
---'. y 

Hearing. 

~udgment. 
CounselJ 

"A.B·.1t .. 

10. A .84/17 

lIIiW~a c:ifCl 
inQGrporalted oGJllpany having 
its O'ffice in. Prabran .. 
Vi.etorla.. Australia. and 
carryirlfi on business as 
cC!)nf'ectiGnery manut"acturer 

tiMatitf 

A N P 4,1- CR!§9H'Rt2"P ~ a 
duly ~orporated .company 
having i t8 registered O'ffioe 
in Chrtsllchurch. New Zea~and. 
and carry:lng on business as 
biscuit andconf'ectionery 
m.anu:f'acturer 

23 June ,1977 
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E. v. T.I:loJaas and Mrs H. Dawson for Plaintiff 

in su,pport 
A.D. Hol~and :f'or Dei'endanttO' oppose 

X shal~ refer to the parties as uEurope" and 

l'n the early 1970· s ~pe commenced the manufacture 

of heal. th :rood 'bars. a line of cOD:fection cC!)ntaining various 

:f'ruits and mtts combined in some cases wJ..th either nO'ugat O'r 

:It seems that at that time no 0Ae in New Zealand 

was manu:f'a.c$Uring anything in that line and in about July 

1974 Burope. !nvestiga:ted thep>ssibility of a j$int venture 

in New Zeal8.nd with A.B. a.nd Van Camp Cbocolat.s Ltd O'f 

Au.ckl.a.nd. . T.b.a.t idea came to' nothing but in October 1974 

EI.u:'ope sugQ':ested that it might be prepared to grant A.B. a 

franchise to produ,ce the health bars for di.strJ.bUtion in 

NegOtia.tionscont::tnued up until A~i1 1976 
. . . 

when the pftposed s~< foundered. pr:lma%'Uy :t think 

because tlult, part:Les could not agree on the rate of rO'yalty. 

In August 1976 A.B. tel.c1 Europe that it intended in due 

cO'urse to. JllanUfactU2'e health bars "but it will not be 
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producing 'Europe brand l.in$S'·. A..B.' s product.ion of 

heal.th bars ~gan in September 1976 •. 

EurOpe has now sought an injunction to restrain 

A.B. from manut'acturing heal. th bars in so far as the 

manu.£acture 1.s dependent upon the use by A.B. (whether 

wittingly or unwittingly) of confi.dential 1.n£ormation rel.ating 

to the methciMls of manuf'act·ure made avail.able by Europe in the 

course of t_ franclU.se negotiat.iollaJ and in so £ar as 

A.B. 's prod:tM)i;.s are calcul.ated to deceive the public that 

they are the products o£ the Pl.aiatJ.£f. :In short t Europe t s 

causes of aoti.on are flbreach ot' cODf'ide:ncen and "passing of£lt. 

Insuppert o£ its all.egation of "breach of 

confidence" Ewrop4l has now moVed £"or an order that it be 

at liberty to enter A.B. t S t'aetory for the purpose of 

inspecting the manut'acturing processes empl.oyed by A.B. 

in the prodQction of its range of heal. th bar's. The motion 

sought inspection by a director and production director of 

Europe. a Hr Van CUp, who i$ cl.osel.y associated with Europe 

for his cOlllpany is J»W l.icensed to make Europe t s heal. th bars 

in New Zea1and, an independent expert wJ.tness to be nominated 

by Europe f' a:ad counsel. By the time the motion came before 

me Europe's advisers had apparently recognised thCi·, injustice 

that might result from inspection of A.E.'s procell.ises by 

persons dirHtly associated with EIlrope and what j,s now 

proposed illl inspeotion 'by one or more of three natlted 

independent food t&cbno1ogists Whot it is said. Wrive no 

conneetion with any food manufacturer in ei.ther AlLstra.lia 

or New ZeaJ,.and. 

The app.U.eat:1on for ;l,ns.pection is bl:'Ougll.t pursuant 

to R.478 of the Code of Civil ProcedUre to which Ur Thomas 

sought to apply the rules and prooedure applioablt.J to 

inspection in patent cases. 

Rule 478 provides:-

.. 478. Ileteation,.. preeervation" or inspection 
of property the subject of act:1on. - The Court 
or a JudPt on the appUeation of any party to 
an action, and on &Neb terms as may 5e-em just, 
may make any order for the detent:1QJ1, preserva-



tion, or in$pection of' aay property which 
.is the subject of' the a.e.tion or in respect 
o£ which any material que.tion may arise 
in the action. a.n.d f'or all. or aD¥ of' the 
purposes aferesaid may authorise any person 
or perso_ to (m:~er upon or into any l.and 
or buil.diDg in the pos.easion of any party 
t.o such action, and for a~J. or any of' the 
PlU'PGses a:toresaid may authorise any sempJ.es 
to be taken, or any observation". meaeurement, 
or plans to be maU. or experiment to be 
tried, which may SfMlIl necessary or expedient 
for the purposes of' obtainiJ:Jg full. :t.n:f"orraation 
or evideaee. 1f 

Xt was accepted by COURSel. that there are no 

decided case. UDder that rule ccmeerniDg inspection of' a 

mamtf'acturing pro¢tll$s such as is sought here. and indeed 

under the OOrrespo.wUng Engl.ish tu1.e of' practice (Order 29 

:ruJ.e 2) inspection of a method ef 8IaJm£acture 'Was refused 

ia Mer AMI,1atM qg t Ltaa XI Sldpe Hu"W SitM NaYr10tiga 

1:n that caSe both Scrutton and 

Lawrence L.U. were of' the view that a method o£manuf'acture 

was net ttprop.e%"tytt 1it.1thin the rt.tl.e. The word±Dg of' the 

Engl.ish ruI.e is so siJdl.ar to our own R.478 that one might 

bave thGuaht tbat the same Dl1ght have been said in the present 

appl.ioation. but Mr lIol.land was prepared. to concede that R.478 

gave jurisdLctlon and I am content to decide the matter on 

that basis. Even 1£ Mr Hol.land .bad not made that .concession 

:r feel. that I wowd have adopted !lr Thomas'; submission that 

in this day 8lld age the Court. in the interest of' justice, 

shoul.d not adopt a t1.mid and restrictive J,D:terpretation of 

procedUral provisions. There is suppOrt i'Qr that liberal 

approach in "he judguieat of' Woodhouse J ~ in le0J v.. lb\wthem 

/J96iJ N·"Z.L .• lt •. 776. 

I understood Counsel. to be agreed that a.478 gives 

the basic jurisdiction to order inspection., but that if 

inspection is ordered then the safeguards wll,ich are appl.ied 

in an inspection in a patent case should be appl.ied here. 

'rhat would mean that the insp.ect1ng expert ( s) woul.d be 

required to U11.Cieriake not to divuJ.ge A.B.·s own trade 

secreta., nor to cOlDIJIUDicate their findings to anyone other 

than P1.ai.ntif'f' t s caUDsel.. An order f'or destrlilction of' all. 
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notes upon comp~et:1()n of.' the act.ion might also be appropr:1ate 

and it might mean that Counse~ would. al.sQ be required to g:1ve 

a su:1tahl.e tmdertaking. 

Th.e general. rule in patent cases is that .inspection 

of a Defendant's manufacturing process w.ill be ordered more 

or less as a. matter of course wh&re the Pla:1ntiff establ.:1shes 

a prima. fae.:te case of inf'ri.ngement. and HZ' Thomas argued 

that it would be appropriate to apply the same principle in 

a breach o·f eGnf':idenc:e ease. He went further and submitted 

that e'Vell .1£ Europe has not at tlds point established /a. prima 

fac:ie case iaspection should sti11 be ordered on the ground 

that there was "a substantial. and genu1neissue tI to be tried. 

He relied onpritisa X%l!j!!.ilte eel' l.td y." fi!:$ltnx1e Ltd 1J95il 

ft 

in that Case Romer 1..J. said at page 263:-

On the other hand, it :1s not n.ecessary, 
aad it would be indeed. W'ldes1ra.bl.e from many 
points of view. eapec:Lal.ly :r tb.1n.k :from the 
~J.nt of view of the Judge who wi!.l eventually 
try this acUol1. forthi. Court to hold or 
iDdeed e~ss any view as to whether a prima 
£aei.e ca.Se of' :Lnfr:lngement baa been eatabJ.ished 
if one regards the ev:idence as a whole, the 
evidence 'Of the pJ.ai.D:tJ.ttS aud the evidence 
of the defendants. As Astlnu'y., J., said' in 
tkie case of' ·t n. 
~~II.~~I.'j supra. an order for iNlpection 

DoX'ID-.lly go as of co1U:'se if' a prima f'ae:1e 
ease of' iDt'r:1n.gOQlOJlt is e~~abJ.:ished; but; in 
mr .. · JUdgmeat". it .is not n •• e$.sary .in a.11 Cases 
£t,r a plaintift', a patentee" to go as f'~ as 
tlIat. Provid.d that the De:fe.tKlants' i'11t'erets 
a3t'e properly and adequately $a.:re~Z'ded, as 
tbe Det'eDdants will be \'Qlder the oroerrorh:1eh 
my Lord has indicated .. :IthiDk that a Pl~tif'£ 
shouJ.d be allowed iDSpeet:ion 1.f the Couri,is . 
sat:i.sf':ied. that th.ere really is a subst~ 111;,:iaJ. 
aad gemdne issue to be tried. It is. 0,,£ 
course, perfeet~y true that :J.nspection .shouJ.d 
neTer be ordered on a mere f'i.$h:ing application, 
bUt when.:" as here, an e:tq.lerieneed and w\1Il1-
lalown independent expert swears that he 
beUeves that there b.a.$ been inf"ringemellt 
a:ac:l gives reasons o:f' some sign:if'icance to 
SUpport that belief, :x see no reason why tho 
order should not be .. 4e, evan tho~ the 
Defendants" e~ert gi.Tes reaeons, also of 
substanee" cballeng.ing the views of the 
Plaintiff's t t·&chnic.al. a.dViser." 

:r th:ink all that case dec:ided was that the uprima 

f'aeie lt rule w:ilJ. no!t be app1iea,:and inspection wUJ. be 

orderect. wh •. 1'e the af'f':ida:vi t evi.denee has pX'Qduced an 

impaSS1lll and th.$ 'b.$Stf' or poss:1bly the onJ.y way of' solving 



the dit'f'icu1ty is by inspection. 

It .is my epin10n tha:t; in. the instant ease Europe 

has DGi; mad. eat a. prisDa facie case of' bRaeh. of <»ni'idenee, 

a.ncl ne.ither has an impasse 'been reache<i. We have ~ot yet 

reached. the point wh;$re there :l.s no way Europe can ~stablish 

its ea .. ri~ut incspection. 

1: asaume for the ~s.s of thi.s ex.reil", that 

some coat'i~ial inf'ox.a.tiDn was passed. or at lel'l.tlt came 

to A..B.- s not.ioe beforenegot.iations for a f'ranellil~'" broke 

do 11m. aJ.thOQSh it is not alto~th.r clear 1'rom the affidavits 

Just what thAt infOlallat:iou. was. Europe then poin1';.s to the 

c:i.reumstancet f;hat ~reas A..B. had not previously reade health 

bars it was tu:rn:1.Dg them ou:t wi thin a sbort time after 

mtgctltiatioD8' broke down" and :ia;tr1. .... the infeX'eDc.e that A.B. 

m11$t have WI~ the confid_tial .inf'orma:t10n obtained £'rom 

Europe to ~lish tilat. :I 40 not regard iihat line of 

reaseudag as .atire1,.. sound. Asswaing cont'idttDti.al inf'orma

ti.OJ1 118.$ palllMd then:Ithink the stronsest evidenCe of' breach 

of eonfidenee sO f'~ available 1.$ to be found in the affidavit 

of 17th J .. ' 1917 G'£ Mr Van Camp, although he could hardly 

beH.efU tha,t, A.B. hae mad. USa of con£t<kmtial information 

suppl1.ed. by Europe. Bis grt)tmcls £01'" that bel.ief may be 

summarised t;b.us;-

1. An earU .. er visit to Europ.t s :fact.o" by two 

members ofA, .. B. in tk" course of the f'ra:n.chi.se negot:1at:1ons 

would haye been of' great val.u;e" aliUi the :iDf'ormat:i&n gained 

would haVe 'been "u.tIdollbtedly _edit in A.B~ t.. eubaequent 

produQ,*ton. 

2. 'the. apJHJ~ce of A.:B.' a health bars :1. lIery 

sud.l.a.r to Europe' It in shape, t:eJtture and consi.$tency. 

:}. A.B. ha& chosen to manuf"ac~ bara having 

identical or very sim11ar names. 

4. TJ:te producti.on ot: a range of fo·oQ bars x:equires a 

good deal of time and experi.msntat:loa to achieve. 
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A.l.l. that rea.l.~y antOun:ts to is an assertion by a 

trade cOlllpefO;ltor of A.B. that as A.B • .bad acqaire:4 cout'ident:l.al 

A.B.t. Proaction Director, 

QeaeraJ; ~. Hulager 0,1' Res.arch a.:atd Ceapany Secretary al.l 

deny that ~i.d~.ial info:nrlati.·on was W.Uld., and indeed tha.t 

anythiDg in the nature 01' eonf"idenUal.:tn:f'ormat:Lon was eVer 

patent cas .. where ms.peetion is b.t. i.SU,s the Court has the 

adVant~e of a.f'fida'lTJ. t8 £rom independent experts in the f'ie.ld, 

who are able' to express a belief. perhaps by examination of 

a finiahad product" 01" by other means. apart £rom inspection, 

If a prima facie case is 

thEm m~ Gut on the affidavits (~ .. U the Court is left in 

the $ituatiea where .inspecti.on i.s the onl.y way of resolving 

an othel"Wis. inso.lub.le prob.lem (as in the Briti..h XylQn1te 

Apart from the affidavit 

of Mr Van e.mp there is no sueh evi.denee in th:1a ease. 

:t JIlUSt ag)':'e-e that in outward. appearance the 

producu of th9 two eompanies (which are annexed to affidavits) 

do have a certain ,l3.,milari ty., .nhanced perhaps by the mode 

:.tf' I had. had bel'Orfi 

me an afl'id.IiWit 'by an iDdepeJldont t'ood tEJdlnel.ogist, who had 

analysed Ai"})..· s products., and considered their composition, 

ingrE)(lients" text~" qual..ity, "chewiness", and taste (and 

wha:tever other criteria SUch eiX!pert.s app1y) and expressed 

the beUet' that A.B. could not haTeacoompJ.ished that result 

in the tJ:.Jmtavailable witmmt ~seso __ here along the 

l..in.e t"0 ~pe' s con:f'ident;f.al,. pr.c~!St :t WOtUd haVe b$en 

incl.:1ned to make the order sottgh".;<t 

J: note that in. Ids amilav;f.t of 15th April. 1971" 

Mr Schibl.i t J!lurop~'s ProdUcti<m. D:lreetor. con£irms that 

other mamlfaetUX'e1"s in Australia have prodUced. a f'01"!lt,of' 

heaJ.th bar. 'but DODe have been similar:in, taste allitl quality 

to the Eur\)pe product. It ~d be interesting to know 

whether A.B.' s product suf'1'ers from the same drawbacks. but 

short of' :t"Im.n:ing the risk of be;f.ssg c~gGd w.:i.th. ~aW':fUlly 



tampering rith evidence there &eema to be no way in which 

J: can t":lnclout .. 

sou.ght. 

:In. the r$!$Ul. t J: de n&'f; propese to make the order 

It, aay be" as Hr Holland "needed, that t;Qe time 

may come whelliaspeetlon wil.l. be lUIoeas,ary and 1. there:Core 

adjeU'nl th..pplicaUon si.ae c:tt. with costs reI5UltrUIi'li. 

Sg.lM1I. •• ' 
Ru.sa.l.l." He"~ .Mc:K$BZ:l.e. Bart~eet &: 00 ... AUckland, :Cor 

Pl.ainti.f'f' 
Wynn If:U1.i.... ACe>.,. Christdml"Cb.a for' Det"eDdaat 


