to the entrepreneure Bheach of a trade
secret is protected itsedik legeunder the international provisions and
domestic law both on the civil law and criminal gnal. As
A. Michalalé continues, the provisions on the trade secreeption
can be found in the Polish legal system alread}9iP6, in Article 10
of the Act on Combating Unfair Competition. The yision involves
criminal liability for breaching atrade secret atlds model was
applicable until 1993, when the currently effectlagv was adopted,
amended in 2002. Therefore, since 1993 the samesinuddmixed
civil-criminal liability has been applicable. A tta secret is an
intangible right protectedx legeand sanctioned in Article 18 Section
1 of the Act on Combating Unfair Competition. Thigovision

% Nowinska E., Instytut Wymiaru Sprawiedlic, Warszawa 2014‘An analysis of

the court proceedings based on the provisions ef Attt on Combating Unfair
Competitiofi of 16 April 1993 (Journal of Laws [Dz. U.] No 47tem 211, as
amended.).

% Michalak A, The Comment to ,Ustawa o zwalczaniu nieuczckeekurenciji, (ed.)

Zdyb. M., Sieradzka M., Warszawa 2016, p. 387.
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involves the civil liability, particularly determ&d in this article as
failing to act illegally, remedying the effects ah illegal activity,

submitting a statement in the proper form and wifbroper content,
illegitimate recovery of profits, adjudging a progmemount, and also
destroying or contributing the objects relatedte triminal offence
for the compensation of the damage. Besides, tbeigion indicates
a possibility to claim liability under the genegalinciples of Article

415 of the Civil Code. Article 416 is of similartoge in terms of legal
entities actions. Moreover, it should be stated dicaording to Article
422 of the Civil Code, not only the culprit beaiabllity but also the
assistant, the inciter and the person who benefitezttly from the

damage done to the injured party. The economictipeashows that
NDAs are mostly concluded during negotiations betwé¢he trade
partners. In the course of talks there are freduetransferred

information to the parties that require a particupaotection. An

additional provision that enhances the positiothefperson providing
the trade secret during the negotiations is Artick of the Civil

Code. According to this article, the other partyoisliged not to

disclose and transfer it to other persons andaase the information
for their own purposes, unless the parties agréeerwise. Section 2
of this article indicates a possibility of a compation claim for the
damage from the other party or recovering the besnabtained by the
party.

A breach of atrade secret can also cause crins@attions. Such
threats result from two provisions. The first istifle 266 of the Civil
Code and the other is Article 23 of the Act on Catimyg Unfair
Competition. The sanctions resulting from the Cnahi Code are
imposed on the person who, against the provisidnthe law or the
liability taken, discloses or uses the informatibiat they got familiar
with in connection with the preformed function, @nt employment,
public, social, economic or scientific activity. kerms of the Act on
Combating Unfair Competition the liability is borihg the person who,
against this liability towards the entrepreneuscttises the trade secret to
another person or uses it for their own economiviac and as a result
the person causes a serious damage to the enwaprdh should be
noted that the provisions do not refer only to pessemployed by the
entrepreneur who suffered the damage. The prowssbould be applied
also in case of persons, entrepreneurs who breaghednfidentiality
agreement, non-disclosure agreement, trade seisbslire agreement
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or aknow-how agreement. Obviously, these are thameles of
agreements that regulate the issues connectedraité secrets. Another
criminal sanctions that a person breaching a tegdeet may be imposed
on is an obligation to redress the damage in timsircal proceeding, and
a possible prohibition of occupying a specified tpmsdoing a specified
job, as well as running a specified business dgtikit threats significant
goods protected by Article 41 Section 1 and Sec8asf the Criminal
Code. Additionally, a company that bears liability the actions of
a person convicted on the basis of Article 23 @& #Act on Combating
Unfair Competition (e.g. a member of the ManagemBotrd, an
employee, a proxy), may get obliged to pay a fiie d thousand -
5 million zloty, although, not higher than 3% oktincome obtained in
a given financial year, in which the offence crimas committed, and
which is the basis for liability of collective etidis, in accordance with
Article 7 of the Act on the Responsibility of Calteve Entities for Acts
Prohibited Under Penalty of 28 October 2802Against such collective
entities the court shall order the seizure of: itleens sourced at least
indirectly by a criminal offence or items which wea part of, or were
intended to be used to commit a criminal offencegtemal profits
obtained at least indirectly by a criminal offentlee equivalent to the
items or a material profit sourced at least indiyelsy a criminal offence.
Moreover, the court may order: a prohibition of piaiing or advertising
of the business activity, produced or sold goo@syises or provided
benefits; a prohibition of taking advantage of gsarsubsidies or other
forms of financial support with public funds; a proition of the access
to the funds determined by Article 5, Section 3sadbion 1 and 4 of the
Act of 27 August 2009 on public finarféea prohibition of benefitting
from the assistance of the international orgarosatthat the Republic of
Poland is amember of; a prohibition of competingr fpublic
procurement, or disclosing the judgement to thelipuBpparently, the
sanctions can refer not only to a particular perbah also the whole
company if the infringing person acted on its beh&his is possible
through the Act on the Responsibility of Collectiantities for Acts
Prohibited Under Penalty.

% Journal of Laws 2002 No 197 item 1661 i.e. Jaliofi Laws 2016 item 1541.
26 Journal of Laws 2009 No 157 item1240.
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The abovementioned possibilities of claiming congagion or the
provisions causing criminal sanctions for disclgsirtonfidential
information are provided in favour of the claimarsually after a long-
term trial during which the suffered damage hale@roved. During the
trial an expert is appointed who evaluates the dgnom the basis of the
actual condition as well as the lost benefits. Hmrepreneur who
suffered the damage should evaluate the loss l@mgrcredence to the
amount of the lost benefit which resulted from digclosure of the trade
secret. Therefore, the best and the fastest wayarfioentrepreneur to
secure their interests is to apply a contractualajpe. A contractual
penalty is much more effective instrument than iligb borne on
a general basis of Article 415 of the Civil Codey Epplying
a contractual penalty, it is possible to imposedlaother party liability
for paying an amount specified in an agreement aitha necessity of
proving the suffered damage. According to ArticB44Section 1 “the
obligee is entitled to a contractual penalty in #raount specified for
such a case regardless of the amount of the sdffégaenage”. When
applying this provision, th obligee can enforce enaapidly the act of
breaching atrade secret by the other party of ageement. It is
sufficient if the obligee presents only the evidemd disclosure. It puts
an obligee in a priviledged position, which redutiess time and costs of
the court proceedings. According to Article 484 tibec 1, any act of
breaching an non-disclosure agreement (NDA) shotddult in
a contractual penalty. The entrepreneurs who sigrh sagreements
should be cautious because liability for the priodecof the information
established as “confidential” lies also on theie playess. Even
a disclosure of the information determined in thgreement as
“confidential”, having no economic value, as in eas tort liability it
may be charged with an enormous fine. The onlypd#giof reducing
the penalty is proving by the debtor the inadequzEde damage to the
established penalty on the basis of the provisionmitigation. As the
Supreme Court ordered on 8 August 2008 (V CSK 85f08m the point
of view of the obligee, afailure to perform an ightion itself is
a damage and the established penalty is to comigetisa damage in
a general way, which in the economy based on thedtrm of contract
means a disciplining function, encouraging to penfcommitments in
accordance with their content. In the resolutiors dovember 2003 (11l
CZP 61/03) the Supreme Court presented the opihiahin the dispute
on the legitimacy of the contractual penalty payméme matter of the
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damage resting on the obligee is not significamthbas a premise
updating the obligee’s claim and in case of provimg lack of damage
by the debtor. A matter of the lack of damage srliitle size can be
considered in relation to the mitigation of the waotual penalty. The
possibility of modifying the amount of the penaly the mitigation
mentioned above was included in Article 484 Sectbwf the Civil
Code, which allows a claim for a reduction of tlemttactual penalty in
a situation when the commitment was mostly perfarmer the
contractual penalty is excessieWhen evaluating the legitimacy of the
demanded amount of the contractual penalty, theoeld be taken into
account the relations of the contractual penaltywam to the size of
damage suffered by the obligee (the judgement &\Sipreme Court of
20 June 2008, IV CSK 49/2008). Also, the excessawmount of the
penalty is not a basis for considering the agreénmealid in art or in
whole. If there was such a possibility, it would anea violation of the
provisions on controlling legal activities. Artick84 Section 2 of the
Civil Code is a provision not restricted by any meations included in the
law (the judgement SN sign. | CSK 126/08). The miowvi on mitigation
of the compensation claimed for by the debtor bgdoto so-called
judge’s law that in the light of the specified cinosstances determines
individually the inadequacy of the penalty amouhe(judgement of the
Court of Appeals in Katowice on 17 December 2008A®a 483/08).
When reducing the amount of the penalty, the juchgenot go below the
damage suffered by the obligee as a result oflaéaito perform or
improper performance of the commitment. It is umgtable to reduce
the amount of the contractual compensation to thuat of the
compensation that the person who suffered the darnagld obtain on
a general basis. Sometimes, in non-disclosure agmets (NDA)
entrepreneurs include clauses restricting a pdggilmf mitigation of
contractual penalties, which was, however, questiony the case-law.
The judgement of 18 March 2013 the Court of Appéal8iatystok —

| Civil Department (sign. | ACa 872/12) states: tidle. 484 Section 2 of
the Civil Code is a mandatory provision, which nmedat the parties
cannot exclude from the agreement a possibilitymatigation of the
contractual penalty, and any decisions in thigdfe&hould be considered

2" Inwestycje.plKiedy mana zgda¢ zmniejszenia kary umownepdamus P. Rachelski
i Wspdélnicy, 06.10.2012.
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invalid”. Therefore, the only possibility to reduttee contractual penalty
belongs to the judge and the judge can decideorapply it if they agree
that the debtor contributed to the damage on perposvas not cautious
sufficiently about the performance. Additionally, order to secure the
interests better, particularly when it is not certé# the contractual

penalty shall compensate the damage suffered birable partner, there
should be included a provision on claiming for cemgation also on the
basis of the general provisions of Article 415kad Civil Code.

Another significant issue that should be regulatea non-disclosure
agreement (NDA) is the period of the informatiomfidentiality. In
practice, it is established that this period isjscibto any arrangement
according to the intention of the parties. Howeveshould not exceed
beyond the existing confidentiality status. Therefdf the information
included in the agreement lose the status of &temtret, it would be
reasonable to consider the commitment as unexiftomy now on. Free
shaping of the protection period can be restrictag in case of defining
the period by no term due to the statutory prolabitof using such
a term. One should agree with the thesis that &iivje rights expire
after the specified time. An implementation of emive non-material
property rights of eternal nature would be an afietafor the
development of the culture, science and techndéfogyt must be
considered that the protection of confidential infation is always
a temporary commitment but strictly connected with purpose of the
protection and restricted by its confidentialitatsts. The only statutory
period established by the legislator to protecttthde secret results from
Article 11 Section 2 of the Act on Combating Unf&lompetition,
according to which the protection in the relatiapshetween the
employer and the employee lasts up to 3 yearseotitte of termination
of the employment relationship, unless the confiiddity status ended or
the parties agreed to modify the protection periblde obligation of
protecting the trade secret results also from HAetitO0 Section 2
Subsection 5 of the Labour Code. In case when rtin@ager-employee
relationship is terminated or it expired, the petimay also apply
a separate non-compete agreement, i.e. non-coinpetiauses.

% Niedaspiat M., Know—how i sprawa porozumig...), p. 230. ZN UJ 1977.
2 Michalak M., The comment on ,Ustawa o zwalczaniu nieuczciwekummciji, (ed.)
Zdyb. M., Sieradzka M., Warszawa 2016, p. 434 gt se
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Conclusions

The structure of a non-disclosure agreement (ND&Scdbed in the
paper encourages to its application on large sGle.entities present on
the market, particularly in innovative sectors ddoaim as widely as
possible at providing security to the transferratbimation in trade
relationships. It is commonly known that the vahfetrade secrets is
comparable with the value of patents and otherllea®al property
rights.

A non-disclosure agreement (NDA) provides, by ajpgy
a contractual penalty, bigger claim possibilitiescase of a breach of
confidentiality of the protected information. Anethfactor encouraging
to conclude non-disclosure agreements (NDA) is ¢haent lack of
harmonisation of the trade secret protection inglobal space. Despite
the fact that the problem was noticed and the Diue®f the European
Parliament and of the Council EU 2016/943 was dstiee EU Member
States are in a threatened position in terms @ttiogiships outside the
EU framework of legal protection. It is also wotthemphasize that the
adopted directive does not establish common stdedafr protection in
terms of the abilities of criminal sanction applioa. Therefore,
concluding a non-disclosure agreement (NDA) enhative possibilities
to protect the rights in economic relationships.
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