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CHA P T E R  1 

I N T R ODUC T I ON 

a .  Purpose and Scope of Repor t 

1. 1 The t e rm " t r ade sec ret " i s  used by bus i nes smen and 

l awye r s  to descr ibe b u s i ne s s  or techn i c a l  i n forma t i on wh i ch i s  

kept pr i va t e by i t s poss essor for t he purpose of econom i c  ga i n .  

T here i s  no l i m i t a t i on on t he sub j ec t ma t t er of a t r ade secr e t , 

t hough the p r e f i x  " t r ade"  conveys t he not i on t h a t  t he i n forma t i on 

mus t somehow be use f u l  or potent i a l l y  usef u l  w i t h i n  a pa r t i cu l a r 

t r ade or i ndu s t r y .  Common examp l es of t r ade sec r e t s  i nc l ude 

r ec i pes or formu l a s ( e . g . t he secret  rec i pe for Coke ) ,  i ndus t r i a l  

know how ( e . g .  an i ngen i ous me t hod of p l ac i ng l i queu r s  i n  

choco l a t e )  and s t r a teg i c  bus i ness i n forma t i on ( e . g .  cus t omer 

1 i s  t s . ) 

1.2 I n  Canada t he r e  i s  presen t l y  no s i ng l e body o f  l aw 

govern i ng the c i rcums t ances under wh i ch t r ade sec r e t s  a r e  l ega l l y  

protec t ab l e .  T he C r i m i na l  Code does not recogn i se an o f f ence of 

t hef t of a t r ade secr e t . I f  someone w i shes to b r i ng c i v i l 

proceed i ngs for an a l l eged m i sappropr i a t i on of a t r ade sec r e t , 

t h a t  per son mus t r e l y  upon t he l aw of con t r ac t  or equ i t y .  Under 

t he con t r act appr oach , t he p l a i n t i f f asser t s  t h a t  t here i s  an 

express or i mp l i ed term of con f i den t i a l i ty i n  some con t r ac t  

between h i m  and t h e  defendant wi t h  respec t to t h e  par t i cu l a r 

i nforma t i on a t  i s s ue . The gener a l  r u l es of the l aw of con t r act 

t hen app l y  t o  t h a t  c l a i m .  In a no con t r ac t  s i t u a t i on ,  t here are 

t hree equ i t y causes of a c t i on wh i ch may be app l i cab l e .  T he 
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defend a n t  may have been i n  a f i duc i a r y  r e l a t i onsh i p  w i t h  t he 

p l a i n t i f f a t  t he re l evan t  t i me .  T r a f f i ck i ng i n  va l uab l e  

i n format i on l ea r ned i n  a f i duc i a r y  capac i t y  i s ,  i n  gener a l , 

act i onab l e .  A second pos s i b i l i ty i n  equ i ty i s  t he doctr i ne of 

br each of con f i dence . Canad i an courts have recogn i sed certa i n  

pr i nc i p l es of good fa i t h wh i ch mus t  be obser ved i n  con f i den t i a l  

re l at i onsh i ps .  A th i rd pos s i b i l i ty i s  more p r ob l emat i ca l . 

Canad i an cou r t s  have r ecogn i zed a doct r i ne of unjust enr i chment . 

Th i s  doct r i ne enab l es a p l a i nt i f f , i n  some c i rcumstances , to 

str i p  a defendant of ga i ns made t h r ough i mproper act i v i t i es .  

Whether , and i f  so how f a r , t h i s doctr i ne extends to protect i on 

of tr ade sec rets i s  not c l ea r  on the pr esent author i t i es .  

1 . 3 T hese causes of act i on s h a r e  two c r i t i ca l  

cha r acter i st i cs . F i r st ,  they r est on j udge made l aw .  Second , they 

p r e - s uppose a cou r s e  of conduct or dea l i ngs between a p l a i n t i f f 

and a defendant  pr i or to t he m i s appropr i a t i on wh i ch a court can 

c l a s s i fy i n  accordance w i th the estab l i shed l ega l t a xonomy . I n  

the resu l t ,  a tr ade sec r et is no t protected on the theory t hat i t  

i s  the p l a i nt i f f ' s prope rty; i t  receives protect i on because the 

k i nd of r e l at i onsh i p  requ i r ed the de fendant to act i n  a 

par t i cu l a r way . 

1 . 4 The r e  a r e  three ma jor p r ob l ems w i th these c auses of 

act i on ,  so far as t hey app l y  to protect i on of t r ade sec r ets . 

( 1) I t  has been a s s umed , somewhat uncr i t i ca l l y ,  by t he 

l ega l profess i on that a f ford i ng l ega l p r o t ec t i on to 

tr ade secr e t s  i s  a "good t h i ng " . Whether th i s  i s  so , 

and t he r e l at i onsh i p  of tr ade sec r e t  l aw to pa ten t and 
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copyr i ght l aw has , at l east i n  the Ang l o-Canad i an l ega l 

t r ad i t i on ,  rece i ved very l i tt l e  atten t i on. 

( 2) A s sum i ng that l ega l protect i on of t r ade sec re t s  i s ,  i n  

gene r a l , a " good th i ng " ,  the app l i c at i on of genera l 

doc t r i nes o f  l aw or equ i t y does not nece ss a r i l y  cover 

a l l the s i tuat i ons whi ch may a r i se i n  pract i ce .  As on l y  

one i nstance , the p l a i n t i f f and t he defendant may not 

have had any r e l at i onsh i p  pr i or to the 

m i sappropr i at i on .  I ndu s t r i a l  esp i onage per se may not , 

therefore , be ac t i onab l e  i n  Canada . 

( 3 )  A s sumi ng tha t a p l a i nt i f f can br i ng a tr ade secr et case 

w i t h i n  one of the ex i st i ng causes of act i on at l aw or 

i n  equ i ty ,  the remed i es ava i l ab l e  to a p l a i nt i f f have 

been the subject of cons i de r ab l e  l ega l deba te and 

rema i n  somewhat uncerta i n .  

1 .5 T h i s  Report advances two ma jor propos i t i ons . 

F i r st , that l ega l prot ect i on of t r ade secrets , i s ,  i n  

gener a l  terms , a des i r ab l e  object i ve for t he l aw t o  pur sue . T he 

Repor t a r gues that there are sound mor a l , econom i c ,  and pr ac t i ca l  

reasons for th i s  ob j ec t i ve .  Never the l ess such prot ect i on r equ i res 

carefu l de l i nea t i on so a s  to upho ld the pub l i c  i n t er e s t  i n  the 

f r ee f l ow of i n format i on ,  mob i l i ty of l abour , and ( i n cert a i n 

K i nds of cases ) the pub l i c' s  " r i ght to Know " notw i t hstand i ng a 

c l a i m  to l ega l enforcement o f  secrecy . 

Second , that  i mp l emen t at i on of t h i s po l i cy objec t i ve shou l d  

b e  effected i n  two ways . I f  con t r ac t i ng part i es w i sh to maKe 
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t he i r  own a r r angemen t s  a s  to t he conf i den t i a l i t y of t r ade 

sec re t s , t h a t  pr i v i l ege s hou l d  r ema i n  open to t hem . D i spu tes 

a r i s i ng under such ag r eeme n t s  shou l d  con t i nue t o  be governed by 

t he gener a l  l aw of con t r ac t . 

1.6 I n  t he absence of an agreeme n t  a p l a i n t i f f shou l d  not 

be l e f t  to s t r ugg l e  t o  br i ng a case w i t h i n  t he gener a l  doc t r i nes 

of equ i t y . T he l aw shou l d  p r ov i de a new s t a t u to r y  cause of ac t i on 

and a r ange of r emed i es spec i f i ca l l y  des i gned for t h i s  subjec t  

a r ea . 

1 . 7 The Repor t t e n t a t i ve l y  r ecommends t he c r ea t i on of a new 

s t a t u tory tor t wh i ch wou l d ,  under cer t a i n  cond i t i ons , g i ve a 

cause of ac t i on aga i ns t  t he m i s appr opr i a t i on of a t r ade sec r e t  i n  

a no con t r a c t  c ase . T he c r ea t i on of a new c ause of a c t i on of t h i s 

k i nd r a i ses d i f f i cu l t  and comp l ex i ssues go i ng t o  t he s cope and 

s t r eng t h  of such a t or t , t he e l emen t s  of i t ,  t he defences wh i ch 

may be r a i sed by a defend a n t  and t he spec i f i c  r e l i ef wh i ch shou l d  

be open t o  a p l a i n t i f f .  T he R epor t canvas ses var i ous i s sues 

a r i s i ng under t hese sever a l  heads and s ugges t s  pos s i b l e  

so l u t i ons . P a r t I I  o f  t he Repor t con t a i ns d r a f t  l eg i s l a t i on . 

S i nce t he Repor t recogn i ses t h a t  t here may we l l  be l eg i t i ma te 

d i f ferences of op i n i on over bot h  the ex tent  of t he p r o t ec t i on t o  

be g r an t ed b y  t he new tor t and t he mos t  appropr i a te means o f  

ach i ev i ng t h a t  protec t i on ,  s t a t u tory a l t e r na t i ves a r e  provi ded 

w i t h  r espec t to seve r a l key ma t ter s .  

b .  T he H i s tor y of t h i s  P rojec t 

1 . 8 T r ade Sec r e t s  h ave been t he subject  o f  thr ee l aw r e form 

s t ud i es i n  r ecent yea r s .  I n  t he B r i t i sh Commonwea l t h ,  t here h a s  
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been a 1973 Repor t f rom t he Tor t s  and Gener a l  Law Reform 

Commi t t ee of New Zea l and . 1 I n  t he Un i ted K i ngdom, t he Law 

Commi ss i on r ecent l y  comp l eted a t en year s t udy en t i t l ed B r each of 

Conf i dence . 2  Both these s t ud i es wer e  an i nd i r ec t  seque l t o  the 

1972 Repor t of the Younge r Commi t t ee on P r i vacy i n  t he Uni ted 

K i ngdom . 3 Tha t Commi t tee had rejec t ed propos a l s  t ha t  t here 

shou l d  be a new cause of ac t i on for the protec t i on of pr i vacy , 

bu t i t  sugges t ed tha t some spec i f i c  s i t ua t i ons mi ght deserve 

spec i a l  protec t i on .  One of these s i t ua t i ons was t hough t t o  r e l a t e  

t o  conf i den t i al i nf orma t i on .  The Younger Comm i t t ee found t he 

ac t i on for br each of conf i dence t o  be somewha t uncer t a i n  i n  

character and scope and r ecommended t h a t  i t  be re fer red t o  t he 

Law Comm i s s i on for c l a r i f i ca t i on and l eg i s l a t i ve res t a t ement . I n  

New Zealand, t he Law Revi s i on Commi ss i on ,  i nspi r ed i n  p a r t  b y  the 

Younger Comm i t tee Repor t ,  re fer red the subj ec t a r ea to the 

above- ment i oned Comm i t t ee. 

1 . 9 I n  t he res u l t ,  t he New Zea l and Commi t t ee t hought that  

t he e x i s t i ng body of j udge made law offered adequate protec t i on 

for t r ade secr e t s , and recommended tha t no l eg i s l a t i ve act i on was 

r equi red . The L aw Comm i ss i on on the other hand , a f ter  an 

exhaus t i ve s t udy of the e x i s t i ng c ase l aw ,  r ecommended a 

l eg i s l a t i ve scheme wh i ch wou l d  i nvo l ve the crea t i on of a new 

s t a t utory t or t . T h i s tor t wou l d  occupy and ex tend the f i e l d  

h i t her t o  occup i ed by t he doc t r i ne o f  breach o f  conf i dence , and i s  

potent i a l l y  app l i cable t o  any conf i dent i a l  i n forma t i on. The Law 

Dep t . of Jus t i ce ,  We l l i ngton , New Zea l and . 

Law Corn. No. 110 . 

Cmnd . 50 1 2 .  
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Commi s s i on' s propos a l s  have no t , to d a t e , been enac t ed . 

1 . 10 In t he U n i t ed S t a tes , t he c i v i l l aw p r o t ec t i on of 

t r ade sec r e t s  was , un t i l recen t l y ,  a l so dependen t upon j udge made 

l aw .  The prov i s i ons of t he F i r s t  Res t a t emen t  of Tor t s , as i s sued 

by t he Amer i can L aw I ns t i t u t e  i n  1 9 3 9 , 4  were ver y  i n f l uen t i a l  and 

w i de l y  adopt ed by U . S . Cour t s . 5 However, when t h a t  I ns t i t u te 

deba ted the scope of t he Second Res t a t emen t  o f  Tor t s, i t  

conc l uded t h a t  t r ade sec r e t s  had become a subjec t of suf f i c i en t  

i mpor t ance i n  i t s own r i gh t  tha t i t  no l onger be l onged i n  t h a t  

Res t a temen t . 6  I f  t he sub j ec t w a s  t o  be i nc l uded i n  a Res t a temen t 

a t  a l l ,  i t  was t hought  tha t i t  shou l d  r ece i ve i ndependen t 

t re a t ment i n  a sepa r a t e  T r ade P r ac t i ces Res t a temen t . In t he 

mean t i me ,  the Na t i ona l Con ference of Comm i ss i oner s  on U n i form 

S t a te L aws had accep t ed tha t t here was a case for a c l ea r , 

u n i form , l eg i s l a t i ve s o l u t i on7 to t r ade sec r e t  p r o t ec t i on ,  and i n  

1 98 0 , af ter some twe l ve yea r s' work , a U n i form T r ade Sec r e t s  A c t  

was approved and r ecommended f o r  enac tment i n  a l l t he S t a tes . 8 

The Un i form A c t  has been adopt ed i n  A rkansas , De l aware , Idaho , 

I nd i ana , Kansas , Lou i s ana , M i nnesot a ,  Nor t h  C a ro l i na and 

Wash i ng ton . Non - un i form amendme n t s  ex i s t  i n  eve r y  adop t i ng s t a te 

6 

Res t a t emen t of t he L aw, T or t s , Vo l . I V , Chap . 36 , sec t i ons 
7 5 7 - 7 59 . 

- -

See M i l gr i m ,  T r ade Sec r e t s  ( 1967 ) .  Th i s  wor k  has been 
r eproduced and upd a t ed as Vo l umes 1 2  and 1 2 A i n  Bus i nes s 
Organ i za t i ons ( Ma t t hew Bender & Co . , 1 98 1 ) .  

Res t a temen t of t he L aw, Second, Tor t s  ( 1 9 7 9 ) , Vo l . 4 ,  p .  1 .  

See t he P r e f a tory Commen t to the Un i form T r ade Sec r e t s  A c t  
reproduced i n  ( 1 9 8 0 ) 1 4  U . L . A . , C i v i l P r oc . , p .  5 37 . 

8 The U n i form A c t  was recommended a t  t he Annua l Con ference of 
the N a t i ona l Con ference of Comm i ss i oner s  on Un i form S t ate 
L aws , a t  San D i ego, Ca l i for n i a ,  August 3 - 1 0 ,  1 9 7 9 . 
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excep t Kansas . 9 

1 . 1 1  There has to d a t e  been no repor t on t r ade s ec r e t s  by a 

Canadi an l aw reform agency . The f eder a l  Depa r tmen t  of Consumer 

and Corpor a t e  A f f a i r s  has ma i n t a i ned an i n teres t i n  the subjec t 

area because of the c l ose re l a t i onsh i p  be tween t r ade secret s ,  

ant i comb i nes , t r ade r egu l a t i on ,  pa ten t , and copyr i ght  l aw .  

However,  the feder al gover nmen t ' s j ur i sd i c t i on w i t h  r espec t to a 

c i v i l ac t i on for mi s appropr i a t i on of t r ade s ecr e t s  i s  a t  bes t  

doubt f u l ,  and th i s  has e f f ec t i ve l y  prec l uded any d i s t i nc t  feder a l  

i n i t i a t i ves . T r ade Sec r e t s  was , on one occas i on, tent a t i ve l y  

canvassed a s  a top i c  for the Canad i an Un i form Law Con fer ence , bu t 

l ack of resou rces , and other work pr i or i t i es have pr even ted i t  

f r om rece i v i ng a t tent i on .  

1 . 12 Th i s  Repor t has i t s genes i s  i n  cer t a i n  r ecen t even t s  

i n  Canada wh i ch have a c t ed as a ca t a l ys t  for l aw r eform i n  thi s 

area . I n  the l as t  decade there has been an i ncreas i ng number of 

so-ca l l ed t r ade secret " t hef t s "  i n  both Canada and t he Un i ted 

S t a tes. 10 A l so ,  computer s and the i r  a s soc i a t ed d a t a  banks have 

become a t a r get  bot h  for compu ter f r eaks w i sh i ng to demons t r a t e  

that " the mach i ne can be bea ten "  and o t her per sons seek i ng t o  

1 0 

T h i s i n forma t i on i s  e x t r ac ted f r om a d r a f t  ar t i c l e  on t he 
Uni form Act by one of the U . S .  Un i for mi t y  Comm i s s i oner s , 
P rofessor R i chard Do l e  of the Un i ver s i ty o f  Hous ton Co l l ege 
of Law . P r ofes sor Do l e  k i nd l y  made the a r t i c l e  ava i l ab l e  to 
the I ns t i t u t e . The U . L. A .  l i s t s  the adopt i ng jur i sd i c t i ons 
for a g i ven Un i form Act and upd a t e s  tha t l i s t  by pocket par t 
f r om t i me to t i me . The l i s t i n ( 1 9 8 0 ) 1 4 U . L . A . , C i v i  l 
P r oc. , p .  5 37 i s  now i ncomp l e t e  wi th respect to the Uni form 
T r ade Secr e t s  Ac t . 

See Roy E. Hofer , " B us i ness Wa r f are  over T r ade Secr e t s "  
( 1983 ) 9 L i t i ga t i on 8 .  
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i n t er cept commer c i a l l y  va l uab l e  d a t a. 1 1  Inc i den t s  such as t he 

Mclaugh l i n case i n  A l ber t a , 1 2 t he Da l ton Schoo l case i n  

Mon t rea l ,  13 and H i t ach i ' s a t temp t ed appropr i a t i on of ISM ' s 

compu t e r -des i gns 1 4 have r ece i ved i n te r n a t i on a l pub l i c i ty .  T he 

Canad i an B a r  A s soc i a t i on and var i ou s  d a t a  p r oces s i ng 

organ i za t i ons ur ged t he feder a l  gover nmen t to r ev i ew t he l aw 

r e l a t i ng to i n ter ference w i t h  compu ter s and m i s appropr i a t i on of 

va l uab l e  i n forma t i on .  1 5 T he feder a l  Depar tmen t  of Jus t i ce 

commenced a s t udy of t he t op i c . A pr i va t e  member ' s  B i l l  propos i ng 

amendmen t s  t o  t he Cr i m i na l  Code was i n t roduced i n t o  t he House of 

Commons i n  1 9 8 2 . 16 T h i s B i l l  was t hen refe r r ed to a Commons 

Jus t i ce and L eg a l A f f a i r s Sub-Comm i t tee for s t udy . 

1 . 1 3 B y  a r r angement w i t h t he fede r a l Depa r tmen t of Jus t i ce ,  

a Background P aper on Improper In ter ference w i t h  Compu t e r s  and 

M i sappropr i a t i on of Commer c i a l  Informa t i on was prepared for t he 

joi n t  use of t he Depa r tmen t  and t h i s  Ins t i t u t e  by Ins t i t u t e  

counse l .  T he P aper recommended , i n ter  a l i a ,  t h a t  c i v i l l aw 

protec t i on of t r ade sec r e t s  shou l d  r ece i ve some pr i or i ty a s  a l aw 

reform projec t . The Commons Sub - Comm i t tee adop t ed t h a t  

1 1  See " Bewar e: Hacke r s  a t  P l ay " ,  Newsweek , Sep t ember 5 ,  1 98 3 , 
p .  4 2 . 

1 2 

1 3 

1 4 

1 5 

1 6 

R· v .  Mclauqh l i n ( 1 9 8 0 ) 1 8  C . R .  ( 3d )  3 39 ( S . C . C . ) .  

See Mac l eans, Augus t 2 9 , 1 98 3 , p .  4 8 . 

See D av i d  B .  T i nn i n  " How IBM S t ung H i t ac h i " ,  F or tune , March 
7 ,  1 98 3 , p .  5 0 . 

Hansard , Commons Deba te , October 1 6 ,  1 9 8 0 , p .  3 764 . 

B i l l  C - 667 . F or t he P a r l i amen t a ry d i scuss i on of t h a t  B i l l  
see H ansa r d , Commons Deba tes, F ebrua r y  9 ,  1 98 3 , 2 2674 . 



r ecommenda t i on . 17 T he F eder a l  M i n i s t er of J u s t i ce i n  J u l y  of 

1 98 3  r e lea sed d r a f t  amendmen t s  t o  t he Cr i mi na l  Code wh i ch are 

des i gned to protec t  t he phys i ca l  i n tegr i t y of compu ter s and da ta  

bases w i t h i n  t hem . 18 A rev i ew of c i v i l l aw protect i on of t r ade 

sec r e t s  i s  therefore t i me l y  and comp l emen t a r y  to feder a l  

i n i t i a t i ves t o  up d a t e  the cr i m i n a l  l aw i n  t h i s  area . 

c .  The Form of t he Repor t 

1 . 1 4 T h i s  i s  not a f i na l  Repor t .  I t  i s  a ten t a t i ve set  of 

9 

conc l u s i ons accompan i ed by d r a f t  l eg i s l a t i on .  T he I ns t i t u te ' s 

pur pose i n  i s su i ng a Repor t for D i scus s i on a t  t h i s  t i me i s  t o  

a l l ow i n teres ted per sons t h e  oppor t un i t y  to cons i der t hese 

ten t a t i ve conc l us i ons and pr oposa l s  and maKe t he i r v i ews Known to 

t he I n s t i t u t e . Any commen t s  sen t to the I ns t i t u t e  w i l l  be 

cons i dered when t he I n s t i t u t e de termi nes wh a t  recommenda t i on ,  i f  

any , i t  w i l l  maKe to t he A l ber t a  A t tor ney-Gener a l . I t  i s  a l so 

pos s i b l e  t h a t  t h i s top i c  w i l l  be the s ub jec t of a joi n t  feder a l  

provi nc i a l  i n i t i a t i ve a t  some f u t ur e  po i n t  of t i me ,  and th i s  

Repor t and any commen t s  recei ved on i t  may form a usefu l s t a r t i ng 

po i nt  for such a ven t u r e . 

1 . 1 5 I t  i s  j u s t  a s  i mpor t a n t  for i n t e r es ted per sons to 

adv i se the I ns t i t u t e  t h a t t hey appr ove t he propos a l s  and the 

d r a f t  l eg i s l a t i on as i t  i s  to adv i se t he I ns t i t u t e  t h a t  they 

ob jec t to them , or tha t t hey be l i eve t h a t  t hey need to be revi sed 

1 7 

1 8 

Repor t of t he Sub-Comm i t t ee on Comp u t er C r i me ,  pa r a .  5 8 , p .  
19-2 0 . 

See proposed Cr i m i na l  L aw Amendme n t  Ac t 1 9 83 , ss . 5 4  and 67 
and I n forma t i on P aper on Cr i m i na l  L aw Amendment P r opos a l s  
( M i ni s t e r  of Ju s t i ce ,  Ju l y  1 98 3 ) . 
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i n  who l e  or i n  pa r t . T he Ins t i t u t e  of ten subs t an t i a l l y  rev i ses 

ten t a t i ve conc l us i ons as a resu l t  of commen t s  i t  rece i ves . 

Nei ther t he pr oposa l s  nor t he d r a f t  l eg i s l a t i on have t he f i na l  

approva l of t he Ins t i tu te' s Board of D i rec t or s . T hey have not 

been adop ted , even p r ov i s i on al l y ,  by t he A l ber t a  gover nmen t .  

1 . 1 6 As  a ma t ter of conven i ence , a summa r y  of t he ma t t er s 

on wh i ch the Ins t i t u t e  wou l d  pa r t i cu l a r l y we l come commen t ,  i s  set 

ou t i n  Chap t er s i x .  T h i s s umma r y  i s  no t i n tended t o  p r ec l ude 

commen t on any ma t te r s  con t a i ned i n  t he Repor t ,  or wh i ch reade r s  

may cons i der re l evan t t o  t h i s  subjec t - a r ea . 
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CHA P T E R  2 

T RADE SE CR E T S  AND  BUSIN E SS P R AC T IC E  

2 . 1 Any d i scus s i on of l aw re form presuppose s an 

apprec i a t i on of t he pr ac t i c a l  concer ns out  of wh i ch l eg a l  i s sues 

a r e  s a i d  to ar i se .  I n  t h i s chapter we descr i be i n  br oad terms how 

t r ade sec r e t  i ss ues occur i n  everyday bus i nes s pr ac t i ce .  We do 

not a t temp t to eva l ua t e  i n  t h i s  chapter how t he l aw does or 

shou l d  re spond to t hose i s s ues . 

2 .2 Indus t r y  spokesper sons , bot h  i n  consul t a t i on s  w i t h  t he 

feder a l  Depa r tmen t  o f  J us t i ce and when appea r i ng be fore the 

P a r l i amen t a r y  Sub - Commi t tee on Computer Cr i me, i n s i s ted t h a t  

t here w a s  a need for be t t er l aw to protect t he i r  " p ropr i e t a r y  

i n forma t i on "  a n d  " t r ade secr e t s " . 19 C l ose exami na t i on of the i r  

ev i dence and cases i n  t he l aw repor t s  sugges t s  t h a t  these br oad 

phr ases can be broken down i n to four c a t egor i e s ,  a l t hough the 

l i nes be tween them are no t c l ear cut . 

2 . 3  T he f i r s t  ca tegory i nvo l ves very spec i f i c produc t 

secr e t s . F amous e x amp l e s of t h i s  k i nd i nc l ude t he formul a for 

Coke , t he rec i pe for Kent ucky F r i ed C h i cken and t he compos i t i on 

of t he me t a l s  used i n  t he h i ghes t qua l i ty orche s t r a  cymba l s .  In 

such a case, the bus i ness � the secre t .  T he sec r e t  may or may 

not be paten t ab l e ,  b u t  a pa tent i s  never app l i ed for . T he 

possessor s o f  t he secret  hand i t  down , usua l l y  by an or a l  

1 9 A number of br i e f s  we re f i l ed for the purpose of t he feder a l  
Dep t . o f  Ju s t i ce/ Canad i an In forma t i on P r oces s i ng Soc i e t y  
N a t i ona l Consu l t a t i on o n  Computer Abuse he l d  i n  Toronto on 
March 2 and 3 ,  1 98 3 . The ev i dence before t he P a r l i amen t ar y  
Sub - Comm i t t ee o n  Compu ter Cr i me i s  summar i sed i n  t he Repor t ,  
no te 1 7 ,  supra a t  paras  1 5 -19 . 
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t r a d i t i on ,  w i t h i n a t i gh t l y  con t r o l l ed h i er a rchy of pe r son s . 

T r ade sec r e t s  of t h i s k i nd have ex i s ted s i nce a t  l ea s t  the t i me 

of t he Greek Emp i re ,  and w i l l  l i ke l y  a l ways ex i s t , r ega r d l ess of 

t he s t a t e  of t he l aw .  

2 . 4  Such sec r e t s  amoun t to a monopo l y  of a pecu l i a r k i nd .  

No o t her  bus i ne s s  h a s  t he secre t , but s i nce the p r oduct i s  f r ee l y  

ava i l ab l e  on t he ma rke t ,  compe t i t o r s  can i m i t a te i t  o r  even 

r ep l i ca t e  i t  e x ac t l y  i f  t he i r own r esea r ch fac i l i t i es can br eak 

down ( or "reve r s e  eng i neer " )  the compos i t i on o f  t he p r oduc t . If  a 

sec r e t  of t h i s  t ype wa s acqu i r ed by a compe t i t i tor by nef ar i ous 

means , t he l os s  t o  t he or i g i n a t or of t he secr e t  cou l d  conce i vab l y  

amoun t to a to t a l  d i ve r s i on of bus i nes s . However consume r s  m i gh t  

g e t  the s ame produc t ( a l be i t from a d i f feren t company ) a t  a 

cheaper pr i ce .  

2 . 5  The second c a t egor y i nvo l ves t echno l og i ca l  secr e t s . 

E ve r y  bus i ness en terpr i se uses a comb i n a t i on o f  l abour , energy 

and r aw ma ter i a l s  to produce some produc t . F aced wi t h  soar i ng 

cos t s  for a l l t h r ee i tems , con t empor a r y  bus i nes se s  r e l y  on 

t echno l ogy to reduce cos t s  and i nc r ease produc t i v i t y .  The ab i l i t y 

of an en terpr i se to do we l l  or even sur v i ve i n  t oday's h i gh l y  

compe t i t i ve c l i ma te i s  d i rec t l y  r e l a ted to i t s s uccess i n  

acqu i r i ng ,  protec t i ng and exp l o i t i ng some a spect of moder n  

techno l ogy . Know l edge of t hese processes t h a t  i nc rease e f f i c i ency 

i s  usua l l y  refer red to as techno l og i ca l  "know how" . I f  th i s  know 

how wh i ch produces grea ter e f f i c i ency becomes ava i l ab l e  to o t her 

i ndus t r y  membe r s , t he en t erpr i se i s  not necessar i l y l os t , bu t i t s 

ma rket compe t i t i veness wi l l  be reduced . F rom a consumer's po i n t 

of v i ew mor e f i rms may become more e f f i c i en t , but t he or i g i n a tor 



o f  t he i nnova t i on may be l es s  l i ke l y  t o  i nves t i n  f ur t her new 

t echno l og i ca l  processes . 
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2 . 6  A t h i r d  ca tegor y o f  t r ade secr e t s  r e l a t es t o  s t r a t eg i c  

bus i ness i n forma t i on .  B us i nesses spend a good dea l  o f  money 

p r epar i ng i n t e r na l market i ng s t udi es,  cus tomer l i s t s , i n dus t r y 

forecas t s  and t he l i ke . T h i s sor t of gener a l i zed ,  i n s i der 

i n forma t i on about a par t i cu l ar t r ade or i ndus t ry i s  i mpor t an t  

because i t  forms t he r aw da t a  on wh i ch o t her dec i s i ons,  s uch a s  

f i nanc i ng, o r  ma rket i ng may be based . Loss o f  the i n forma t i on may 

no t be as ca t as t r oph i c  to a bus i ness as a l oss of a t r ade secret  

i n  categor i es one or t wo, but i t  can a l e r t  a compe t i tor t o  t he 

bus i ness s t r a tegy l i ke l y t o  be adop ted i n  a par t i cu l ar ma rke t 

sector or save va l uab l e  s t a r t  up t i me or cash expen di t ures i n  

a s semb l i ng t he i n forma t i on .  

2 . 7  The four th ca tegor y i s  more r ecen t a n d  r e l a t es to 

in forma t i on a s  a produc t i n  and of i t se l f .  T he grea tes t a t t r i bute 

of t he computer is i t s abi l ity to s t ore and co l l a te i n forma t i on .  

A new indus t r y  wh i ch ut i l i zes t h i s pot en t i a l  in the form of 

packaged i n forma t i on serv i ces has come i n to be i ng .  I ndi vi dua l 

b i t s  of i n forma t i on, use l ess in t hemse l ves , are  co l l a t e d  i n t o  

us ab l e  packages a n d  so l d  l i ke any other commodi t y . T he va l ue of 

the i nforma t i on l i es i n  t he co l l a t i on, not t he i n di v i dua l i t ems , 

wh i ch can be co l l ec t ed of f a ny pub l i c  l i br a r y  she l f .  " Secrecy" i n  

such ca ses i s  someth i ng of a m i snomer . I t  app l i es e i ther bec ause 

no one e l se has t he equi pmen t or know how to co l l a t e  t he r e l evant 

in forma t i on or has no t i nves ted t he t i me and resources requi red 

t o  do so . 
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2 . 8  I f  a compet i tor or wou l d  b e  compet i tor wan t s  t o  ob t a i n  

i nforma t i on o f  t he forego i ng k i nds , t here a r e  essen t i a l l y  two 

ways of go i ng abou t i t .  The compet i tor may seek to l ure an 

emp l oyee of t he en terpr i se wh i ch has t he i nforma t i on i n t o  h i s  own 

emp l oy .  A l t e r na t i ve l y ,  t he compe t i tor may have to resor t to some 

form of espi onage . T h a t  i s ,  an a t t emp t i s  made to appropr i a te t he 

i n forma t i on w i t hou t detec t i on .  

2 . 9  Bo t h  t hese p r ac t i ces have a l ong h i s tory i n  commerce . 

For i ns t ance , med i eva l gu i l ds a t temp t ed t o  keep t r ade secre t s  " i n 

t he f am i l y " , a nd Joshua Wedgwood once a t tempt ed to per suade t he 

Eng l i sh P ar l i amen t to a l l ow the open i ng of ar t i s ans' ma i l to 

preven t workers f rom t ak i ng emp l oymen t on t he Con t i ne n t  and 

c a r r y i ng w i t h  t hem techn i ca l  i ns i der  know l edge of t he pot te r y  

i ndus t r y . T h e r e  a r e  documen ted i ns t ances of i ndus t r i a l  esp i on age 

ex tend i ng back a t  l ea s t  as f a r  as t he Roman E mp i re . 20 

2 . 1 0  T he i nc i dence o f  bot h  t hese me t hods h a s  i ncrea sed i n  

recen t year s ,  for sever a l  reasons . F i r s t , techno l ogy has changed 

the n a t ure of moder n  bus i nes s  i n  a number of respec t s . Bus i ness 

has become a r ace aga i ns t  t i me . Techno l ogy i s  vo l a t i l e and shor t 

l i ved . T he i ncreas i ng pace of t echno l og i ca l  change means t h a t  

many per fec t l y  good i deas a nd i nven t i ons may be obso l e te before 

t hey can be pa ten ted a nd brough t  t o  t he marke t  p l ace . Th i s  

prob l em i s  comp l i c a ted by t he f a c t  tha t d i f feren t par t s  of a 

produc t may have d i f feren t deve l opmen t r a tes . Compu t e r s  t yp i fy 

t h i s prob l em .  H ardware i s  deve l oped a nd ma rke ted w i t h i n  sever a l  

20 For a good overv i ew of t he h i s t or i ca l  deve l opmen t of t r ade 
sec r e t  l aw ,  see D an i e l  F .  F e t ter l y ,  " H i s tor i ca l  Per spec t i ves 
on Cr i m i na l  L aws R e l a t i ng to the Theft o f  Trade Secrets " 
( 1 9 7 0 ) 2 5  Bus . L awyer 1 5 35 . 
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mon t hs . On t he o t her  hand , un t i l a r t i f i c i a l  i n t e l l i gence becomes 

ava i l ab l e ,  compu ter sof tware has to be deve l oped a t  g r e a t  expense 

and over a l onger per i od of t i me i n  t he form of sever a l  hundred 

t housand l i nes of hand cons t ructed code . Sof tware i s  t hus an 

e x t reme l y  expens i ve ,  l abor i n tens i ve form of i n t e l l ec t ual 

proper t y  wh i ch requ i res f ana t i ca l  protec t i on wh i l e  the cos t of 

i t s deve l opmen t i s  r ecouped t h rough sales . T echno l ogy has a l so 

promoted keener compe t i t i on .  A t  one t i me a bus i ness enterpr i se 

go t a compet i t i ve advant age f rom i t s prox i m i t y  to the r a i l road or 

r aw ma t er i a l s .  Today t he bus i ness advan t age l i es i n  techno l ogy . 

T he bus i ness pressures to know wha t  compe t i t o r s  a r e  do i ng a r e  

t herefore i n t en se. Second , emp l oyee mob i l i t y i s  now g r e a t er t han 

a t  any t i me i n  h i s tor y .  R e l a t i ve a f f l uence and t he acqu i s i t i on of 

more gene r a l l y app l i cab l e  s k i l l s have made i t  much eas i er for 

emp l oyees to move f rom p l ace to p l ace and job to job .  As a r es u l t 

va l uab l e  i n forma t i on i s  of t en p l aced i n  l es s  con t ro l l ab l e  or 

l oya l hands . I t  has a l so become eas i er for an emp l oyee to l eave 

and compet e  d i rec t l y  w i t h  an employer . Many sma l l bus i nes ses are 

c r e a t ed today to t r ade on spec i f i c  new techno l og i ca l  advances 

t ha t  l arger compan i es, w i t h  s l ow ,  cumber some organ i za t i ons cannot 

exp l o i t .  E x t ens i ve cap i t a l  i s  l es s  of a prob l em than i t  was a 

decade ago . S i mp l er , more e f fect i ve commun i ca t i ons f a c i l i t a t e  

mar ket pene t r a t i on b y  even t he sma l l es t  compan i es .  I t  i s  t hus 

more a t t r act i ve for emp l oyees to s t r i ke ou t on t he i r  own . When 

t hey do so, d i f f i cu l t i s sues a r i se as t o  wha t  i n forma t i on can be 

c a l l ed " t he i r s "  and wha t  shou l d  be respec t ed a s  more proper l y  

be l ong i ng to t he i r former emp l oye r s . Th i rd ,  t echno l ogy has made 

esp i onage� se much s i mp l er . The r e  i s  now an a r r ay of 

soph i s t i ca ted equ i pment , much of i t  der i ved f r om m i l i t ar y  
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deve l opmen t s , wh i ch makes e s p i onage w i t h i n  even we l l  r un 

en terpr i ses a r eal t h rea t . 

2 . 1 1  Indu s t r y  spokesper sons a r gue t h a t  t r ade secr e t  l osses 

a r e  ser i ous and wa r r an t  u r gen t l eg i s l a t i ve a t ten t i on .  2 1  Is t here 

objec t i ve ev i dence t o  subs t an t i a te t hese c l a i ms? There i s  no 

def i n i t i ve s t a t i s t i ca l  or emp i r i ca l  ev i dence of t he i nc i dence of 

such l os ses i n  Canada or t he U n i ted S t a t es . 22 The i n t e l l ec t ua l 

proper t y  bar repor t s  t h a t  i t  i s  hand l i ng more cases of t h i s k i nd 

t han p r ev i ous l y ,  and i n  t he l as t  sever a l  year s  t he r e  have been 

mor e  cases i nvo l v i ng t r ade sec r e t  i ssues appear i ng i n  t he l aw 

r epor t s . There a r e  emp i r i c a l  s t ud i es wh i ch sugges t t h a t  l os ses to 

bus i nes ses and gover nmen t s  f r om compu t e r  r e l a ted c r i me are 

s i gn i f i can t . 23 I t  i s ,  however , qui t e  un l i ke l y  t h a t  a 

sc i en t i f i ca l l y  accur a t e p i c t u r e  of t r ade sec r e t  l osses cou l d  ever 

be assemb l ed .  Bus i nes ses and governmen t s  r a re l y  d i sc l ose l osses 

of t h i s k i nd .  Such a r eve l a t i on may sugges t  l a x secur i t y on t he i r 

own par t . L i t i ga t i on neces s a r i l y i nvo l ves r evea l i ng a t  l ea s t some 

de t a i ls of t he sec r e t  i n  open cour t and s i gna l s  t he va l ue of t he 

i n forma t i on i n  t he ma rke t p l ace . The ava i l ab l e  ev i dence does , 

2 1 

2 2 

2 3 

No te 1 9 ,  s upr a .  

Perhaps the bes t emp i r i ca l  s t udy o f  t r ade sec r e t  p r o t ec t i on 
and i t s r e l a t i on sh i p  w i t h  p a t en t s  was under t aken as a 
H ar b r i dge House s t udy i n  t he Un i t ed S t a tes i n  1 96 8 . See 
R i chard M i l l e r , � Aspec t s  o f  Techno l ogy U t i l i s a t i on 
( 1 9 7 4 ) . 

D .  P a rker , S .  Nycum and S .  Dur a ,  Compu t e r  Abuse ( S . R . I . 
1 9 7 3 ) ;  D .  P a r ker , Compu t e r  Abuse A s sessmen�R . I . Rep . 
1 9 7 5 ) ; D .  P a r ker , Compu t e r  Abuse P e r

T
e t r a tor s and 

Vu l ne r ab i l i t i es of Compu ter  Sys t ems S . R . I .  Rep . 1 9 7 5 ) ;  bu t 
c/f Gener a l  Accoun t i ng O f f i ce ,  Compu t er Re l a t ed C r i mes i n  
F eder al P r o  r ams ( 1 9 7 6 ) ; J .  T aber , " A  Survey of Compu ter  
Cr i me S t ud i es "  1 98 0 ) 2 Compu ter  L . J . 2 7 5 . See a l so ,  
Rob i nson , L aw ou td i s t anced by techno l ogy , T he F i n anci a l 
Pos t , 3 0  May 1 9 81 , p .  2 4 , co l . 3 .  



however ,  cor robor a t e  i n  a gener a l  way the c l a i ms of i ndus t r y  

spokesper sons . 

1 7  

2 . 1 2 We accept , as a gener a l  propos i t i on ,  tha t there i s  

today a rea l prob l em bo th i n  Canada and t he Un i t ed S t a t es , wh i ch 

i n  i t s w i des t sense can be descr i bed as t he i mproper acqu i s i t i on 

and use for commer c i a l  ga i n  by one par ty of va l uab l e  i nforma t i on 

wh i ch has been gener a t ed by some other par t y .  The ev i dence 

ava i l ab l e  to us appears to i nd i ca t e tha t the i nc i dence of such 

cases i s  i ncr eas i ng and i s  caus i ng r ea l concer n to commerc i a l  

i n teres t s . The to t a l  prob l em i s  somewha t wi der than tha t of t r ade 

secr e t s  and may r equ i r e a t t en t i on a t  sever a l  poi n t s  i n  the l aw .  

T r ade secrets  a r e , however , a s i gn i f i cant  and manageab l e  sub - set  

of thi s  over a l l prob l em for l aw reform purposes . 
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CHA P T ER 3 

T HE P R ESENT  LAW R ELATING T O  PROT ECT I ON O F  TRA D E  S EC R E T S  

a .  I n t roduc t i on 

3. 1 Canad i an l aw does no t presen t l y  mark o f f  t r ade secr e t s  

as a subjec t  a r ea f o r  sep a r a t e  l ega l a t t en t i on .  I f  a t r ade secr e t  

i n  any o f  t he c a t egor i es sugges t ed i n  Chap ter  two i s  to rece i ve 

l ega l recogn i t i on and pro t ec t i on ,  i t  mus t , as t he l aw s t ands , be 

under doc t r i nes of gener a l  app l i ca t i on .  T he mos t i mpor t an t  of 

these , as has a l r eady been no ted , are der i ved f r om t he l aw of 

con t r ac t  and f r om equ i ty .  T here are a l so cer t a i n  o t her areas of 

t he l aw whi ch may i nc i den t a l l y g i ve r i se to some protec t i on for 

t r ade secre t s . F u r t her , t he l aw r e l a t i ng to t r ade secr e t s  does 

not ex i s t  i n  a vacuum . I t  forms par t of a l arger body of l aw ,  

wh i ch i s  usua l l y  refer r ed to as the i n t e l l ec t u a l and i ndus t r i a l  

proper t y  l aws of Canada . T h i s  body of l aw i nc l udes such t h i ngs as 

p a t en t , copyr i gh t  and t r ade mark l aw ,  and r e l a ted t r ade 

regu l a t i on s t a t u t es . 

3 . 2  I n  t h i s chap ter we descr i be i n  g r e a t er de t a i l  t he 

var i ous ways i n  wh i ch t r ade secr e t s  m i gh t  be pro tec t ed under the 

e x i s t i ng l aw .  We a l so descr i be the re l a t i onsh i p  be tween l ega l 

protec t i on of t r ade secr e t s  and o t her aspec t s  of t he l aw of 

i n t e l l ectua l and i ndus t r i a l  proper t y ,  and t he ope r a t i ona l 

effec t i venes s of t h a t  body of l aw .  I n  so doi ng we r eserve un t i l  

l a ter  chap t e r s  t he i mpor t an t  ques t i ons of whe t her t he l aw shou l d , 

i n  gener a l , g i ve protec t i on t o  t r ade secr e t s , and whe t her t he l aw 

shou l d  be reformed i n  any way . 



b .  Leg i s l a t i on 

( 1 )  P a ten t s  

3 . 3  Mode rn pa ten t  l aw evo l ved f rom t he " L e t t e r s  P a ten t "  

19 

wh i ch were granted by the Tudor monarchs t o  l ure sKi l l ed 

c r a f t smen to E ng l and . Those pa ten t s  wer e gu a r a n t ees of t r ade 

monopo l i es ,  and were granted on an i nd i v i du a l  and se l ec t i ve 

bas i s .  The qu i d  pro quo for t he Crown w a s  revenue f r om these 

patent s ,  and t hey were a means of rewar d i ng l oya l serv i ce .  By the 

ear l y  seven teenth cen t ury t he cour t s  had t a Ken over t he gran t  of 

paten t s . The judges con s i dered tha t p a t en t s  shou l d  on l y  i s sue for 

usefu l i nven t i ons wh i ch wou l d  bene f i t  soc i e t y . Th i s  j ud i c i a l  

phi l osophy subsequent l y  formed t he bas i s  o f  t he f amous S t a t u t e  of 

Monopo l i es of 1 623 , wh i ch proh i b i t ed monopo l i es excep t for 

paten t s  of i nven t i ons . 24 

3 . 4  I n  Canada p a t en t s  f a l l exc l u s i ve l y  w i t h i n feder a l  

jur i sd i c t i on . 2 5 Under t he federa l Pa ten t Act , 26 a patent i s  a 

form of l i m i ted monopo l y  gran ted by t he s t a t e  to t he i nven tor of 

any new and usefu l a r t , process , mach i ne ,  manu facture or 

compos i t i on of ma t t er , or any new and usefu l i mprovement [ i n any 

of t hose t h i ngs ] "  . 27 F i ve c r i ter i a  mus t  be s a t i s f i ed before a 

patent c an be i s sued . The i nven t i on mus t be composed of proper 

2 4 

2 5 

2 6 

2 7 

For the h i s t or i ca l  bacKground to p a t en t s , see Fox , 
Monopo l i es� P a ten t s  ( 1 94 7 ) , P a r t  One; Cor n i s h ,  I n t ellectua l 
P roper ty: P at en t s ,  Copyr igh t ,  Tr ade - Ma r Ks� A l l i ed R i gh t s  
( 1 9 81) , pp . 7 9 - 84 . 

Cons t i t u t i on A c t  1 867 , s .  9 1  ( head 22 ) .  

R . S . C . 1 9 7 0 , Chap . P - 4 . 

I d . , s .  2 ( de f i n i t i on o f  " i nven t ion " ) .  
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subject ma t t e r ;  i t  mu s t  be nove l ; i t  mu s t  be usef u l ;  t here mus t  

be a n  e l emen t  o f  i nven t i venes s ,  and the i nven t i on mu s t  be 

proper l y  spec i f i ed i n  the documen t a t i on ,  so t h a t  other pe r sons 

w i l l  be enab l ed to manu f ac ture  the i nven t i on when the patent 

exp i r es .  T he exac t  mean i ng of each of t hese cr i te r i a  has  

a t t r ac t ed cons i de r ab l e  case l aw r e f i nemen t .  

3 . 5  The i nven tor who does meet these cr i t er i a  ob t a i ns the 

r i gh t  to exc l ude a l l othe r s  f rom mak i ng ,  us i ng or se l l i ng the 

i nvent i on w i t h i n  Canada for a per i od of 1 7  yea r s  from the d a t e  on 

wh i ch i t  i s  i ssued . The i nventor may a l so rece i ve the benef i t  of 

cer t a i n  i n t e r na t i ona l t r ea t i es w i t h  r espec t to p a t en t s . 

3 . 6  The r a t i ona l i za t i on for con tempor a r y  pa tent s t a tutes 

has caused much deba t e . One argumen t  i nvo l ves an exp l i c i t l y 

Lockean v i ew: t he i nven tor h a s  a natu r a l  r i ght  to the " fr u i t s  of  

h i s  l abour " .  A mor e w i de l y accep ted argumen t i s  t h a t a pa ten t i s  

a pr i v i l ege g r a n t ed by t he s t a t e  to encou r age new i nven t i ons . 28 

3 . 7  A t  f i r s t  b l ush , pa t en t s  wou l d  seem to g i ve a pr i nc i p l ed 

me asure of protec t i on to t r ade secre t s . I n  p r ac t i ce ,  for sever a l  

reasons , t h i s  i s  no t so . 

3.8 First, a trade secret may not be, in terms, within the 

Pa ten t  Ac t .  For i ns t ance , a car d i n a l  pr i nc i p l e  of pa t en t  l aw i s  

tha t i deas and sc i en t i f i c  pr i nc i p l es as such are no t 

pa t en t ab l e . 2 9 T h i s pr i nc i p l e  i s  c l ea r l y  defens i b l e  i n  abs t r act 

2 8 See H . G  Fox , Canad i an P a ten t  Law and P r ac t i ce ( 4 t h  ed . ,  
1969 ) '  pp . 5 - 6 . 

29 T h i s pr i nc i p l e  has s t a t u tory for ce i n  Canada . See the P a tent 
Act , note 2 5 , supr a ,  s .  28 ( 3 )  ( No pa ten t  sh a l l i ssue for 
" any mere sc i en t i f i c  pr i nc i p l e  or abs t r act t heorem . " )  
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t e rms . An Eins tein shou l d  no t be ab l e  t o  get a s t a t e suppor ted 

monopo l y  on t he t heory of re l a t i v i t y . B u t  t h i s  gene r a l pr i nc i p l e  

has g i ven r i se t o  ser i ous p r a c t i ca l  prob l ems . Computer 

progr ammes , for ins t ance , a r e  based upon a l og r i t hms - abs t r ac t  

mat hema t i ca l  formu l as - and hence have been he l d  not t o  be 

pa ten t ab l e .  On t he o t her hand , a p r ac t i ca l  embod i ment making use 

of a sc i en t i f i c  pr i nc i p l e  i s  pa ten t ab l e . F or e x amp l e ,  i f  a m i n i ng 

company deve l oped a sys tem to use sound waves t o  d i f fe r en t i a t e 

be tween d i f fe r en t  me t a l s  i n  the g r ound , t h a t  wou l d  be pa ten t ab l e .  

T he know l edge tha t sound waves cou l d  be used for such a pu rpose 

wou l d  not be p a t en t ab l e .  

3 . 9  Second , even where the P a t ent  O f f i ce g r a n t s  a pa ten t i t  

can be cha l l enged a t  a l a ter  po i n t  of time on t he bas i s  t h a t t he 

necessary cr i t e r ia have no t i n  fac t or l aw been me t .  The 

a t t ri t i on r a t e  of p a t en t s  i n  l i t i ga t i on i n  r ecen t yea r s  has been 

h i gh in Nor t h  Amer i ca .  I n  some U . S . feder a l  c i r cui t s, it has been 

c a l cu l a t ed t h a t  8 0% of pa ten t s  cha l l enged a r e  he l d  inva l id in 

s ubsequen t l i t ig a tion . I n  C anada 69% of the p a t e n t s  cha l l enged i n  

t he Sup reme Cour t of Canada be tween 1 92 8  and 1 96 9  were he l d  

inva l i d .  I n  a l l l i t i ga tion i n  t he same per i od ,  near l y  4 0% wer e  

he l d  inva l i d . 3 0 The cour t s  a r e  insis t i ng o n  higher s t andards for 

" i nven tivenes s "  and t he i n terdependen t n a t u r e  of much modern 

r esear ch means that  i t  is  increas i ng l y  dif f i cu l t to demons t r a te 

" nove l t y" in t he t echn i ca l  meaning of t ha t  term . 

3 0 Duncan , Canadian Bus i ness and E conom i c I mp l ica t i on s  of 
P r o tec t ing Compu ter P r ogr ams ( unpub l i shed P h . D .  t hesiS , 
Unive r s i ty of Texas a t  Aus t i n ,  1 9 7 5 ) , 2 2 7 . 
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3 . 1 0  T h i r d ,  p a t ent  app l i c a t i ons are expens i ve ( t he m i n i mum 

l ega l cos t s  today wou l d  be $ 1 5 0 0  on even a s i mp l e  pa tent ) and may 

t ake sever a l  years  to process , pa r t i cu l ar l y  i f  there i s  a 

cha l l enge to the g r an t . The t i me f rame of mos t con t empo r a r y  

techno l ogi ca l  deve l opmen t s  i s  such t ha t  a usef u l  deve l opment may 

be obso l e t e  before i t  can be paten t ed . 

3 . 1 1  F our t h , Canad i an pa tent l aw does not necess a r i l y  

protec t  an i nven t i on wh i l s t  i t  i s  be i ng deve l oped . T here are two 

me thods by wh i ch pr i or i t y as between r i va l c l a i ms to a patent  

m i gh t  be de termi ned . One i s  t he f i r s t  t o  f i l e sys t em wh i ch i s  

used everywhere i n  the wor l d  excep t i n  Canada , the U n i ted S t a t es 

and the P h i l i pp i nes . I n  those three count r i e s ,  the r u l e  i s  f i r s t  

t o  i nven t . 3 1 Even t h i s ru l e  however can l eave a h i a t us when t he 

deve l opment i s  s t i l l  i n  t he l abor a tory s t age , and has not ye t 

resu l ted i n  an " i nven t i on " w i t h i n the t echn i c a l  mean i ng of t h a t  

term . For  t h a t  rea son , many compan i es depend upon t r ade secret  

protec t i on up t o  t he t i me an i nven t i on i n  the patent  sense comes 

i n to be i ng .  

3 . 1 2 F i f t h ,  t he term of a pa tent  i s  l i mi ted to 1 7  yea r s . 3 2 

T h a t  term i nvolves a consc i ous pub l i c  po l i cy cho i ce t h a t , i n  

gener a l , an  i nven tor w i l l  reap a suf f i c i en t ,  bu t no more than 

su f f i c i en t  r e t urn f rom h i s  monopo l y  i n  t h a t  per i od .  T hus , in the 

case of the go l f  b a l l t ypewr i ter ( I BM p a t ent ) and the B e t a  v i deo 

forma t ( Sony pa ten t ) the i nven tor mu s t  recoup t he deve l opmen t a l  

ou t l ay i n  t h a t  t i me ,  and make a prof i t .  T here i s  much deba te 

31 For Canad a , see s .  2 8 (  1 )  ( a J Pa ten t Ac t ;  Fox , no t e  27 , s upr a , 
p .  2 2 4 .  

32 P a ten t  Ac t , s .  4 8 .  
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abou t th i s  gener a l  t i me per i od ,  and whe t her i t  a l l ows t oo much o r  

too l i t t l e .  Some compan i es consc i ous l y  bypa ss t he s t a t u tory 

measure i f  t he deve l opmen t a l  cos t s  are too grea t or i f  t hey 

ant i c i pa t e  be i ng ab l e  to succes s fu l l y  protec t  t he t r ade secre t  by 

other means and t hus to ob t a i n  a l onger per i od of retur n .  S t i l l  

o ther compan i es use t r ade secret protec t i on i n  t a ndem w i th pa tent 

protec t i on .  Tr ade secr e t  pro t ect i on i s  used un t i l a patent has 

been obt a i ned and t he produc t r e l eased onto t he ma r ket . 

( 2 )  Copyr i gh t  

3 . 1 3  Copyr i ght  l aw, l i ke pa ten t s , h a s  undergone a change of 

r a t i ona l es i n  the course of i t s h i s tory . 33 O r i g i na l l y copyr i gh t  

was a means o f  prot ec t i ng t he pr i nt i ng t r ade . T he Crown g r anted 

t he r i gh t  of copy i ng ,  t hereby gener at i ng revenue for i t se l f  and 

exer c i s i ng a form of cen sor shi p .  I n  t i me , copyr i gh t  became a 

means of pro tect i ng a u t hor s '  r a ther than pub l i sher s '  i n t eres t s . 

There i s  an ongo i ng deba te as to whether th i s  protect i on res t s  on 

a na t u r a l  r i gh t  i n  t he a u t hor or i s  mere l y  a s t a t u tory pr i v i l ege . 

Copyr i ght  l aw i n  Canada i s  today pure l y  s t a tu t or y . 34 

3 . 1 4  Copyr i ght  f a l l s  exc l us i ve l y  w i th i n  feder a l  

jur i sd i c t i on i n  Canada . 35 T he es sen t i a l  concept s  wh i ch underp i n  

the Copyr i gh t  Act a r e  these . Copyr i gh t  ex tend s t o  eve r y  " or i g i na l  

l i t e r a r y , d r ama t i c ,  mu s i c a l  and a r t is t i c  wor k" . 36 However , on l y  

3 3 

3 4 

3 5 

3 6 

See Corn i sh ,  supr a note 2 4 , pp . 2 9 3 -3 1 5 ; Fox , The Canad i an 
Law of Copyr i ght §. I ndust r i a l  Des i gn ( 1 96 7 ) , pp . 1 - 4 1 . 

F o x , no te 3 3 , supr a , p .  2 .  

Cons t i t u t i on Act 1 86 7 , s .  9 1  ( head 2 3 ) .  

R . S . C .  1 9 7 0 , Chap. C-3 0 , s .  4 ( 1 ) . 
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the form of expres s i on of t he work i s  protec t ed . The i d �as , 

concep t or subjec t ma t ter are no t . 37 However good or va l uab l e  an 

i dea or p l an i s ,  i t  becomes pub l i c  property once i t  i s  pub l i c l y  

d i sc l osed . "O r i g i na l i ty" for t he pu rposes o f  t he Copyr i ght  Ac t 

does not refer to the express i on of or i g i na l  t hough t , bu t to the 

manner i n  wh i ch i t  i s  expressed . Copyr i gh t , under Canad i an l aw ,  

i s  no t cont i ngen t upon r eg i s t r a t i on of the work ( a s i n  some 

coun t r i es )  bu t a t t aches automa t i ca l l y  upon crea t i on of t he work . 

The protected wor k  mus t  be i n  permanen t or f i xed for m .  I f  a work 

a t t r ac t s  copyr i gh t , t he owner of t he copyr i gh t  i s  en t i t l ed to t he 

so l e  r i gh t  of reproduc t i on for a per i od based on t he l i fe of the 

author p l us f i f t y yea r s . A patent  i s  an abso l u te monopo l y .  

Copyr i gh t  i s  not . Copyr i gh t  does not proh i b i t i ndependen t 

crea t i on of t he s ame wor k .  

3 . 1 5  I n  p r ac t i ce, a number of  d i f f i cu l t i es a r i se w i t h  

copyr i gh t  l aw f rom the po i n t of  v i ew o f  protec t i on of t r ade 

sec re t s .  F i r s t , and mos t obv i ous l y ,  s i nce t he i dea i t se l f  i s  not 

protected,  l ega l remed i es for copy i ng the mat e r i a l  i n  wh i ch t he 

i dea appeared a r e  second bes t or even i l l usor y . There i s  bo th 

c i v i l and cr i m i na l  l i ab i l i t y under the Copyr i gh t  Act for 

copy i ng , 3 8  but t he measure of damages re l a t es to t he l oss 

occas i oned by t he copy i ng ( as opposed to t he l oss of  i dea ) and 

t he cr i mi na l  sanc t i ons a r e  nom i na l .  

3 . 1 6 Second , t he Copyr i ght  Act i s  now over f i f t y yea r s  o l d . 

I t  was d r a f t ed a t  a t i me when mos t  modern techno l ogy d i d  not 

37 See Fox , no t e  3 3 , supra , p .  4 3 . 

3 8 See Copyr i gh t  Act , note 36 , supr a ,  ss . 2 0 -26 . 
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ex i s t.  Br i ng i ng deve l opmen t s  such a s  compu ter s  and home videos 

wi t h i n  the pr esen t Ac t i s  e i t her i mposs i b l e  or i nvo l ves 

ou t l and i sh i n t e r p r e t a t i ons of t he Ac t . For i n s t ance , to br i ng a 

compu ter prog r amme w i t h i n t he Act wou l d  i nvo l ve a cou r t accep t i ng 

t h a t  t he progr amme cou l d  be c l as s i f i ed a s  a mach i ne r eadab l e  

t r ans l a t i on o f  an " a r t i s t i c wor k " . 

3 . 17 Reform of t he Copyr i ght  Ac t has pr oven t o  be a s l ow 

and con t en t i ous exer c i se .  Wor k  on the evo l u t i on of a moder n i zed 

Ac t began mor e  t h an a decade ago i n  Canada . 3 9 Reform of t he l aw 

i n  th i s  area i s  d i f f i cu l t  par t l y because t he subjec t ma t t er i s  a 

mov i ng t arget and pa r t l y  because i n terna t i ona l conven t i ons come 

i n to p l ay, as we l l  as domes t i c  con s i der a t i ons . For i n s t ance , 

Canada i s  a s i gna t ory t o  bo t h  t he Berne Conven t i on4 0 and t he 

Un i ver s a l Copyr i gh t  Conven t i on4 1 and i s  requ i r ed t hereunder t o  

t r ea t fore i gn wor ks i n  t he s ame manner a s  domes t i c works. Canada 

i mpor t s  mos t o f  i t s computer  sof tware. I mpr oved and more s t r i c t l y  

en forced copyr i gh t  l aws cou l d  hamper ef for t s  to bu i l d a s t ronger 

domes t i c ou tput  of compu t e r  progr ammes. 4 2 I t  seems l i ke l y  t h a t  

amendmen ts to t he Copyr i gh t  Ac t may be i n t roduced i n to P ar l i amen t  

3 9 

4 0 

4 1 

4 2 

For backg round s t ud i es see Repor t on I n t e l l ec t u a l � 
I nd i s t r i a l  P r oper t y  ( 1 971 , Economi c  Counc i l  of Canada); 
Keyes & B r unet,  Copyr ight  i n  Canada : P r oposa l s  for � 
Rev i s i on of t he L aw ( 1 977) ; and t he r ecen t Co�yr i gh t  
Rev i s i on S t ud i es under t aken b y  Consumer & Cor por a t e  A f f a i r s . 

The Conven t i on i s  r eproduced as t he Second Schedu l e  to t he 
Copyr i gh t  Act , note 36, supra . 

Reproduced i n  Fox , no t e  3 3 , s upr a , p .  776 . 

See G l obe & Ma i l ,  Sep t ember 16 , 19 8 3 , 81 4 .  (Repor t ed 
s t a t emen t  by Br uce Couchman , Consumer and Corpor a t e  
A f f a i r s . )  
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i n  t he r e l a t i ve l y  near  f u t ur e . 43 However ,  g i ven t he comp l ex 

n a t u r e  of t he subjec t ,  and t he deba t e  i t  has engender ed, i t  may 

we l l  be at l ea s t  two or t h r ee yea r s  be fore amend i ng l eg i s l a t i on 

i s  actua l l y  enac t ed , and a t  t h i s  t i me i t  i s  i mpos s i b l e  to p r ed i c t 

even t he gener a l  s hape of r eformed l eg i s l a t i on .  

( 3 )  F r eedom of In forma t i on l eg i sla t i on 

3 . 1 8  Bus i ness i s  r egu l a t ed i n  var i ous ways by one or bo t h  

leve l s  of gover nmen t s. In mos t  i ndus t r i es i t  i s  l i t er a l l y  

i mpos s i b l e  t o  oper a t e  w i t hou t forma l perm i s s i on s  o f  one k i nd or 

ano t her . A s  on l y  sever a l  e x amp l es o f  t he many hund r eds t h a t  a r i se 

i n  bus i ness i n  Canada t oday , an en t e r p r i se may need approva l 

under F I R A , i t  may need to d i scuss de t a i l s  of i t s f i nanc i a l  

oper a t i ons w i t h  Revenue Canada to e s t ab l i s h whe t her var i ous t a x  

concess i ons wou l d  app l y  t o  i t s oper a t i ons , i t  may have to ob t a i n  

perm i ss i on f rom some l oca l au t hor i ty t o  d i scha rge wa ter i n to a 

par t i cu l ar r i ver , and i t  may have t o  have l and r ezoned to perm i t 

an appropr i a te p l an t  u s i ng new t echno l ogy to be bu i l t  t o  t rea t 

the water  pr i or t o  d i sch a r ge . E ach such i nc i den t i nvo l ves mak i ng 

a f a i r l y de t a i l ed d i sc l os u r e  to a gover nmen t ,  or a governmen t 

agency, of wha t  t h a t  bus i ness en t e r pr i ses wan t s  t o  do, and how i t  

proposes to go abou t do i ng so . Inev i t ab l y, much o f  t h i s  

i n forma t i on i s  r egarded a s  con f i den t i a l  or i n  t he na t ur e  o f  a 

t r ade sec r e t  by t he d i sc l os i ng en t e r pr i se .  

3 . 1 9 The gener a l  mode l  for f r eedom o f  i n forma t i on s t a t u t es 

4 3 S t a temen t by B .  Couchman , not e  42, supr a .  
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wh i ch evo l ved i n  t he 1 9 7 0 ' s i nvo l ved three men t a l s t eps . 4 4  

Fir s t , a l l i n forma t i on i n  government hands was dec l a red to be 

pub l i c  proper ty . Second , var i ous except i ons were t hen created to 

that  genera l pr i nc i p l e .  Th i rd , provi s i on was made as to who cou l d  

app l y  t o  get i n forma t i on from t he governmen t . The prob l em of 

trade s ecre t s  was recogn i zed i n  a genera l k i nd of way by the 

dr af t ers of t h i s k i nd of l eg i s l a t i on ,  and the s t a t u tes prov i ded 

tha t the governmen t was not to r evea l to t h i rd par t i es trade 

secre t s  wh i ch had come i n to i t s possess i on . 45 

3 . 2 0 In pract i ce ,  the trade secret s  prob l em has become the 

ma jor freedom of i n forma t i on i s sue . For i n s t a nce , i n  the Uni t ed 

S t a t es nea r l y  e i gh t y  per cen t of app l i ca t i ons under the f edera l 

s t a t u te i nvo l ve one compe t i tor a t t empt i ng to smoke out trade 

secret s  of a compe t i tor . These app l i cat i ons ra i se very d i f f i cu l t 

and l arge l y  unres o l ved i s sues . Is t he or i g i n a l  depos i t or of the 

i n forma t i on to be en t i t l ed to de t ermi ne wha t i s  a trade secret ? 

I f  the depos i t or i s  no t to be t he judge of t r ade secrecy , i s  the 

government  ob l i ged to dec i de that  i s sue, and on wh a t  cr i ter i a ? 

Wha t i s  the pos i t i on to be i f  the governmen t i nadver t ent l y  

d i sc l oses a t r ade secre t ?  Wha t i f  a t h i rd par ty wan t s  to 

ch a l l enge the bureaucrac i es ho l d i ng that  cert a i n  i n forma t i on does 

amou n t  to a t r ade sec re t ?  Wha t i f  the governmen t needs f urther 

i n forma t i on t o  dec i de whe t her some th i ng i s  or i s  no t a trade 

secre t ?  Can t he governme n t  compe l fur ther d i s c l osure? Wh a t  i f  the 

or i g i na l  depos i t or wan t s  to sue to prevent  d i sc l osure ? Wha t k i nd 

4 4  

45 

See gener a l l y ,  McC amus ( ed . ) ,  Freedom of Informa t i on, 
Ca nad i an Perspec t i ves ( 1 98 1 ) . 

See e . g .  Access  to I n forma t i on Ac t , S . C .  1 9 80-81-82 - 8 3 , c .  
1 1 1 .  
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of ac t i on mi ght t ha t  per son have? 4 6 

3 . 2 1  I t  seems quite poss i b l e  tha t s i m i l a r i ssues w i l l  ar i se 

under Canad i an l eg i s l a t i on i n  t h i s  a rea . I n  one respec t  t hose 

Canad i an j ur i sd i c t i ons wh i ch do not have l eg i s l a t i on of t h i s k i nd 

have an adva n t age : they cou ld a t  l ea s t  prof i t  f rom exper i ence 

e l sewhere . 

3 . 22 A rev i ew of t he genera l mode l for f reedom of 

i n forma t i on s t a t u tes and i t s p r ac t i c a l  app l i ca t i on i s  probab l y  

wa r r an ted i n  l i ght  of e xper i ence . Abou t a l l  t h a t  c a n  usefu l l y be 

s a i d  a s  t o  t he present l aw i s  t h a t  i n  t hose jur i sd i c t i ons wh i ch 

have f r eedom o f  i n forma t i on l eg i s l a t i on , t r ade secret s depos i t ed 

w i t h  gove r nmen t  a r e , i n  pr i nc i p l e ,  supposed to be protected but 

i n  p r ac t ice t hey may not be . I n  t hose jur i sd i c t i on s  wh i ch do not 

have such a s t a tu t e ,  t he s t a t us of t r ade sec r e t s  requ i r ed to be 

supp l i ed to gover nmen t i s  very doubt fu l . A l ber t a  does not have a 

f r eedom of i n forma t i on s t a t u te of th i s  k i nd .  

( 4 )  P r i vacy Leg i s l a t i on 

3 . 2 3 A t  common l aw there i s  no cause of ac t i on for i nvas i on 

of p r i vacy . Some C anad i an jur i sd i c t i ons have enac ted s t a t u tes  

wh i ch g i ve a c i v i l cause of ac t i on for  i nvas i ons of pr i vacy . 

T here have been on l y  a handfu l of cases under t hese s t a tu tes , and 

there i s  no r epor t ed i ns t ance i n  wh i ch a c l a i m  has been made 

i nvo l v i ng a t r ade secre t . The s t a t u t es appea r to be des i gned to 

protec t  pe r sona l p r i vacy . A l t hough t he r e  may conce i vab l y  be some 

4 6 See , gener a l l y ,  as to t hese i ssues , Not e ,  "Deve l opmen t s  
Unde r t he Freedom of I n forma t i on A c t  1 9 7 8 "  ( 1 97 9 )  Duke L . J .  
3 2 7 . 
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c i rcums t ances i n  wh i ch per sona l pr i vacy m i ght  be i nvaded i n  the 

course of the m i s appropr i a t i on of a t r ade secr et , the protec t i on 

prov i ded by these s t a t u t es i s ,  a t  bes t , per i pher a l . 47 A l ber t a  

does n o t  have a pr i vacy s t a tute o f  the K i nd under d i scus s i on i n  

t h i s par ag r aph . 

( 5) Cr i mi na l L aw 

3 . 2 4 H i s t or i ca l l y ,  cr i mi na l l aw protec t i on of t r ade sec r e t s  

h a s  been der i ved only through of fences o f  gener a l  app l i ca t i on .  

For i n s t ance , i f  a t r ade sec ret  was a l so a mi l i t a r y  secret,  

d i sc l osure of i t  t o  a for e i gn enemy m i gh t  amoun t  to t r ea son . As 

t o  pur e l y  commer c i a l  m i sappr opr i a t i ons , i f  the appr opr i a tor 

i n ter fered w i th phys i ca l  proper t y  i n  t he cour se of ob t a i n i ng the 

i nforma t i on ,  of fences such as t r espa ss , and br eaK and enter w i l l  

usua l l y  be commi t t ed . I t  was however w i de l y  accep ted t h r oughou t 

t he common l aw wor l d  t h a t  i nforma t i on� se was not pr oper ty for 

t he pu r pose of t he t hef t , conver s i on and t respas s provi s i ons of 

cr i m i na l  codes or s t a tu tes. 

3 . 2 5 That  gener a l  per spec t i ve has recen t l y  been brought 

i n to ques t i on . In t he U n i ted St ates , some s t a tes began to 

proscr i be t he t hef t of t r ade sec r e t s  i n  response t o  a cr i s i s  i n  

the pha rmaceu t i ca l  i ndus t r y . 48 I t a l i an l aw d i d  no t r ecogn i ze 

drug paten t s . Sec r e t  formu l a s were s t o l en , a nd the d r ugs were 

47 

4 8 

See gener a l l y ,  D .  Vaver " Wha t ' s M i ne i s  Not Your s :  
Commer c i a l  Appropr i a t i on of Per sona l i t y under the Br i t i s h 
Co l umbi a ,  Man i toba and SasKat chewan P r i vacy Ac t s " ( 1 981 ) 15 
U . B . C .  L aw R ev . 241 . 

See Fet ter l ey ,  Not e  20 , supr a . F or t he s t a t u tes , see the 
comp i l a t i on by M i chae l A .  Eps t e i n i n  Append i x  B- 5 t o  
M i l g r i m, n o t e  5 ,  supr a .  
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manu f a c tured i n  I t a l y  and e xpor ted to the Un i ted S t a tes . The 

defendan t s  were beyond the reach of U . S . c i v i l l aw .  A major i ty of 

U . S .  s t a tes now have a the f t  of t r ade sec r e t s  prov i s i on i n  the i r 

cr i mi na l  s t a tu t es or codes . However ver y  few prosecu t i ons have 

been brought  under t hese prov i s i ons . Bus i nes s enterpr i ses 

apparen t l y  d i s l i ke revea l i ng that thei r i n terna l secu r i t y  may 

have been l ax .  A prosecu t i on usua l l y  i nd i ca tes tha t the 

i n forma t i on i s  cons i dered t o  be va l uab l e .  Th i s  i s  turn r a i ses 

d i f f i cu l t  procedur a l  prob l ems for a cou r t  wh i ch i s  f aced w i th  the 

prob l em of prot ec t i ng t he sec r e t  i n  the cou r se of wha t shou l d  be 

an open t r i a l . A few compan i es do have an ove r t  prosecu t i on 

po l i cy . I BM for i ns t ance , i nvar i ab l y  prosecu t es . Some i nd i ca t i on 

of the s t reng t h  of t h a t  company' s v i ews emerged i n  t he recen t 

a t temp t by H i t ach i t o  appropr i a t e  det a i l s  of I BM' s des i gn 

propos a l s  for new compu ter s . The f t  o f  i nf orma t i on per se i s  not 

an of fence i n  any Un i ted S t a tes jur i sd i ct i on . 

3 . 2 6 There i s  no B r i t i sh Commonwea l t h jur i sd i c t i on wh i ch 

presen t l y  has a cr i m i na l  l aw prov i s i on a i med d i rect l y  a t  the f t  of 

t r ade secre t s . I n  Canada t he C r i m i na l  Code prosc r i bes the f t  of a 

te l ecommun i ca t i ons serv i ce,49 bu t a compu ter h a s  been he l d  not t o  

b e  w i t h i n  t h e  presen t  s t a t u tor y def i n i t i on of 

" te l ecommun i ca t i on "  . 50 The feder a l  government has i n t roduced 

propos a l s  to protec t the phys i ca l  i n tegr i ty of compu t e r s  i n  an 

omn i bus Cr i m i na l Code r ev i s i on b i l l  . 5 1 I f  ena c t ed , the b i l l  

wou l d  add two new of fences to t he Code: unau thor i zed i n ter ference 

4 9 R . S . C .  1 9 7 0 ,  Chap . C - 3 4, s .  2 8 7 . 

50 .!3_ .  v .  Mclauqh l i n ( 1 9 8 0 ) 1 8  C . R .  ( 3d )  3 3 9  ( S . C . C . ) .  

5 1 Note 1 8 ,  s upr a . 
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w i t h  a com�uter  and unau t hor i zed i n ter fer ence w i t h  da t a  wi t h i n a 

compu t er . 

3 . 2 7 Whe t her con f i den t ia l informa t i on� se can be 

cons i dered " proper t y "  for t he pu rposes of t he t he f t  prov i sions of 

t he Canadian C r i mina l Code is probab l y  s t i l l  an open ques t i on .  In 

R· v .  S t ewa r t , t he On t a r i o  Cou r t  of Appea l he l d  lby a ma jori ty) 

t ha t  i t  cou l d . 5 2 Th i s  decis i on cont r ad i c t s  t he posi tion espoused 

by the Eng l i s h Cou r t  of Appea l 5 3 and some tex t wri t e r s 5 4 and i s  

present l y  on appea l to t he Supr eme Cour t of Canada . 

c .  Common Law Protec t i on of T r ade Sec r e t s  

( 1 ) Tor t 

3 . 2 8 Tor t  l aw i s  concer ned w i th  c i vi l  ob l i ga t ions wh i ch are 

i mposed by l aw .  Such ob l i ga t i ons do no t depend upon agreement 

be tween t he par t i es . Ang l o - C anadian l aw has not adop t ed pr i ma 

f ac i e  tor t t heory , wh i ch ho l ds t h a t  �harm wh i ch one per son 

inf l i c t s  on ano t he r  per son i s  ac t i onab l e  in t he absence of l awfu l 

jus t i fica t i on .  I n s t ead, Ang l o - Canad i an l aw has fo l l owed E ng l i s h 

t heor y  i n  recogn i s i ng d i sc r e t e  " nomina t e "  t or t s ,  each of wh i ch i s  

d i rected to t he upho l ding of a par t i cu l a r i n t erest  i n  soc i e t y . 

T here i s  presen t l y  no tor t of mi s appropr i a t i on of a t r ade secret  

5 2 R .  v .  S tewa r t ( 1 983 ) ,  5 C . C . C .  ( 3d )  481 ;  3 5  C . R . ( 3d )  105;  
149 D . L . R .  1 3dJ 58 3 .  See a l so Magnus son , " K i r kwood and 
S t ewa r t : Us i ng t he Crimi na l Law aga i n s t  I nf r i ngemen t of 
Copyrigh t and t he T aking of Con f i den t i a l  I n forma t ion " 1 1 9831 
3 5  C . R .  1 3dl ) 1 29; Hammond , " The f t  of I n forma tion " 
I for t hcom i ng, Apr i 1 1984 , L . Q . R . ) .  

5 3 Ox ford v .  Moss 11978) 68 Cr . App . R .  18 3 I D i v .  C t . ) .  

54 See e . g . G r i ew ,  The Thef t Ac t s  1968 and 1 9 7 8  1 4 t h  ed . )  a t  
pp . 16-17 . 
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a l t hough some tor t s , such as un l awf u l l y  i nduc i ng a br each of 

con t r ac t  ( a s by en t i c i ng away a key emp l oyee ) ,  may g i ve a 

per i pher a l  me asure of protec t i on to t r ade secre t  " owner s " . 

3 . 2 9 One deve l opmen t i n  tor t l aw wh i ch may be s i gn i f i ca n t  

for i n te l l ec t ua l and i ndus t r i a l  prope r t y  l aw i nvo l ves t he 

nomi n a t e  tor t of pa s s i ng o f f .  I t  i s  ac t i onab l e  t o  use a name or 

get up i n  a way wh i ch i s  ca l cu l a ted t o  cause con fus i on w i t h  t he 

goods of a par t i cu l ar t r ader . T he c l a s s i ca l  author i t i es 5 5  sugges t 

t he tor t protec t s  a propr i e t a ry r i gh t  i n  t he reput a t i on or 

goodw i l l  of a product of wh i ch t he name , ma rk or get  up i s  t he 

badge or veh i c l e .  T he objec t i ve i s  to protec t t he pub l i c f rom 

be i ng con fu sed a s  to whose produc t i s  whose . There i s  an 

a l tern a t i ve a r gumen t : pass i ng of f cou l d  be cons i dered as a 

subspec i es o f  a more gener a l i zed ca t egor y  of t or t i ous behav i our 

ca l l ed " un f a i r compe t i t i on " . Th i s  l a t ter a r gumen t has commended 

i t se l f  to sever a l  Commonwea l t h judges i n  r ecen t ye a r s . 5 6 I t  may 

be therefore t h a t  the tor t i s  unde rgo i ng an evo l u t i onary change . 

3 . 3 0 I t  i s  i mpos s i b l e  t o  pred i c t  whe t her t he unfa i r  

compe t i t i on a r gumen t w i  1 1  preva i l i n  B r i t i sh Commonwea l t h 

jur i sd i c t i ons . 5 7 There are two d i f f i cu l t i es w i t h  t he gener a l  

concep t . F i r s t , un f a i r compe t i t i on ,  a s  a concep t ,  res t s  upon 

uncer t a i n  prem i ses . One i s  t h a t  subs t andard bus i ness mor a l i t y can 

5 5  

5 6 

5 7  

See e . g .  Spa l d i nq � B rothers v .  Gamaqe L td .  ( 1 9 15 )  32 R . P . C .  
2 7 3 , 284  ( Lord P a r ker ) ;  Reddaway v .  B a nham [ 1906 ] A . C .  1 39 .  

See e . g .  Bo l l i nger v .  Cos t a  B r ava [ 1 9 6 0 ] R . P . C .  1 6 ;  Co lqa t e  
P a l mo l i ve L t d .  v .  P a t tron-1 1�R . P . C .  6 3 5 . 

I n  Eng l a nd , the House of Lords appe ar to have re af f i rmed t he 
c l a ss i ca l  pos i t i on i n  E r ven Wa rn i k  v .  Townend ( 1 9 80 ) R . P . C .  
3 1  0 
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somehow be i den t if i ed and a t t acked . Ano ther prem i se i s  econom i c :  

i f  one per son i s  en t i t l ed to t ake advan t age of t he work or l abou r 

of another w i t hou t pay i ng app ropr i a te compensa t i on for i t ,  then 

" good " econom i c  behav i ou r  ( i ndus t r y  and cre a t i v i t y )  w i l l  be 

d i scou r aged . Second , t he concep t has no t had much i mpac t  even i n  

t hose jur i sd i c t i ons wh i ch have adop ted i t .  Some con t i nen t a l  codes 

have unfa i r  compe t i t i on prov i s i ons bu t t hey do no t appear to be 

used ve ry of ten i n  p r ac t i ce .  I n  t he U n i t ed S t a tes t he Supreme 

Cou r t i n  1 9 1 8  endor sed t he concept i n  t he f amous c a se of 

I n t erna t i ona l News Serv i ce v .  A s soc i a t ed P r ess . 5 8  However , a f t er  

t he dec i s i on i n  E r i e  v .  Tompk i ns 5 9 ( ho l d i ng t h a t  t here i s  no 

feder a l  common l aw i n  t he Un i ted S t a t es ) the doc t r i ne became a 

ma t t er for s t a te common l aw .  I t s subsequen t h i s t ory i s  t h a t  of a 

l ega l a r gument of l as t  resor t .  I n  many s t a t es the ex i s t ence of 

spec i f i c  t r ade sec r e t  protec t i on s t a t u tes has now made re l i ance 

on t h i s  tor t unnces s a r y . 

3 . 3 1 I n  Canad a  an a t t emp t was made i n  a c i r cu i tous manner 

to i n t roduce a cause of ac t i on for unfa i r  compet i t i on .  T he 

feder a l  T r adema rk A c t 6 0 con t a i n s a prov i s ion i n  s .  7 ( e )  

proscr i b i ng " t he [ do i ng of ] any act or [ t he adop t i on of ] any 

o t her bus i ness pr ac t i ce con t r a r y  to hones t i ndus t r ia l  or 

commer c i a l  usage i n  Canada " .  T h i s  s t a t u t ory tor t l ay dorma n t  for 

many yea r s  and was not r e l i ed upon i n  prac t i ce .  T h i s  may have 

been because there was a l ways doub t abou t t he cons t i t u t i ona l 

va l i d i t y  of t he prov i s i on .  Tha t cau t i on on t he par t of t he bar 

5 8  ( 1 9 1 8 )  248 u . s .  2 1 5 .  

5 9 ( 1 93 8 ) 304  u .  s .  6 4 . 

6 o R . S . C .  1 9 7 0 , Chap . T - 1 0 .  
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was just i f i ed :  i n  McDona l d  v .  V apour Rub6 1 t he prov i s i on was 

f i na l l y  he l d  uncons t i t u t i ona l by t he Supreme Cour t of C anada . 

Some feder a l  gove r nmen t  adv i sor s have a rgued t h a t  p rov i ded t h i s 

prov i s i on was rec a s t  i n  t he form of a regu l a tory s t a tu te , t he 

feder a l  gover nmen t  m i gh t  be ab l e  to reenac t i t ,  r e l y i ng on t he 

t r ade and commerce c l ause of t he B . N . A .  A c t . T he feder a l  

gover nment has no t g i ven any i nd i ca t i on t h a t  even i f  such an 

ar gument wer e  accepted , i t  i n t ends to r esur rect s .  7 ( e )  i n  some 

form . T he prob l em i s  one wh i ch cou l d , i f  i t  we r e  thought 

des i r ab l e  t h a t  t here be such a cause o f  a c t i on i n  C anad a , be 

add res sed by t he evo l u t i on and adop t i on of a U n i form Act  by t he 

prov i nces . 

3 . 3 2 I f  a gene r a l i zed tor t of un f a i r  compet i t i on we re to be 

recogn i zed i n  Canada , i t  wou l d  be of d i rec t  r e l evance to the 

pro tec t i on of t r ade sec re t s . On t he pr esen t s t a t e  of t he 

author i t i es i t  seems unl i ke l y  that  t he concep t wi l l  evo l ve a s  a 

jud i c i a l  deve l opment of t he l aw w i thou t a good dea l more debate 

over a per i od of yea r s . 

( 2 )  Con t r ac t  

3 . 3 3 T he l aw o f  con t r a c t  may be emp l oyed t o  protec t  t r ade 

sec r e t s  in sever a l  ways . F i r s t , cont r ac t  l aw r ecogn i zes i n  a 

gener a l  way t h a t  an emp l oyer has a l eg i t i ma t e  i nteres t i n  

protect i ng i n forma t i on evo l ved for t he purpose o f  t h a t  emp l oyer ' s  

bus i ness . Thus , even i n  t he absence of an express covenan t ,  

cour t s  rout i ne l y  i mp l y  i n to t he emp l oye r / emp l oyee re l a t i onsh i p  an 

ob l i ga t i on of good f a i t h .  However , such coven an t s , whe t her 

s 1 [ 1 977 ] 2 S . C . R .  1 3 4 .  
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e xpress or i mp l i ed, a r e  n o t  t r e a t ed as  bei ng abso l u t e .  T hey a r e  

made subjec t to cer t a i n  gener a l  pr i nc i p l es of t h e  l aw of con t r ac t  

r e l a t i ng t o  res t r a i n t o f  t r ade . T he covena n t  w i l l  be enforced 

on l y  i f  i t  i s  reasonab l e  bot h  i n  the pub l i c  i n teres t , and as 

between t he emp l oyer and t he emp l oyee . Under t hese pr i nc i p l es t he 

cour t s  are , i n  e f f ec t , a t t emp t i ng t o  d r aw a ba l ance be tween t he 

emp l oyer ' s  econom i c  i n t eres t s  on t he one hand . and t he emp l oyees 

( and soc i e t y ' s )  i n tere s t  i n  mob i l i t y of l abour on t he o t her hand . 

T h i s ba l ance may be hard to ach i eve i n  par t i cu l a r ca ses , bu t t he 

pr i nc i p l es o f  l aw are ver y  we l l  es t ab l i shed and no t i n  doubt . I t  

i s  very common i n  h i gh techno l ogy f i rms for qu i te spec i f i c ,  and 

e l abor a t e  provi s i ons r egard i ng secrecy to be worked ou t between 

key emp l oyees and t he i r emp l oyer . 

3 . 34 Second , i t  i s  open to a bus i ness to protec t i t s 

phys i ca l  p r em i ses and p l ant  aga i ns t  thef t of t r ade sec r e t s  by 

adm i s s i on l i cences . Under t h i s procedu re , a bus i ness w i l l  no t 

a l l ow any per son to en ter  i t s prem i ses for any purpose , un l ess  

t h a t  per son s i gns an unde r t ak i ng to respec t the emp l oyer ' s  

i n t eres t i n  any con f i den t i a l  i n forma t i on w i t h  wh i ch t h a t per son 

may come i n  con t ac t . Major h i gh t echno l ogy compan i es common l y  

r esor t to t h i s  p r ac t i ce today . 

3 . 35 T h i rd ,  i t  i s  qui t e  common i n  p r ac t i ce t o  " package " new 

t echno l ogy when i t  i s  so l d  to other compan i es .  Company X may have 

deve l oped a new, more e f f i c i en t  me t hod of we l d i ng .  The mechan i ca l  

par t o f  t h a t me t hod may have been pa t en t ed .  However , very of ten 

t here w i l l  be a good dea l o f  unpa ten t ed ( and unpa t en t ab l e )  

i nforma t i on and know- how abou t the cond i t i ons under wh i ch t he new 

i nvent i on works bes t . Th i s  i n forma t i on i s  reduced to wr i t i ng ,  and 
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so l d  a l ong w i th the mach i ne ,  on t he cond i t i on t h a t  i t  not be 

d i vu l ged to other i n teres ted par t i es w i thout the express consent 

of Company X .  L i cenc i ng ag reement s  a l so common l y  con t a i n  

e l abor a t e  prov i s i ons as to t he per sons who w i l l  be en t i t l ed to 

use t r ade secre t s , and under what cond i t i ons . 

3 . 36 Con t r ac t u a l protec t i on of t r ade secr e t s  i s  ver y  w i de l y  

p r ac t i sed i n  Nor t h  Amer i ca today . There does no t appear t o  be any 

pub l i shed evi dence t h a t  prob l ems have deve l oped i n  p r ac t i ce wh i ch 

cou l d  not be add res sed by ex i s t i ng pr i nc i p l e s of con t r act l aw .  

( 3 )  Equ i t y : f i duc i ary du t i es 

3 . 3 7 Persons who occupy pos i t i ons of p a r t i cu l a r t rus t owe , 

i n  l aw ,  h i gher dut i es of a l l eg i ance to the per sons t hey represen t 

than t hose wh i ch a r i se under an emp l oyee' s gener a l  duty of  

loya l ty .  T hese per sons are categor i zed in  l aw as f i duc i a r i es .  The 

i nc i den t s  wh i ch t he l aw a t t aches to a f i duc i a r y  re l a t i onsh i p  a r e 

severe . F i duc i a r i es a r e  not ent i t l ed to put  t hemse l ves i n  a 

pos i t i on where t he i r duty  and pe r sona l i n t ere s t s  may con f l i c t , 

and t h i s  i nc l udes a du ty no t to t r a f f i c  in t r ade secr e t s  g a i ned 

i n  a f i duc i a ry capac i ty . T he c l a ss i c a l  au t hor i t i es ho l d  t he 

f i duc i a ry to an abso l u te s t andard . T hus , even where t he 

benef i c i ar y  has know i ng l y  re jec ted t he use of t he benef i t  t he 

i n forma t i on represen t s , the f i duc i a r y  may s t i l l  be he l d  l i ab l e  to 

accou n t  to t he benef i c i a r y .  

3 . 3 8 There a r e  sever a l  d i f f i cu l t i es w i t h  f i duc i ary l aw from 

t he po i n t of v i ew of pro tec t i on of t r ade secr e t s . F i r s t , a t  one 

t i me i t  was t hough t t h a t  t here were par t i cu l a r c a t egor i es of 

f i duc i a r i es ,  and t h a t  a p l a i n t i f f had to br i ng h i mse l f  w i t h i n  one 
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of those es t ab l i shed c a t egor i es .  That v i ew i s  probab l y  not now 

good l aw .  The c a tegor i e s of f i duc i a r i es are , l i ke those o f  

neg l i gence , never c l osed . However , once obv i ous s i t u a t i ons such 

as t h a t  of t r us tees and company d i rec tor s are pu t to one s i de ,  

there rema i ns a good dea l o f  room for argumen t  as to how f a r  

l e s ser of f i c i a l s  and emp l oyees may be subjec t to f i duc i a r y  

dut i e s .  Some pe r sons who have acce ss t o  t r ade sec r e t s  may not , i n  

l aw ,  occupy a f i duc i a ry pos i t i on .  

3 . 3 9 Second , there has been much l ega l deba te a s  to the 

per son to whom the f i duc i a r y  duty i s  owed . For  i ns t ance , i t  i s  

s t i  1 1  w i de l y  accep ted t h a t  i n  re l a t i on to compan i e s the 

d i rec t or ' s du t y  i s  to the company , not t o  i nd i v i dua l sh areho l ders  

o f  the company . Th i s  r a i ses p r ac t i c a l  p rob l ems as to who can sue 

i n  a g i ven case . 

3 . 4 0 T h i rd , t he remed i e s for a br each of a f i duc i a ry duty 

pose some d i f f i c u l t i e s i n  r e l a t i on to t r ade sec re t s . Remed i e s can 

be c l a ss i f i ed as e i ther per sona l or propr i e tary . Per son a l  

remed i es do no t en t i t l e  the p l a i n t i f f to t r ace a par t i cu l a r p i ece 

o f  prope r t y  i n t o  t he hands of t h i rd par t i es .  T h i s may be very 

i mpor t an t  i n  some cases . ( E . g . , where t he defendan t i s  

i nso l vent ) .  P r opr i e t a ry remed i es on t he other hand a l l ow t r ac i ng .  

However , whe t her a t r ade sec r e t  shou l d  be cons i dered as prope r t y  

for t he purpose o f  t h i s c l a ss i f i ca t i on i s  a ver y  d i f f i cu l t  i s sue . 

The judgmen t s  i n  t he l ead i ng Commonwea l t h au t hor i t y 6 2  have no t 

def i n i t i ve l y  reso l ved the ques t i on .  

6 2  Boar dman v .  P h i pps [ 1 967 ] 2 A . C .  4 6 . 



38 

3 . 4 1  In t he res u l t ,  f i duc i ary l aw may g i ve r i se t o  an 

effec t i ve remedy aga i ns t  some mi sappropr i a t i ons o f  t r ade secr e t s , 

bu t even t hen t he resu l t s th i s  head of l i ab i l i t y w i l l  produce 

depend very much upon who can sue , and t he app l i ca t i on of a very 

d i f f i cu l t  body of remed i a l  l aw .  

1 4 1  Equ i t y :  unjust  en r i chmen t 

3 . 4 2 There i s  no doubt  that  Canad i an l aw recogn i zes a 

doc t r i ne of un j u s t  enr i chmen t . I n  gener a l  terms , t h i s doc t r i ne i s  

a i med at  pr even t i ng a per son fr om re t a i n i ng money or some other 

benef i t  wh i ch i t  i s  ag a i ns t  consc i ence that  he shou l d  keep . 

Beyond t h a t  ver y br oad s t a temen t , t here i s  l i t t l e agr eemen t upon 

t he n a t ure , or i nc i dent s of t h i s doc t r i ne .  As one academ i c  

commen ta tor h a s  noted : 

The j u r i d i c a l  na t ure of unjust  
enr i chment  r a i ses a number of i s sues . Is  the 
pr i nc i p l e  not h i ng more than a gener a l  concept 
wh i ch prov i des u n i t y  to t he ot herw i se d i verse 
ac t i ons in  quas i - con t r ac t  and equ i t y? Or i s  
the pr i nc i p l e  an i nv i t a t i on to d i scret i onary 
jus t i ce ?  T he d i vers i ty of op i n i on among 
judges and commen t a tors can be seen f r om t he 
d i ver s i t y  of descr i p t i ons that  t hey have 
app l i ed to t he pr i nc i p l e of u n j u s t  
enr i chmen t . I t  has  been ca l l ed t he source o f  
a remedy o r  a source of remed i es ,  a un i f y i ng 
pr i nc i p l e ,  a t a l i sman to d i s t i ngu i sh a 
res t i t u t i on case f rom a case i n  tor t or 
con t r ac t , and a gener a l i zed r i gh t  o f  
act i on .  6 3 

3 . 4 3 I n  one of the mos t w i de l y  c i ted Eng l i sh j udgmen t s , 

Gaf f J .  sugges ted that t he pr i nc i p l e  " p resupposes th ree th i ngs : 

1 /  rece i p t by the de fendan t o f  a bene f i t ,  2 /  a t  t he p l a i n t i f f ' s 

expense , 3 /  i n  such c i rcums t ances t h a t  i t  wou l d  be unjus t to 

6 3 K l i pper t ,  " T he Jur i d i ca l  Na ture of U n j u s t  Enr i chmen t "  ( 1 98 0 ) 
3 0  U . T . L . J .  356 , a t  p .  3 5 6 . 



a l l ow t he de fendan t to re t a i n  t he benef i t . " 6 4 I n  re l a t i on to 

t r ade sec r e t s  t hese pr i nc i p l e s ra i se more ques t i ons t han t hey 

3 9  

an swer . Even assum i ng a benef i t  h a s  been rece i ved b y  a def endan t ,  

there i s  no Canad i an au t hor i t y for t he propos i t i on t h a t t ak i ng or 

us i ng a t r ade sec r e t  wi t hou t a u t hor i t y i s  w i t h i n  pr i nc i p l e s 2 and 

3 .  T he sugge s t ed pr i nc i p l e s do not t e l l us why , and when , the 

t ak i ng of a bene f i t  i s  a t  t he p l a i n t i f f ' s expen se , or why i t  i s  

un jus t t h a t  a defendant  shou l d  be a l l owed t o  re t a i n  t h a t  bene f i t .  

3 . 4 4 T he conc l us i on wou l d  seem to be , t herefore , t h a t  

however un j us t  enr i chment  i s  conce i ved , i t s present parame te r s  

a r e  t oo uncer t a i n  for i t  t o  be pres sed w i t h  rea l con f i dence i n  

re l a t i on t o  t r ade sec re t s . Moreover , desp i te ac adem i c  i n teres t i n  

th i s  subjec t - a rea , case l aw deve l opmen t of t he l aw has been 

sporad i c  and s l ow .  

( 5 )  Equ i t y :  breach of con f i dence 

3 . 4 5 F r om abou t t he m i dd l e  of t he e i gh teen t h  cen t u ry 

Eng l i s h ch ancery j udges began to g r an t i nj u nc t i ons aga i n s t  wh a t  

came t o  b e  te rmed a " bre ach of con f i dence" . T he f i r s t  c a ses 

concer ned protec t i on of unpub l i shed manuscr i p t s  whe re t he 

manuscr i p t  had been commun i ca t ed t o  someone upon t e rms l i mi t i ng 

i t s user , though the par t i es were not necess ar i l y i n  a 

con t r ac t ua l re l a t i onsh i p .  T he ear l y  cases con t a i n  some confus i ng 

l angu age as to t he bas i s  of t h i s  j u r i sd i c t i on .  As T urner V . C .  

noted : 

T h a t  t he cour t has exer c i sed j ur i sd i c t i on i n  
ca ses o f  th i s  n a t ure does not , I th i nk ,  admi t 
of any ques t i on .  D i f feren t grounds h ave 

6 4  � E xp l or a t i on Co . v .  Hun t [ 1 9 7 9 ] 1 W . L . R .  783 , 8 3 9 . 
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i ndeed been ass i gned for t he exe rc i se of t h a t  
jur i sd i c t i on .  I n  some cases i t  h a s  been 
refer red to proper ty , i n  o t hers  con t r ac t , and 
i n  o t her s , ag a i n ,  i t  has been t r eated as 
founded upon t r u s t  or conf i dence , mean i ng ,  as 
I be l i eve , that the cour t f as tens t he 
ob l i ga t i on on t he consci ence of the par t y ,  
and enforces i t  aga i n s t  h i m  i n  t he same 
manner as i t  en f orces aga i n s t  a par ty to whom 
a bene f i t  i s  g i ven the ob l i ga t i on of 
per formi ng a promi se on t he f a i t h of wh i ch 
t he benef i t  h a s  been confer red : bu t ,  upon 
wh a tever gr ounds t he jur i sd i c t i on i s  founded , 
t he a u t hor i t i e s l eave no doub t a s  to the 
exer c i se o f  i t . 6 5 

3 . 46 By t he m i d  n i neteenth cen tury i t  was c l ea r  t h a t  equ i ty 

cour t s  wou l d  g r a n t  i n junc t i ons on a broad pr i nc i p l e  t h a t  

" i nforma t i on ob t a i ned by rea son of a con f i dence reposed o r  i n  t he 

course of a con f i dent i a l  emp l oymen t ,  cannot be made use of e i t her 

then or at any s ubsequen t t i me to the de t r i men t of t he per son 

f rom whom or a t  whose expense i t  was ob ta i ned . " 6 6  Th i s  

pr i nc i p l e ,  wh i ch had s t ar t ed l i fe as a means of prot ec t i ng 

unpub l i shed manuscr i p t s  i n  t he days before modern copyr i gh t , was 

gr adua l l y e x t ended i n  t he ca ses to cover any k i nd of marke t ab l e  

know l edge . 

3 . 4 7 D u r i ng a per i od f rom abou t t he l a t e  n i neteen th cen tury 

un t i l t he second wor l d  war , t h i s  equ i t ab l e  doc t r i ne f e l l i nt o  

d i suse . Whe t her as an acc i den t of l ega l h i s tory or a more 

consc i ous cho i ce ,  t he cases dur i ng t h a t  per i od were l arge l y  

argued on t he bas i s  o f  con t r act theor y . 6 7 However , i n  a l and 

6 5 

6 6 

6 7 

Mor r i son v .  Moa t ( 1 85 1 )  9 Hare 2 4 1 ; 2 0  L . J .  Ch . 5 1 3 ;  68 E . R .  
492 , per Turner V . C .  a t  p .  498 . 

Ashbu r ner , P r i nc i p l es of Equ i ty ( 2 nd ed . )  p .  3 7 4 . 

Ashbur ner s ugges t s  t h a t  common l aw judges were a t temp t i ng to 
u t i l i se i n  common l aw te rms , i deas t h a t  had or i g i n a t ed i n  
equ i ty . .!.Q .  
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ma r k  case i n  1 9 4 8 , Lor d Greene M . R .  r ea f f i r med t he ex i s tence of 

t he equ i t ab l e  doc t r i ne . 6 8 S i nce that  t i me there have been a 

number of r epor ted cases i n  a l l t he B r i t i sh Commonwea l t h 

j u r i sd i c t i ons as the pr i nc i p l es r e l a t i ng to t h i s  or i g i na l  head o f  

equ i ty j u r i sprudence have been ar t i cu l a t ed and r e f i ned . 

3 . 48 T he pr esen t l aw can be summar i sed t hus : T he l ead i ng 

judgemen t s  have r e t u r ned to the propos i t i on a s ser t ed by t he ear l y  

chance l l or s . T he jur i sd i c t i on i s  based on a broad pr i nc i p l e of 

good f a i t h .  " He who has rece i ved i n forma t i on i n  con f i dence shou l d  

no t t ake a n  unf a i r  adva n t age o f  i t . " 6 9 Tha t doc t r i ne does no t 

depend upon t he ex i s tence of a con t r ac t  bet ween t he par t i es or 

t here be i ng pr oper t y  i n  t he subjec t ma t t er of the con f i dence . I t  

i s  not con f i ned t o  t r ade secrets . I n forma t i on of any k i nd may 

come w i t h i n  i t s r each . The doc t r i ne h a s  however been j ud i c i a l l y 

c i rcumscr i bed i n  var i ous ways . 7 °  F i r s t , t he i nforma t i on mus t be 

conf i dent i a l . I t  mu s t  no t be some t h i ng wh i ch i s  pub l i c l y  known . 

Second , t he i n forma t i on mus t be i mpa r t ed i n  c i rcums t ances 

i mpor t i ng an ob l i ga t i on of con f i dence . T h i s  i mp l i es some k i �d of 

dea l i ng ( no t  necessa r i l y res u l t i ng i n  a con t r ac t ) between t he 

6 8 

6 9 

7 0 

Sa l tman v .  Campbe l l  ( 1 9 48 ) 65  R . P . C .  2 0 3 . F or A l ber t a  case 
l aw see Mob i l O i l Can . L td .  v .  Canad i an Super i or O i l � 
N i e l sen TT979 1  4 W . W . R .  48 1 ( A l t a S . C . ) ;  Chevron S t andard 
L t d . v.  Home O i l Co . [ 1 980 ] 1 1  B . L . R .  5 3  ( Q . B . ) , ( 1 9 82 ) 3 5  
A . R .  5 5 0�A� leave t o  appea l to S . C .  den i ed ( 1 9 8 2 ) 4 0  
A . R .  1 8 0 ;  P r otheroe , " M i suse of Con f i den t i a l  I n forma t i on "  
( 1 97 8 ) 1 6  A 1 t a . L aw Rev . 2 56 . 

F r aser v .  Evans [ 1 969 ] 1 A l l E . R .  8 pe r Lord Denn i ng M . R .  a t  
p .  1 1 .  

A w i de l y  accept ed s t a t emen t  of t he l i m i t a t i ons appea r s  i n  
t he j udgmen t of Megar r y  J .  ( as he t hen was ) i n  Coca v .  C l ark  
[ 1 969 ] R . P . C .  4 1 . ( Ch . ) .  See a l so Vaver , " C i v i l L i ab i l i ty 
for T ak i ng or U s i ng T r ade Sec r e t s  i n  Canada " ( 1 98 1 ) 5 
C . B . L . J .  2 5 3 . 
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pa r t i es .  Thus , the vo l ub l e  i nven tor who b l ur t s  out h i s  i nven t i on 

a t  a pa r t y may have no redress under t h i s doc t r i ne .  And 

i n forma t i on ob t a i ned s u r rept i t i ous l y  by some form of i ndu s t r i a l  

espi on age may not be a c t i onab l e .  Th i rd ,  there mu s t  have been an 

unau thor i zed use of the i n forma t i on .  Four th , i n  some 

c i r cums t ances , there may be jus t cause for t he use or d i s c l os u r e  

of t he i n forma t i on .  Th i s  pr i nc i p l e  c a n  be t r aced back t o  the o l d  

equ i ty ma x i m t h a t  there i s  no con f i dence i n  an i n i qu i t y , 7 1  and 

was subsequen t l y br oadened i nto i t s present formu l a t i on by 

( pr i nc i pa l l y )  Lord Denn i ng . 7 2  

3 . 49 The remed i es wh i ch may be ava i l ab l e  when th i s  cause of 

ac t i on i s  made ou t have occas i oned much deba te . There is no 

d i spu te t h a t  an i n j uc t i on may be g r a n t ed pr even t i ng t he use of 

t he i n forma t i on ,  and t ha t  j udges have t he power to order the 

de l i very up and des t r uc t i on of such t h i ngs as b l ue pr i n t s  or 

cus tomer l i s t s  i n  t he pos ses s i on of the defendan t .  There has been 

a good dea l of concern as to the per i od of t i me for wh i ch an 

i n junct i on shou l d  be g r an ted . A perpe t ua l i n junc t i on wou l d  put 

the p l a i n t i f f  i n  a be t t er pos i t i on than a p a t entee , and t h i s has 

t roub l ed some j udges and commen t a to r s . As to damages , i n  theor y ,  

i f  br each of con f i dence i s  a doc t r i ne der i ved f r om t he or i g i na l  

equ i t y  ju r i sd i c t i on of a cour t there i s  no power to award common 

l aw damages for a br each of t h a t  ob l i g a t i on .  To do so wou l d  

p r esuppose a doc t r i n a l  fus i on o f  l aw and equ i t y . I n  pr ac t i ce ,  

cour t s  have i gnor ed th i s  prob l em ,  though i t  has con t i nued to 

7 1 

7 2 

Gar t s i de v .  Out r am ( 1 856 ) 2 6  L . J .  Ch . 1 1 3 .  

See e . g .  F r aser v .  Evans , note 69 , supr a .  T he defence has 
recen t l y  been a f f i rmed by t he House of Lords i n  B r i t i s h 
S t ee l  Corp . v .  Gr anada Te l ev i s i on L t d . [ 1 9 8 0 ]  3 W . L . R .  7 7 4 . 
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t roub l e  commen t a t ors seek i ng to exp l a i n  t he d i f ference ( i f any ) 

be tween equ i t ab l e  and l ega l damages . There i s  a l so uncer t a i nty  as 

t o  whe t her a cour t can award damages i n  add i t i on to an accoun t of 

prof i t s . Mos t author i t i es s ugges t that an e l ec t i on mus t  be made 

between damages or an accoun t  of prof i t s . 7 3  

3 . 5 0 T he r e  i s  no doubt that  Commonwea l t h l awyers  have 

we l comed the expans i on of t h i s doc t r i ne i n  r ecen t year s ,  and that  

i t  enab l es r e l i ef to be obt a i ned in  many t r ade secr e t  ca ses where 

t here i s  no con t r ac t . There are  however ,  a number of  i mpor tant  

aspec t s  of t h i s  a r ea of the l aw wh i ch are  s t i l l  unresol ved . 

3 . 5 1  F i r s t , a l though the subjec t ma t t er of a br each of 

con f i dence i s ,  i n  theor y ,  un l i mi t ed i t  i s  no t c l ear how far  the 

l aw w i l l  go i n  protec t i ng i deas � se under t h i s  doc t r i ne .  

T r ad i t i on a l l y  cou r t s  i n  Eng l and ,  Canada , and t he U n i ted S t a t es 

were opposed to t he not i on t h a t  i deas were somehow l ega l l y  

protec t ab l e .  More r ecen t l y ,  there have been s i gns i n  t he cases 

t h a t  the cour t s  w i l l  now , i n  some c i rcums t ances , protec t  i deas . 

For i ns t ance , i n  F r aser v .  T hames Te l ev i s i on L td , 7 4 an Eng l i sh 

cour t recen t l y  he l d  t h a t  an i dea for a te l ev i s i on ser i es i s  

protec t ab l e  by i n junc t i on ,  even i f  on l y  expr essed or a l l y ,  

prov i ded tha t ( a )  the c i r cums t ances i n  wh i ch i t  was commun i ca ted 

i mpor ted an ob l i g a t i on of conf i dence and ( b )  t h a t t he con ten t of 

the i dea was c l ear l y  i dent i f i ab l e , or i g i na l , of po ten t i a l  

commer c i a l  a t t r ac t i veness and capab l e  of reach i ng fr u i t i on .  An 

7 3 See V aver , no te 70 , supr a . 

7 4  [ 1 983 ] 2 A l l E . R .  1 0 1 . 
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Aus t r a l i a n Cour t has come t o  a s i mi l ar conc l us i on . 7 5 The i s sues 

r a i sed by th i s  depar t ure from t he c l as s i c a l  l ega l w i sdom are 

d i f f i cu l t  and r a i se once aga i n  the d i l emma of r econc i l i ng t he 

pub l i c  i n terest  i n  access to new i deas w i t h  wha t , i n  some cases , 

i s  percei ved to be t he i n j u s t i ce of permi t t i ng someone to 

commerc i a l l y exp l o i t the i deas of o t her s .  Wha t seems t o  be 

happen i ng i s  t h a t  t he cour t s  i n  t hese cases are s t r ugg l i ng for a 

m i dd l e  ground somewhere be tween t he compr ehens i veness of  

copy r i gh t  protec t i on on t he one hand and t he comp l e t e  den i a l  of  

l ega l protec t i on for i deas on the othe r . 7 6 The c a ses a l l i nvo l ve 

the en ter t a i nmen t  i ndus t r y , wh i ch i n  con t empor a r y  cu l ture i s  

ma rked by a vor ac i ous appe t i t e for new i deas , and an obsess i on 

w i th market r a t i ngs . Whe ther the cour t s  w i l l  expand t h i s case l aw 

i n to other areas  can on l y  be specu l a t i ve .  

3 . 5 2 Second , a s  a l ready noted , whet her i ndus t r i a l  esp i onage 

as such i s  addr e ssab l e  under t h i s doc t r i ne i s ,  i n  the absence of 

case l aw au t hor i ty ,  s t i l l  an open ques t i on i n  Canad i an l aw .  

3 . 5 3 T h i rd , the Cour t s  have not f i n a l l y  reso l ved how f a r  

l i ab i l i t y c a n  or shou l d  b e  i mposed o n  t h i rd par ty rec i p i en t s  o f  

the con f i den t i a l  i n forma t i on .  T here i s  no doub t t h a t  under the 

e x i s t i ng l aw ,  a t h i rd pa r t y  w i th ac t u a l or cons t r uc t i ve not i ce of 

a b reach of con f i dence i s  w i t h i n  t he doc t r i ne .  The pos i t i on of a 

bona f i de purchaser for va l ue has not been se t t l ed i n  Canada . 7 7  

7 5 

7 6 

7 7 

T a l bot v .  Gener a l  T e l ev i s i on Corp . [ 1 98 1 ]  R . P . C .  1 .  

See N i mmer , Copyr i ght ( 1 98 3 ) , Vo l . 3 ,  Chap . 1 6 ,  P ar a . 1 6 - 0 1  
( d i scuss i ng t he U . S .  case- l aw i n  t h i s  area ) . 

See J .  S tuckey , " T he L i ab i l i t y of I nnocent T h i rd P ar t i es 
I mp l i ca ted i n  Anothe r s  B reach of Conf i dence " ( 1 9 8 1 ) 4 
U . N . S . W . L . J .  7 3 .  An Aus t r a l i an cour t has r ecen t l y  he l d  t h a t  
t h i s  defence does not app l y  t o  t h i s  cause of ac t i on .  See 
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3 . 5 4 Four t h , t he r emed i a l  prob l ems wh i ch t h i s cause of 

ac t i on c r e a t es make i t  very d i f f i c u l t to adv i se c l i en t s  w i th any 

rea l con f i dence . 

d .  The over a l l ef fec t of t he presen t l aw 

3 . 5 5 T he presen t l aw w i t h  r espec t to t r ade sec r e t s  can 

usefu l l y  be concei ved i n  terms of an umbr e l l a .  The r i bs of t he 

umbre l l a represent var i ous a r eas of t he l aw under wh i ch some 

measure of protec t i on i s  ava i l ab l e .  T he umbr e l l a  i s  not however a 

to t a l  protec t i on f r om t he e l emen t s  - i n  t h i s case t r ade secr e t  

p i r a t es - and has some d i s t i nc t  ren t s  i n  i t .  

3 . 5 6 Whether a c i t i zen can ob t a i n  l ega l protec t i on of a 

t r ade sec r e t  depends upon a cons i der a t i on of many areas of t he 

l aw and an i n te l l i gen t se l ec t i on of t h a t  area wh i c h w i l l  a f ford 

the bes t  l ega l protec t i on i n  t he par t i cu l a r c ase . There i s  no 

spec i a l i s t body of l aw wh i ch has a d i s t i nc t  func t i ona l 

app l i ca t i on to t r ade secre t s ,  and i s  ea s i l y  l oca ted and app l i ed .  

On the con t r a ry , t he l ega l protect i on of t r ade secre t s  i s  so 

comp l i c a t ed t h a t  i n  many c a ses spec i a l i s t s  i n  a l l the a r eas of 

t he l aw deta i l ed i n  t h i s  chap ter may have to be ca l l ed upon . 

3 . 5 7 There i s ,  however , no ques t i on t h a t  cou r t s  have 

assumed t ha t  t he l ega l protec t i on of t r ade secr e t s  i s  a good 

t h i ng .  We ex ami ne t h a t  premi se i n  t he nex t chap t er . 

7 7 ( con t ' d ) Wheat l ey v .  Be l l  [ 1 982 ] 2 N . S . W . L . R .  5 4 4 . 
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CH A P T E R  4 

P O L I C Y : SHOU L D  T R A D E  S E CR E T S  B E  L E GA L L Y  P R O T E C T A B L E ?  

a .  I n t roduc t i on 

4 . 1 I n  Chapter 3 we i nd i ca ted t he manner and ex t en t  to 

wh i ch a t r ade sec r e t  can be pro tec t ed under t he ex i s t i ng l aw .  T he 

par t i cu l ar resu l t  may be " good " f rom t he per spec t i ve of an 

i nd i v i dua l c l i ent , but i t  does not nece s s a r i l y fo l l ow t h a t  

a l l ow i ng such protec t i on i s  i n  t he over a l l i n teres t s  of soc i e t y . 

4 . 2  T he purpose o f  t h i s  chap ter i s  t herefore to e s t ab l i sh 

an under s t and i ng of t he po l i cy i ssues wh i ch a r e  i nvo l ved i n  

g r an t i ng or w i t hho l d i ng l ega l protec t i on w i t h  respect to t r ade 

secre t s . I ssues of t h a t  k i nd r a re l y  admi t of unqua l i f i ed answer s .  

We t herefore s eek a l so to es t ab l i sh t he sor t of l i m i t s  t h a t  

shou l d  be p l aced o n  such p r o t ec t i on ,  i f  i t  i s  to b e  con t i nued . 

4 . 3  The argumen t s  for l eg a l prot ec t i on of t r ade secr e t s  can 

usefu l l y  be g rouped under t h r ee heads - mor a l , econom i c ,  and 

pr agma t i c .  We dea l w i t h  each of t hem i n  t u r n . We t hen dea l w i t h  

coun terva i l i ng po l i cy cons i de r a t i on s  and a pos s i b l e  reso l u t i on o f  

t h e  var i ous compe t i ng i n t e r es t s . 

b .  Mor a l  a rgumen t s  for t he protec t i on of t r ade secr e t s . 

4 . 4  Ther e a r e  two qu i t e d i s t i nc t  mor a l  a r gume n t s  wh i ch 

m i gh t  be asser ted w i th  respec t to t r ade secre t s . The f i r s t  i s  

concer ned w i t h  a Lockean v i ew of prope r t y , the second w i t h  

bus i ness e t h i cs . 
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4 . 5  T he s t a temen t t h a t  " every man i s  ent i t l ed to t he f r u i t s  

o f  h i s own l abou r " has become a t r u i sm .  T h i s  popu l i s t  v i ew i s  a 

c r ude r e f l ec t i on of t he c l a s s i ca l  l i ber a l  t heory a r t i cu l a t ed by 

John Locke . 7 8 Locke i nc l uded " proper t y "  i n  h i s  s a c r ed t r i n i t y of 

" l i fe ,  l i ber ty , and proper t y " . T he cen t r a l  i s sue i n  j us t i f y i ng 

any reg i me of pr i va t e  proper t y ,  i s  how exc l us i vi t y  - t he h a l l ma r k  

of  a proper t y  i n terest  - i s  t o  be sanc t i oned i n  t he absence o f  

t he consen t o f  one' s fe l l ow men . Locke' s answer was t h a t  pr i va t e  

proper t y  i s  a n  i ns t i t u t i on no t of man , b u t  o f  n a t u r e . Men can 

choose t hei r forms of governmen t s  bu t i n  ma t te r s  of  proper t y  they 

have no t t he r i ght  of choos i ng .  T he mode rn v i ew of proper t y  by 

way of con t r as t  i s  t h a t  i t  i s  conven t i ona l : prope r ty r i gh t s  a r e  

c r e a t ed by man . T hey a r e  va l i d on l y  because men have ag reed to 

respec t t hem , and w i l l  ( i f necessary ) co l l ect i ve l y  enforce t hose 

under s t and i ngs . 

4 . 6  T he Lockean v i ew i s  i mpor t an t  i n  re l a t i on to 

i n t e l l ec t u a l and i ndus t r i a l proper ty l aws . Au t hor s ,  compose r s  and 

i nven t o r s usua l l y  see t he i r  work i n  a Lockean l i gh t and c l a i m  

t h a t  a den i a l  of a r i gh t  t o  exp l o i t wha t  t hey crea t e  i s  

i n t r i n s i ca l l y  un j us t . T h a t v i ewpoi nt  i n  f a c t  found i t s way i n to 

some forma l European code s .  F r ench l aw ,  for i n s t ance , d i v i des an 

au t hor ' s r i g h t s  i n to two qu i t e  d i s t i nc t  e l emen t s . The mora l 

e l emen t i s  exemp l i f i ed by so ca l l ed p a t er n i ty r i gh t s :  c l a i ms of 

a u t hor s h i p ,  to protec t i on of t he i n t eg r i ty of t he wor k and even 

t he r i gh t to w i t hd r aw a pub l i shed wor k f rom t he market . T he 

pecun i a r y  e l emen t i s  recogn i zed t h rough r i gh t s  of exp l o i t a t i on .  

Ang lo- C anad i an copyr i gh t  l aw on t he o t her hand makes no such 

7 8 O f  C i v i l Gover nmen t ( 1 6 9 0 ) .  
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d i s t i nc t i on .  Copyr i gh t  does not depend upon nat u r a l  or mor a l  

r i gh t s  a t  a l l ,  but so l e l y  upon s t a t u t e . Tha t s t a t u tor y r i ght was 

ar r i ved a t  on l y  a f ter an ana l ys i s  of a l l the var i ous i n teres t s  

i nvo l ved , w i th  a par t i cu l a r empha s i s  on the pub l i c  i n terest . The 

s t a t u te l aw g i ves ver y  carefu l l y def i ned r i gh t s  to author s , and 

i t  i s  on l y  as a ma t ter of l ega l shor thand tha t we refer to the 

bund l e  of such r i gh t s  as " proper t y " . 

4 . 7  T h i s  deba t e ,  wh i ch has been over t w i t h  r espec t to 

copyr i gh t  l aw ,  a l so l i es beh i nd the con f l i c t  of op i n i on over 

t r ade secr e t s . I n  much t he s ame way as an au t hor cons i ders 

h i mse l f  as hav i ng a n a t u r a l  r i gh t  i n  h i s  manu scr i p t , the 

d i scoverer of a sec r e t  formu l a  usua l l y  cons i ders i t  to be " h i s "  

by n a t u r a l  r i gh t . 

4 . 8  Wha t ever v i ews i nd i v i dua l s  may ho l d  w i th re spec t to 

these i s sues , i t  seems qu i te unrea l i s t i c  to expec t that  the 

pr agmat i c  thrus t of Ang l o- Canad i an l aw can now somehow be changed 

i n  the d i r ec t i on of n a t u r a l  l aw theor i es .  Nor i s  i t  obv i ous tha t 

such a change shou l d  be made . T he reso l u t i on of l ega l i s sues 

rout i ne l y  i nvo l ves the c l a r i f i c a t i on and adj u s tmen t of a number 

of compe t i ng i n teres t s  i n  an even handed manner . Even rea l 

proper t y  t oday " be l ong s "  to somebody i n  on l y  a h i gh l y  qua l i f i ed 

sense . 

4 . 9  The second mor a l  argumen t i s  more d i f f i cu l t  to ana l yse . 

I n  gener a l  terms i t  asser t s  tha t m i s appr opr i a t i on of a t r ade 

secret  of fends commerc i a l  et h i c s . As Megar r y  J .  put i t ,  " [ A ]  

cour t mu s t  be ready to make t hose i mp l i c a t i ons upon wh i ch the 
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s a ne and f a i r  conduc t of bus i nes s i s  l i ke l y  to depend . " 7 9  A nd i n  

a f amous d i c t um ,  Ho l me s J .  c l a i med t h a t : " The wor d  ' pr oper ty '  a s  

app l i ed to t r ademarks and t r ade secre t s  i s  an  unana l yzed 

expres s i on of cer t a i n  secondary consequences of t he p r i mary f ac t  

t h a t  t he l aw makes some r ud i men t a r y  requ i r emen t s  of good 

f a i t h '" . 8 0 

4 . 1 0  A good f a i t h  requ i remen t i s  defens i b l e  i n  abs t r ac t  

t erms a s  a prosc r i p t i on of d i shones t y ,  bu t l i ke a concep t of 

unf a i r  compe t i ton i t  i s  not easy to g i ve con ten t t o  i t  for 

p r ac t i ca l  gu i dance . F l ag r an t  espi onage i nvo l ves t he appropr i a t i on 

of t i me ,  ski l l  and money emp l oyed by ano ther per son . O t her cases 

are more d i f f i cu l t  to ana l yse i n  t hese terms . For i ns t ance , 

convi nc i ng a key emp l oyee t h a t  h i s bes t  i n teres t s  and h i s  f u t ure 

l i e e l sewhere may proceed f r om i mpure mot i ves , bu t ac t ua l l y  be 

for t he bes t  bot h  for h i m  and h i s  pot en t i a l  con t r i bu t i on to 

soc i e ty . T he par t i cu l ar conduct t he cou r t s  a t temp t to proscr i be 

h a s  some t i mes been desc r i bed as " f ree - r i de r "  beh av i our . T h i s  t erm 

conveys a sense bo t h  of t he mor a l  wrong as we l l  as t he economi c 

i n t eres t a t  s t ake . 

4 . 1 1  T he j udges may have been w i se to l eave t he good f a i t h  

ar gumen t a t  t he gener a l  l eve l . There i s  a soc i e t a l benef i t  i n  

i n s i s t i ng on a t  l ea s t  mi n i ma l  s t andards o f  commerc i a l  e t h i cs . Our  

soc i o - economi c  sys t em sou l d  probab l y  not s u r v i ve w i t hou t at  l ea s t  

some re s t r a i n t s  on preda t or y  behav i our . Whe t her  t he good f a i t h 

7 9 

8 0 

Coca v .  C l a r k  ( 1 9 69 ] R . P . C .  4 1  ( Ch . ) at p .  5 1 . 

E . l .  du Pan t v .  Mas l and ( 1 9 1 7 ) 2 4 4  U . S .  1 0 0 ,  3 7  S . C t . 5 7 5  a t  
5 7 5 - 5 7 6 . --
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pr i nc i p l e  i s  of fended i n  a par t i cu l a r case i s  pa r t l y  a ma t t er of 

t he p r ac t i ces and cus t oms i n  a par t i cu l ar i ndus t r y ,  and par t l y  an 

app r ec i a t i on of a l eve l of conduc t wh i ch any r easonab l e  member of 

soc i e t y  wou l d  no t condone . 

c .  Econom i c  a rgumen t s  for p r o t ec t i on of t r ade sec r e t s  

4 . 1 2  B r i t i sh Commonwea l t h judges have cons i s t en t l y  v i ewed 

t h i s  sub j ec t  a r ea i n  " conduc t "  terms . Wh i l s t  no t d i scoun t i ng the 

i mpor t ance of that  app roach , U . S . j udges and commen t a tor s have 

gone fur t her , and h ave a t t emp t ed t o  a r t i cu l a t e  econom i c  

r a t i ona l es for the l ega l p r o t ec t i on o f  t r ade sec r e t s . 8 1 T hese 

r e l a t e  to t he d i f f us i on of t echno l ogy , r ewa r d s  for c r e a t i vi t y , 

and t he per sona l i n t e r es t of emp l oyees i n  mob i l i t y of l abour . 

4 . 1 3  T hese r a t i ona l es do no t r e s t  upon a s i mp l e  as ser t i on 

t h a t  a t r ade sec r e t  i s ,  or shou l d  be , somebody' s " proper t y " . They 

have to do w i t h  a r ecogn i t i on of the i mpor t ance of bot h  t he 

p r oduc t i on and d i semi n a t i on of " good i nforma t i on "  t h r oughou t 

soc i e t y . Never t he l es s , i t  i s  conven i en t  here to men t i on br i e f l y  

t he a rgumen t  t h a t  a t r ade sec r e t  i s  " pr oper t y "  and s hou l d  be 

t rea t ed as  such by the l aw . s 2 

4 . 1 4 To s ay t h a t  X i s  y ·  s " prope r t y "  i s  to i mp l y  t h a t  Y has  

bo t h  the ab i l i t y and t he l awfu l r i g h t  to exc l ude everybody e l se 

f rom us i ng or i n ter fer i ng w i t h  X .  I n forma t i on or sec r e t s  - as has  

8 1 

8 2 

P ar t i cu l a r l y  use f u l a r e  E .  K i tch " T he L aw and Econom i c s  of 
R i gh t s  i n  Va l uab l e  I n forma t i on "  ( 1 9 8 0 ) 9 J .  Lega l S t ud i es 
683 ; T .  Rob i son , " T he Con f i dence Game : An Approach to t he 
L aw abou t T r ade Sec r e t s '  1 1 9 8 3 ) 2 5  A r i zona L aw Rev . 347 . 

For a fu l l er d i scuss i on see H anmond , " Quan t um P hys i cs 
Econome t r i c  Mode l s  and P r oper t y  R i gh t s  to I n forma t i on "  
( 1 9 8 1 ) 2 7 McG i 1 1 L . J . 4 7 . 



5 1  

been r epea t ed l y  po i n t ed ou t by ana l ys t s  f rom many d i sc i p l i nes -

does not read i l y  l end i t se l f  t o  such a not i on .  F or i ns t ance , a 

cus t omer l i s t  can be cop i ed an i nf i n i t e number of t i mes wi t hou t 

af fect i ng t he or i g i na l  l i s t , whereas a r emova l of gr ave l by X 

f rom Y ' s l and ser i ous l y  a f f ec t s  t he l a nd .  A second K i nd of 

d i f f i cu l t y w i t h  t rea t i ng a t r ade secret as prope r t y  i s  that  such 

a c a t egor i sa t i on s e t s  off  a s t r i ng of l ega l i nc i den t s  wh i ch may 

or may not be des i r ab l e  i n  a par t i cu l a r case . 

4 . 1 5 Never t he l ess t he a r gumen t s  wh i ch a r e  made for a t r ade 

secret  as a " proper ty"  i n t eres t do po i n t up, i n  a gene r a l way , 

t he economi c des i r ab i l i t y of t he r e  be i ng some K i nd of econom i c  

r eward for i nnova t i ve behav i our . However ,  t he e x t e n t  and t erms of 

t h a t  r eward , need not neces sar i l y be c a s t  i n  te rms of an 

exc lus i ve " proper t y "  i n teres t . T he " prope r t y "  a r gumen t shou l d  

a l so r emi nd us t h a t  mo s t  bus i nesses t re a t  i nforma t i on and t r ade 

sec r e t s  as i f  t hey wer e  asse t s , a t  l eas t for some pur poses . 

4 . 1 6 As t o  t he broader econom i c  i ssues , t he f i r s t  concerns 

t he re l a t i ons h i p  be tween emp l oyer and emp l oyee , and t he ef fect 

t ha t  r e l a t i onsh i p  has on d i ffus i on of i nforma t i on .  T he po l i cy 

d i l emma here has been conc i se l y  ar t i cu l a t ed by t he Supr eme Cou r t  

o f  Pennsy l va n i a  i n  a we l l - Known judgmen t: 

" [ There i s ]  a prob l em of accommoda t i ng 
compet i ng po l i c i es i n  our l aw :  
t he r i gh t  of a bus i nes sman to be protec t ed 
aga i ns t  un f a i r  compe t i t i on s t emm i ng f rom t he 
usu r pa t i on of h i s  t r ade sec r e t s  and t he r i ght  
of an i nd i v i dua l to t he unhampered pur su i t of  
t he occupa t i ons and l i ve l i hoods for wh i ch he 
i s  best su i t ed . There a r e  cogent 
soc i o- econom i c a rgumen t s  i n  f avor of  e i t her 
pos i t i on .  Soc i e t y  as a who l e  grea t l y  bene f i t s  
f r om t echno l og i ca l  i mprovemen t s . W i t hou t some 
means of pos t-emp l oymen t protec t i on to a s sure 
t h a t  va l uab l e  deve l opmen t s  or i mprovemen t s  
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are  exc l us i ve l y  those of t h e  emp l oyer , the 
bu s i nes sman cou l d  not a f ford t o  subs i d i ze 
research or i mp r ove cur r ent met hods . I n  
add i t i on ,  i t  mus t  be recogn i zed tha t mode r n  
economi c g r owth and deve l opmen t has  pushed 
the bus i ness ven t u re beyond t he s i ze of the 
one - man f i r m ,  for c i ng t he bu s i nessman t o  a 
much greater degree to en t r u s t  con f i den t i a l  
bu s i ness i n forma t i on r e l a t i ng t o  
techno l og i c a l  deve l opment to appropr i at e  
emp l oyees . Wh i l e  recogn i z i ng the u t i l i t y i n  
the d i sper son of r espons i b i l i t i es i n  l a rger 
f i r ms , the op t i mum amoun t of " en t r us t i ng "  
w i l l  not occur un l ess t he r i sk o f  l os s  t o  the 
bus i nessman through a br each of t r u s t  can be 
he l d  to a m i n i mum . 

On the other hand , any form of pos t  
emp l oyment res t r a i n t reduces the econom i c 
mob i l i ty of emp l oyees and l i m i t s  t he i r  
pe r sona l f r eedom to pu r sue a prefer r ed course 
of l i ve l i hood . T he emp l oyee' s barga i n i ng 
pos i t i on i s  weakened because he i s  
potent i a l l y  shack l ed by t he acqu i s i t i on of 
a l l eged t r ade secret s ;  and t hus , 
par adox i ca l l y ,  he i s  res t r a i ned , because of 
h i s  i ncrea sed exper t i se ,  f r om advanc i ng 
fur t her i n  the i ndus t r y  i n  wh i ch he i s  mos t 
produc t i ve .  Mor eover , a s  prev i ous l y  
men t i oned , soc i e t y  suf fer s because 
compe t i t i on i s  d i m i n i shed by s l acken i ng the 
d i ssemi na t i on of i deas , processes and 
me t hod s . 

Were we to mea sure the sen t i men t of t he 
l aw by t he we i gh t  of bot h  Eng l i s h and 
Amer i can dec i s i ons i n  order to det e r m i ne 
whe ther i t  f avor s protec t i ng a bus i nessman 
from cer ta i n  forms of compe t i t i on or 
protec t i ng an i nd i v i dua l i n  h i s  unres t r i ct ed 
pur su i t of a l i ve l i hood , the ba l ance wou l d  
heav i l y  f avor the l a t ter . I ndeed , even whe re 
the i nd i v i dua l has to some ex tent  assumed t he 
r i sk of fu ture rest r i c t i on by express 
covenant , t h i s Cour t w i l l  caref u l l y  
scr u t i n i ze the covenan t for rea sonab l eness 
" i n  t he l i ght  of t he need of the emp l oyer for 
protec t i on and t he hardsh i p  of  t he 
res t r i c t i on upon the emp l oyes . "  . . . .  I t  
fol l ows t h a t  no l ess s t r i ngen t an exami nat i on 
of t he r e l a t i onsh i p  shou l d  be necessary  whe re 
t he emp l oyer has no t seen f i t t o  p r otec t 
h i mse l f  by b i nd i ng agr eemen t . " 8 3 

8 3 Wex l er v .  Greenberq ( 1 96 0 )  1 6 0 A . R .  4 3 0 , a t  pp . 4 3 4 - 4 3 5 . 
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4 . 1 7  A s econd c r i t i c a l  economi c i s sue i s  whe t he r  t r ade 

secret  protec t i on has a benef i c i a l  e f f ec t  on crea t i v i t y i n  

soc i e t y .  Th i s  i ssue cannot be cons i dered i n  i so l a t i on from p a t en t  

po l i cy . 

4 . 1 8 P a t en t  l aw and po l i cy proceeds on t he premi se t h a t  

some l ega l p r o t ec t i on i s  r equ i r ed for i nven tor s  t o  r i sk t he o f t en 

enormous cos t s  i n  t i me and money of a g i ven deve l opmen t .  The 

produc t i ve e f for t t hereby fos tered may we l l  have a pos i t i ve 

e f fec t on soc i e t y  t h rough t he i n t roduc t i on of new p r oduc t s  and 

processes i n to an economy , and t h i s  i n  t u r n  i s  supposed to l ead 

to fu l l er emp l oyment and bet ter l i ves for c i t i zens . T h i s l ega l 

protec t i on t akes t he form of an abso l ut e , s t a te s uppor t ed , bu t 

t i me l i mi t ed monopo l y .  The pr i ce of t h i s monopo l y  i s  d i sc l osure . 

The paten t ee i s  requ i r ed to pub l i c l y  desc r i be h i s  i nven t i on i n  

such a way t h a t  o t her per son s  may make i t ,  when t h e  t i me has 

exp i red .  Moreover , i f  t he pat entee does not ut i l i ze h i s  paten t , 

t he l eg i s l a t i on prov i des for a sys t em o f  compu l sory l i cences . 

4 . 1 9 T here has been much debate abou t whe t her t he p a t en t  

sys t em ac t u a l l y ach i eves t he objec t i ve s  c l a i med for i t .  There i s  

a very rea l d i f f i cu l ty i n  es t ab l i sh i ng t he f ac t s . A l l wes t e r n  

coun t r i es have some form of  p a t en t  l aws , and t herefore i t  i s  not 

poss i b l e to compare t he economi c per formance of  coun t r i es wh i ch 

have s uch sys t ems aga i nst  t hose t h a t  do not . The mos t usefu l 

l i tmus t e s t  i s  Ho l l and , wh i ch abo l i shed i t s p a t e n t  sys t em bet ween 

1 869 and 1 9 1 2 .  One s t udy demons t r a t ed t h a t  t h a t  coun t ry ' s expor t s  

showed a d i m i n i sh i ng propor t i on of manu f ac ture through t h a t  

per i od and t ha t  t h i s w a s  due to t he absence of  a p a t en t  
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system . 8 4 I n  gener a l  however , economi s t s  have h a d  d i f f i cu l t y i n  

mak i ng va l i d gene r a l i sa t i ons because the s i ze of f i rms , 

d i f ferences i n  marke t s  and so on g i ve r i se to many var i ab l es .  

4 . 2 0 Never the l ess , a l l the forma l enq u i r i es i n to t h i s 

ques t i on ( i nc l ud i ng t hose i n  Canada ) have come ou t i n  f avour of 

ma i n t a i n i ng t he pa tent sys tem .  T he conc l u s i ons of the Banks 

Comm i t t ee i n  the U . K .  a r e  typ i ca l : 

8 4 

8 5 

" ( i )  Wher ever i ndus t ry has deve l oped , pa tent 

sys tems have emerged and been adop ted and 

have p l ayed an i mpor t a n t  ro l e  i n  encour ag i ng 

i nnova t i on .  

( i i )  No a l terna t i ve sys tem for the 

encou r agement and growth of new i ndus t r y  by 

pr i va t e en terpr i se has been es t ab l i shed . 

( i i i ) Na t i ona l p a t ent  systems have been of 

i ncreas i ng i mpor t ance i n  the wor l dw i de 

deve l opment of t echno l ogy , w i th res u l t i ng 

benef i t  to the expans i on of i n terna t i ona l 

t r ade . 

We conc l uded t h a t  the va l ue of t he 

paten t  sys tem i s  es tab l i shed i n  the terms 

expres sed above . " 8 5  

A . F .  R aven shea r ,  The I ndus t r i a l  and Commer c i a l  I n f l uence of 
the E nq 1 i sh P a  tentSys tern ( 1 9 08 ) -. -

Cmnd . 4407 , p .  1 5 .  



4 . 2 1  I f  p a t en t s  a r e  supposed t o  encour age bo t h  crea t i v i t y 

and d i sc l osure , how does t r ade sec r e t  protec t i on f i t  i n to t he 

econom i c  scheme of t h i ngs ? I t  i s  d i f f i cu l t  to see how 

encour agement of  c r ea t i v i ty cou l d  be d i s turbed by t he ex i s t ence 
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of ano t her form of l ega l i ncen t i ve .  T he rea l i s sue t her efore mus t  

r e l a t e  t o  d i sc l osure as a condi t i on for l ega l p r o t ec t i on .  The 

d i f f i cu l t y here i s  tha t there are t h r ee s i t ua t i ons wh i ch m i g h t  

evoke d i f feren t answe r s . 8 6 ( i )  T he t r ade secret may be known to 

be not p a t en t ab l e .  ( i i )  T he t r ade secret  may be be l i eved , by i t s 

owner s ,  to be p a t en t ab l e  bu t t h a t  s t ep may not have been t aken . 

( i i i ) T he pa ten t ab i  l i t y of t he t r ade sec r e t  may be ver y  doubt f u l . 

We wi l l  dea l w i t h  each of t hese s i tua t i ons i n  turn . 

4 . 2 2 As to t r ade secre t s  wh i ch are not p a t en t ab l e ,  f r om an 

econom i c  per spec t i ve ,  sever a l  t h i ngs wou l d  l i ke l y  happen i f  t r ade 

sec r e t  protec t i on was done away w i th a l t oge t her  or was too weak . 

There wou l d  be no , or no suf f i c i ent , i ncen t i ve to i nves t i n  

somet h i ng wh i ch was no t poten t i a l l y  protec t ab l e .  T here wou l d  

probab l y  be an i ncreased number o f  wor t h l ess p a t e n t  app l i ca t i ons , 

t hereby fur t her bogg i ng down an a l ready over l oaded P a t en t  

Of f i ce .  Secur i t y p r ecau t i ons wi t h i n compan i es wou l d  have to 

i ncrease , and s a l a r y  pa t te r ns wou l d  probab l y  change . Compan i es 

wou l d  h ave to make very sure that  i t  was not wor t hwh i l e  for 

va l u ab l e  emp l oyees to decamp . Sma l l er compan i e s wou l d  be at a 

d i sadvan t age i n  these respec t s . T he i ncreased cos t s  wou l d  be 

pas sed t o  consume r s . I nnova t i ve en t r epreneurs wou l d  n a r row t he 

c i r c l e  of t hose t hey fe l t  t hey cou l d  t r us t . U l t i ma t e l y ,  orga n i zed 

B 6  T hese t h r ee c a t egor i es are sugges t ed i n  P a i n ton � Co . v .  
Bou r us I nc .  ( 1 9 7 1 ) 442 F .  2d 2 1 6 ,  and Kewanee O i  1 v .  B i cron 
Corp.  ( 1 9 7 3 ) 4 1 6  U . S .  4 7 0 . 

---
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sc i en t i f i c  and t echno l go i ca l research cou l d  become f r agmen t ed . I f  

t here i s  no , or n o  su f f i c i en t , l ega l p r o t ec t i on f o r  t r ade 

secre t s , t he r e  wou l d  be no way of l i cens i ng o t h e r s  to exp l o i t 

t hem . I f  a t r ade sec r e t  ho l der  cou l d  not u t i l i ze l i cences , e i t her  

he wou l d  have t o  l i m i t h i s  u t i l i za t i on of t he i nven t i on ,  or bu i l d  

manufac t u r i ng and mar ke t i ng f ac i l i t i es for h i mse l f. Whe t her the 

t r ade sec r e t  ho l der  can do t h i s  more ef f i c i en t l y  than a poss i b l e  

l i censee depends upon t he par t i cu l ar c i r cums t ances o f  t he t r ade 

secre t  ho l der  and h i s  l i censee . Some deg ree of econom i c 

i nef f i c i ency i s  l i ke l y .  

4 . 2 3 As t o  t r ade secre t s  wh i ch a r e  probab l y  p a t e n t ab l e ,  t he 

i s sues a r e  mor e  d i f f i cu l t . 8 7 The t r ade sec r e t  ho l der  h a s  

vo l un t a r i l y chosen t o  bypas s  t he pa ten t sys tem , wh i ch r equ i res 

d i sc l osure as a cond i t i on of protec t i on .  Is t h i s  des i r ab l e? If i t  

i s  not , the conc l us i on ( f r om an econom i s t ' s v i ew po i n t ) wou l d  

p r esumab l y  h ave t o  be e i t her  tha t t r ade sec r e t  p r o t ec t i on shou l d  

be d i s a l l owed a l toge ther , or protec t i on shou l d  b e  e x t ended on l y  

t o  t hose t r ade sec r e t s  wh i ch a r e  def i n i te l y  not pa ten t ab l e .  

4 . 2 4 The on l y  f i na l  appe l l a te cour t to have g i ven a 

j udgmen t on t he r e l a t i onsh i p  be tween pa tent po l i cy and t r ade 

secr e t  po l i cy i s  t he U . S .  Supreme Cou r t  i n  t he Kewanee case . 8 8 

T ha t  Cour t a rgued t h a t  t r ade sec r e t  l aw i s  " weaker t ha n "  pa ten t  

8 7 

8 8 

The as sump t i on i n  t h i s  c a t egor y  i s  t h a t  the t r ade sec r e t  has 
been deve l oped to t he po i n t wher e  i t  cou l d ,  i f  i t  o t herw i se 
me t t he t e r ms of t he P a tent A c t , be pa ten t ab l e .  

Note 86, supr a . 



l aw and the r e fore not i n  con f l i c t  w i th i t . 8 9 A l so ,  i n  a 

r emarkab l e  pas sage , t he Cour t spec i f i ca l l y adop ted the 

r i peness -of - t i me t heory of i nven t i on .  Th i s  ho l ds th a t  when 

some th i ng i s  r e ady to be d i scovered i t  w i l l  be , and probab l y  by 

more than one per son . Hence , a rgued the cou r t ,  when the t r ade 

secre t  i s  " u sed " , i t  w i l l  a l er t compe t i tor s to i t s ex i s tence 

( t hough not i t s de t a i l s )  and compe t i tor s w i l l  t hemse l ves then 

maKe an ef for t and d i scover the secret for themse l ves . Thus , i t  

was he l d ,  pa ten t l aw and t r ade s ec r e t  l aw shou l d  be a l l owed t o  

co-ex i s t , and per form d i screte ( though r e l a ted ) func t i ons . 
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4 . 25 The u l t i ma te ques t i on wou l d  s eem to be t h i s :  i s  a 

s t rong sys t em of t r ade sec r e t  pro tec t i on l i ke l y  to de t r ac t  f r om 

the protec t i on for d i sc l osure theory espoused by the pa ten t  

s t a t u t e ?  The answe r  mus t b e  i n  t he nega t i ve .  Much usefu l and 

va l uab l e  i n forma t i on does not and never wi l l  come w i t h i n  the 

P a ten t A c t . And where ,  l og i ca l l y ,  does t he duty of d i sc l osure 

s top? Shou l d  there be a sor t of soc i e t a l c l ea r i ng house for every 

i dea jot t ed down i n  a notebook at the i nvent or ' s beds i de ?  The 

sens i b l e  answer seems to be t h a t  the j udges have been cor rec t  i n  

the i r a s ses smen t :  the r e  i s  a t i er of  i n te r es t s , o f  l es s  than 

pa ten t ab l e  s t a t u s , bu t above mere jot t i ngs , t h a t  r equ i re l ega l 

protec t i on .  I n  t h i s sense t rade sec r e t  protec t i on i s  

comp l emen t a r y  to pa ten t protec t i on .  

4 . 2 6 F i na l l y ,  under t h i s head , the consequences of adop t i ng 

a po l i cy of on l y  p a r t i a l l y  a l l ow i ng t r ade secr e t  protec t i on 

8 9  " Weaker " becau se i t  g i ve s  no protec t i on aga i n s t  reve r se 
eng i neer i ng ,  does not oper a t e  aga i ns t  the wor l d ,  and i s  
subject to g r ea t er r i sK o f  i n t ercep t i on .  
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shou l d  b e  noted : prov i nc i a l  c i v i l cour t s  wou l d  be requ i red to 

d i s t i ngu i sh ,  a s  a thresho l d  ques t i on , be tween wha t a reasonab l e  

i nven tor wou l d  and wou l d  no t cor rec t l y  cons i der t o  be c l ea r l y  

p a t en t ab l e .  T h i s wou l d  amoun t  to no t h i ng l ess t han a pa t en t  

ac t i on be fore the t r ade sec r e t  i s sues cou l d  be reso l ved . Such a 

t r i a l  w i t h i n a t r i a l , par t i cu l ar l y  i n  a forum wh i ch i s  not used 

t o  dea l i ng w i th such i s sues , i s  qu i te undes i r ab l e .  

4 . 2 7 T he t h i r d s i t u a t i on i nvo l ves doub t f u l p a t en t ab i l i t y .  

I f  t here were no t r ade sec r e t  pro t ec t i on ,  the i nven tor wou l d  have 

to app l y  for a pa ten t , and t ake h i s  chances on get t i ng i t .  T h i s  

i s  a s l ow ,  expens i ve bus i ne ss . I f  t he P a t en t  O f f i ce he l d  to i t s 

presen t  exac t i ng s t andards , t here wou l d  be l a rge numbers of 

rejec t i ons ( and appea l s )  and in t he mean t i me soc i e t y  w i l l  be 

depr i ved of t he use of t hose d i scover i es t hrough t r ade sec r e t  

l i cens i ng .  A l tern a t i ve l y ,  t he Pa ten t  O f f i ce cou l d  come under 

pressure to l ower i t s s t andards to a l l ow i n  a w i der r ange of 

c l a i ms , or Pa r l i amen t  cou l d  be pr es sed t o  expand t he scope of t he 

P a ten t A c t . T h i s  l a ter a l terna t i ve i s  f r augh t w i t h  ma jor 

con s t i tu t i ona l i mp l i c a t i ons , bec ause i t  wou l d  i nvo l ve a feder a l  

excu r s i on i n t o  a r eas wh i ch the prov i nces wou l d  undoub ted l y  v i ew 

as i nvo l v i ng proper ty and c i v i l r i gh t s . 

4 . 2 8 Cases of doub t fu l  pa t en t ab i l i t y a r e  a l ways d i f f i cu l t .  

I t  seems en t i r e l y  specu l a t i ve whe t her soc i ety wou l d  be be t t er o f f  

a t temp t i ng t o  p u s h  them a l l i n to t h e  P a t en t  O f f i ce .  I n  econom i c  

terms soc i e t y  may be bet t er o f f  a l l ow i ng i mmed i a te t r ade sec r e t  

l i cenc i ng and u t i l i za t i on o f  t he sec r e t  for wha tever t hey a r e  

wor t h .  
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4 . 2 9 A th i rd major  econom i c  i ssue r e l a te s  to  the i n f l uence 

of i n t e l l ec t ua l and i ndus t r i a l  proper t y  l aws on the l oca t i on of 

i ndus t r y . 9 0 Mos t  jur i sd i c t i ons , i nc l ud i ng A l ber t a , a r e  over t l y 

espous i ng a po l i cy o f  t r y i ng to at t r a c t  h i gh t echno l ogy 

i ndus t r i es , such as  m i c r o - e l ec t ron i cs or  i ndus t r i e s u t i l i s i ng 

genet i c  eng i neer i ng .  Such i ndus t r i es a r e  a t t r ac t i ve because they 

do no t depend upon l a rge amoun t s  of r aw ma t er i a l s ,  need not be 

l oca t ed c l os e  to par t i cu l a r ma rke t s  because o f  mi n i ma l  t r anspor t 

cos t s , and o f fe r  new emp l oymen t oppor tun i t i es .  I n  the Un i ted 

S t a tes i t  i s  r ead i l y  app a r e n t  t h a t  cen t res for resea r ch and 

manuf a c t u r e  o f  th i s  k i nd a r e  bei ng l oca t ed i n  such p l aces as New 

E ng l and , the Car o l i nas , Co l or ado , M i nneso t a , and Ca l i for n i a ,  

r a t he r  t h an t he t r ad i t i ona l manufa c t u r i ng areas . I t  i s  

s i gni f i ca n t  t h a t  mos t of t he jur i sd i c t i ons wh i ch have r e formed 

t he i r  t r ade sec r e t  l aws i n  the Un i ted S t a tes have done so because 

of a pe rcei ved need to p r ov i de a r espon s i ve c l i ma te for such 

i ndus t r i es .  I n  t h i s s ense , t r ade secret l aws can form an 

i n s t r umen t  of soc i a l  and econom i c  po l i cy ,  i n  much the same manner 

as  t a xa t i on l aw has been used i n  t he pas t . 

4 . 3 0 I t  i s  probab l y  i mpos s i b l e  to es tab l i sh a p r ec i se 

l i nkage between such l aws and the l oca t i on and encou r agemen t of  

i ndus t ry , bu t i n t e r na t i ona l e xpe r i ence t ends t o  bear  out an 

i n t u i t i ve response tha t such cons i dera t i ons are i mpor t an t  to 

i ndus t r y . For i n s t ance , when Ch i na recen t l y  opened i t s doo r s  

somewha t  to Wes t e r n  en t e r pr i s es , t h e  ques t i on w a s  i mmed i a t e l y  

r a i sed a s  t o  whe ther Nor t h  Amer i can bus i nes ses wou ld b e  p r epa r ed 

g o  T h i s i s sue does no t appe a r  to have been r a i sed i n  any cour t 
j udgmen t .  
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to d i vu l ge and t r ans fer t echno l ogy wh i ch cou l d  no t b e  protec t ed 

i n  a cou n t r y  wh i ch has no l ega l sys t em i n  t he Nor t h  Amer i can 

sense , l e t  a l one a body of i nt e l l ect ua l and i ndus t r i a l  proper ty 

l aw .  G i ven tha t  t hese new i ndus t r i es a r e  jus t now be i ng 

e s t ab l i shed , i t  seems l i ke l y that t he ab i l i t y of a company to 

protect i t s propr i e t a r y  i n format i on i s  a t  l ea s t  one f ac tor wh i ch 

wou l d  be cons i dered i n  es t ab l i sh i ng that  i ndus t r y . 

d .  P r agma t i c  argumen t s  for t r ade secret  protec t i on 

4 . 3 1  D i f feren t  k i nd s  of en terpr i ses f ace d i f feren t 

prob l ems . La rge h i gh t echno l ogy deve l opment f i rms emp l oy many 

l awyers , a l l wi t h  soph i s t i ca t ed exper t i se i n  t h i s  subject area . 

E x t ens i ve s t r a t egy sess i ons a r e  he l d  to determi ne t he bes t mode 

of protect i on of a par t i cu l a r deve l opmen t .  Ou t s i de such ent i t i es ,  

adv i ce on t he i n t r i cac i es of t h i s a r ea of t he l aw i s  d i f f i cu l t  to 

come by , and e xpens i ve .  Sma l l f i rms t end to get on w i t h  the job 

of deve l opmen t w i thou t pay i ng a great  dea l of at t en t i on to such 

i s sues . I f  t r ade secret  protec t i on was abo l i shed , such f i rms 

mi ght be d i sadvant aged . They wou l d  have to r e l y  on con t r act  l aw 

or t he federa l s t at u t e s  for protect i on of t he i r know how . The 

cons i der a t i ons evo l ved by Chancery Cou r t s  a rose ou t of re l a t i ve l y  

sma l l sca l e  d i spu t es , and not surpr i s i ng l y  mos t of t he cases i n  

the l aw r epor t s  i nvo l ve cases of that  k i nd .  Th i s  may sugges t  that 

there shou l d  be a s t at utory f a l l back for sma l l f i rms tha t have 

not the exper i ence , exper t i se or whe r ewi t ha l ] to set t l e  the 

out come i n  advance . T h i s i s  of course , p r ec i se l y  t he same 

argumen t t ha t  has been accep ted e l sewhere i n  the l aw ,  notab l y  

wi th respec t to l eg i s l a t i on re l a t i ng t o  sa l e  o f  goods . 
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4 . 3 2 Assumi ng t h a t  t he a rgumen t s  sugges t ed ear l i er  i n  t h i s  

chapter for p r o t ec t i on of t r ade secre t s  were not per suas i ve ,  

pr esumab l y  a revi s i on o f  many areas o f  t he l aw oug h t  t o  fo l l ow .  

I f  protect i on o f  t r ade sec r e t s  were not a good t h i ng why s hou l d  

i t  be poss i b l e  t o  emp l oy gener a l  doc t r i nes of t he l aw t o  ach i eve 

p r o t ec t i on?  T he doc t r i ne of br each o f  con f i dence m i gh t  have to 

be abo l i shed ( a t l ea s t wi t h  respect to t r ade secret s ) , t he l aw as 

to emp l oyee coven an t s  a l t e r ed ,  t he d i sc l osure r equ i remen t s  of t he 

P a ten t  Act s t r eng t hened , and so on . Turn i ng t he l ega l c l ock back 

i n  t h i s manner m i gh t  no t be i mposs i b l e ,  bu t as an exerc i se i n  

l ega l c r a f t sman sh i p  wou l d  be ex t reme l y  d i f f i cu l t  and 

co -ord i na t i on of such an ef for t seems d i f f i cu l t to envi s i on .  

Moreover , g i ven t he h i s tor i c  i nc l i na t i on of Cour t s  to protec t  

t r ade secr e t s  and t he l i ke l y  pressure on t he b a r  f rom commer c i a l  

i n t eres t s  to f i nd ways around any rev i sed l aws , t here i s  no 

guar an t ee t h a t  such a s t r a tegy wou l d  be succe s s fu l .  Qu i te  l i ke l y  

t he s i t ua t i on wou l d  become one o f  a rose by any ot her name . A s  

on l y  one i ns t ance , a t or t of un f a i r compet i t i on cou l d  s a fe l y  be 

pred i c ted a s  becomi ng a l i ke l y  cand i da t e  for deve l opmen t .  

e .  Coun t erva i l i ng po l i cy cons i der a t i ons 

4 . 3 3 A s s umi ng t h a t  l ega l pro tec t i on i s  accorded to t r ade 

secre t s , t here are two k i nds of s i de ef fec t s  wh i ch m i gh t  ar i se 

and be a sour ce of rea l concern . T he f i r s t  re l a tes to t he 

mob i l i t y of l abour and t he second to t h e  f r ee f l ow of 

i nforma t i on .  

4 . 34 A s  t o  t he mob i l i t y o f  l abour , ex tens i ve prot ec t i on of 

t r ade secr e t s  m i g h t  make i t  more d i f f i cu l t for a per son to move 
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f r om one job to another . T h i s may be undes i r ab l e  bot h  f rom the 

pe rsona l po i n t o f  v i ew of that  emp l oyee , a nd t ha t of soc i e t y .  

Know l edge and s k i l l s a r e  d i f fused through soc i e ty i n  par t by jus t 

such emp l oyee r e l oc a t i ons . A l so ,  a k i nd of b l ackma i l cou l d  t ake 

p l ace , w i t h  an emp l oyee be i ng unab l e  to move for fear of 

r e t a l i a t ory c i v i l l aw s u i t s .  T r ade sec r e t s  cou l d  conce i vab l y  

become compres sed i n t o  fewer and fewe r hands , t hus l ead i ng to 

monopo l i es of know l edge w i t h  respec t to cr i t i c a l  techno l ogy . 

4 . 3 5 I n  r e l a t i on to con t r ac t ua l covenan t s ,  as we have 

no ted , t he res t r a i n t of t r ade doc t r i ne can be u t i l i sed to cor r ect  

such abuses . However , i f  t r ade sec r e t  l aw i s  put on t o  a 

s t a t u tory bas i s ,  some me thod of l i mi t i ng t he po t en t i a l  for abuse 

as aga i n s t  emp l oyees wou l d  seem to be de s i r ab l e .  

4 . 3 6 As t o  t he f r ee f l ow of i n format i on t here are  two k i nds 

of  concerns . F i r s t , as t he i mpor t ance of i nforma t i on has come t o  

b e  be t ter apprec i a ted i n  con temporary soc i e t i es ,  a g r ea t dea l of  

t heor e t i ca l  a nd emp i r i c a l  wor k has been under t aken i n  the 

d i sc i p l i nes of soc i o l ogy , economi cs , commun i c a t i ons sc i ence , and 

po l i t i ca l  sc i ence . 9 1  A l l of those s t ud i es emphas i ze the 

i n t er act i ve char a c t er of i n forma t i on and know l edge and i t s 

i mpor tance , not jus t to techno l og i c a l  p r ogres s , but for 

i nd i v i du a l  human deve l opmen t as we l l .  T he i mp l i ca t i ons of those 

s t ud i es for l aw re forme r s  wou l d  seem to be that  l eg a l  i mped i men t s  

t o  the f r ee f l ow of i n forma t i on shou l d  requ i r e d i s t i nc t  

j us t i f i ca t i on ,  and t h a t  each excep t i on t o  the gener a l  norm shou l d  

9 1 See B ackground P aper on I mproper I n ter ference w i th Compu ters 
and t he M i s appropr i a t i on of Commer c i a l  I n formaTiOn 
TTns t i t u t e  of L aw Researc�and Reform , 1 9 83 ) .  
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b e  g r a n t ed on l y  i n  su f f i c i en t , bu t n o  mo re t han su f f i c i en t  t e r ms . 

4 . 3 7 Second , there may be some i n forma t i on wh i ch shou l d  

never b e  l ega l l y  protec t ab l e .  Assume , for i ns t ance , t h a t  an 

eccen t r i c  sc i en t i s t d i scover s a cure for cancer . He i s  a l so a 

rec l use and di s l i kes pub l i c i t y .  He adv i s es h i s  co l l eagues t h a t  he 

has found t he " cur e " , t h a t  i t  i s  i n  h i s  s a fe , and can be r e l eased 

on l y  on h i s dea t h . H i s  co l l eagues t h i nk the pub l i c  i n t eres t 

requ i res i mmed i a t e  d i sc l osure , break i n to hi s s a fe , and pub l i s h 

t he r esu l t s . Shou l d  there be a pub l i c i n terest  defence wh i ch 

wou l d  over r i de any c l a i m  to l ega l l i ab i l i ty wh i ch wou l d  ot herw i se 

app l y? As no ted i n  chap ter 3 ,  under t he doc t r i ne of br each of 

con f i dence t here i s  a defence of " j us t cause or excuse " a l t hough 

t he exact p a r ame ters of t ha t  defence have caused much deba t e . I t  

seems t o  us t h a t  as a ma t ter of gener a l  pr i nc i p l e ,  such a de fence 

i s  i mpor tant  and shou l d  be ma i n t a i ned . T r ade secrecy , even when 

gran ted , shou l d  not be abso l u t e .  We dea l w i t h  t h i s i s sue i n  mor e 

de t a i  1 i n  Chapter 5 .  

f .  Reso l v i ng t he var i ous po l i cy cons i der a t i ons . 

4 . 38 I s  the l aw f aced wi th  a n  i mpasse i n  t he form of 

sever a l  pub l i c  po l i cy ob j ect i ves amongs t  wh i ch a choi ce mus t be 

made ? I n  our v i ew ,  t he pos i t i on i s  not t h a t  s t a r k . The free and 

open t r ansmi s s i on of i de a s  and i nforma t i on i s ,  or shou l d  be , t he 

corner s tone o f  Canad i an soc i ety . Never t h e l ess , i n  par t i cu l ar 

K i nds o f  cases t he l aw may need to res t r i c t t he ava i l ab i l i ty of 

some k i nds of  i n forma t i on .  Such res t r i c t i ons s hou l d  be r i gorous l y  

scr u t i n i zed , and a l l owed on l y  where a compe l l i ng case i s  made 

ou t . Even i n  such c ases , t he protect i on granted shou l d  be 
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suf f i c i en t , b u t  no mo r e  th an su f f i c i en t , hav i ng regard to the 

r a t i ona l e  for the excep t i on .  F i na l l y , because t he f ac t s  of a 

g i ven case can never be pred i c ted i n  advance , t he protec t i on 

gran ted by the l aw shou l d  not be abso l u t e , bu t shou l d  be 

defeas i b l e  i f  there i s  some other over - r i d i ng pub l i c  i n t eres t , 

wh i ch wou l d  defea t the pub l i c  i n teres t i n  the prot ec t i on of t he 

i nforma t i on .  

4 . 39 I n  t he l as t  ana l ys i s ,  t he ar gumen t s  for l ega l 

protec t i on of t r ade secr e t s  come very c l ose t oge ther . They amoun t 

to a r ecogn i t i on t h a t ever yone who gene r a t es va l uab l e  i n forma t i on 

has a l eg i t i ma t e  i n ter es t i n  tur n i ng i t  to accoun t .  The not i on ­

of ten expres sed by judges - t h a t  wha t  shou l d  be proh i b i ted i s  

" fr ee r i der " behav i ou r , seems to us to encap su l a te the var i ous 

mor a l  and econom i c argumen t s  on wh i ch t he i nt eres t res t s . At the 

s ame t i me ,  the l aw shou l d  not a l l ow r ecogn i t i on of that  i n terest  

t o  undu l y  h i nder emp l oyee mob i l i t y or  the f r ee f l ow of 

i n forma t i on i n  soc i e t y . Wha t  i s  i nvo l ved i s ,  t herefor e , an 

adjus tmen t of r e l evan t i n t eres t s ,  r a t her than a p r e fer ence as 

between them .  Seen i n  t h i s l i ght , t he prob l em of t r ade sec r e t s  i s  

su i  gener i s .  T h a t  i s ,  i t  i nvo l ves recogn i t i on of an i n t eres t 

whi ch res t s  on i t s own par t i cu l a r cons i de r a t i ons . 
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5 . 1 I f  i t  i s  accep ted f i r s t , t h a t  c i v i l l aw protec t i on of  

t r ade sec r e t s  is  de s i r ab l e  and second , that  t he coun t e r va i l i ng 

po l i c i es s e t  ou t i n  Chap ter 4 mus t  a l so be accommodated , t he nex t 

ques t i on becomes one o f  l ega l techn i que . How i s  th i s  comp l ex set  

of objec t i ves to be t u r ned i n to a wor kab l e  l ega l formu l a ? T h i s 

i ssue i n  t u r n  cannot be d i vor ced f rom t he ques t i on o f  whether 

cour t s  or l eg i s l a t ures shou l d  unde r t ake that t a sk . 

5 . 2  T h i s Chap ter appr oaches t hese ques t i ons i n  t h r ee par t s . 

F i r s t , we note t he gener a l  d i r ec t i on t h a t  l aw reform has t aken i n  

o ther ju r i sd i c t i on s  i n  t h i s subject area . Second , we ou t l i ne i n  a 

b road way cer t a i n  propos i t i ons wh i ch we t h i nk shou l d  be ref l ec t ed 

i n  a reformed body of c i v i l l aw for t he protec t i on of t r ade 

secret s .  T h i rd ,  we cons i de r  i n  mor e  de t a i l how t hose pr opos i t i ons 

m i gh t  be t r ans l a ted i n to l eg i s l a t i on ,  and var i ous prob l ems wh i ch 

wou l d  be i nvo l ved i n  such an under t ak i ng .  

b .  Law reform i n  other ju r i sd i c t i ons 

5 . 3  We not ed in Chap ter that l aw reform agenc i e s i n  New 

Zea l and , Eng l and and t he Un i ted S t a tes have cons i dered t h i s 

subjec t - a rea . A l l three agenc i es i mp l i c i t l y  accepted the case for 

l ega l protec t i on for t r ade secre t s . T he New Zea l and Comm i t t ee was 

con t en t  to l eave t he deve l opment of  t he l aw t o  t he judges . The 

L aw Commi s s i on and the U . S .  Un i formi t y  Commi s s i oner s on t he ot her 
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hand recommended l eg i s l a t i ve deve l opmen t of t he l aw .  Wh i ch course 

shou l d  be prefe r red i n  C anad a ?  

5 . 4  Seve r a l  poi n t s  may be made abou t t he New Zea l and 

app roach . F i r s t , t h a t  Repor t was wr i t ten i n  1 97 3 . A decade ago 

the m i cro- e l ec t ron i c  revo l u t i on was jus t beg i nn i ng .  I n  t hose 

c i r cums t ances i t  i s  pe r haps not surpr i s i ng t h a t  t h a t  Commi t t ee 

found t h a t  " m i sappropr i a t i on of conf i den t i a l  i n forma t i on by means 

of techn i c a l  surve i l l ance dev i ces i s  [ no t ] a prob l em i n  [ New 

Zea l and ] . " 9 2  T here i s  evi dence t h a t  such ac t i v i t i es do occu r  i n  

Canada t oday and hence t he deve l opmen t of the l aw i nvo l ves more 

i mmed i acy . 

5 . 5  Second , t he New Zea l and Commi t t ee t hought t h a t  " t he 

ex i s t i ng ac t i ons a t  common l aw and equ i t y  provi de a s a t i sfac t ory 

remedy i n  t hose cases ou t s i de t he pa ten t  sys tem where protec t i on 

i s  de s i r ab l e , "  and t h a t  " t he cour t s  have shown a w i l l i ngness to 

deve l op the eq u i t ab l e  pr i nc i p l e s re l a t i ng to br each o f  

con f i dence " . 9 3  However , i t  seems c l ea r  enough f rom t he more 

recen t , exhau s t i ve s t udy of t he e x i s t i ng case l aw and l i ter a t ure 

ca r r i ed out by t he L aw Commi s s i on that  t h i s  con f i dence was over 

opt i mi s t i c .  T here a r e  s t i l l  many gaps and uncer t a i n t i es i n  the 

l aw .  s 4 

9 2 

9 3 

9 4 

P rotec t i on of T r ade Secre t s ,  M i n i s t ry of J us t i ce ( 1 97 3 ) , p .  
1 9 .  

Note 9 2 , supr a , p .  1 7 .  

F or i n s t ance , a t  the t i me L aw Com . 1 1 0 was i s sued t here was 
no Commonwea l t h au t hor i t y for t he propos i t i on t h a t  
i ndu s t r i a l  esp i onage per se w a s  ac t i onab l e . Subsequen t l y a 
Queens 1 and cou r t he l d  t h a t  i t  was . ( See F r ank 1 i n  v .  G i dd i  ns 
[ 1 9 7 8 ] Qd . R .  7 2 . ) Whe t her other j u r i sd i c t i ons wou l d  adop t 
t he reason i ng of t h a t  case mu s t  be an open ques t i on .  
Mor eover , g i ven t he rea l i t i es of modern day Canad i an 
prac t i ce ,  a r e  counse l to be expec t ed t o  resea r ch a l l t he 
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T h i s  some t i mes happens w i t h  j ud i c i a l  deve l opmen t of  a par t i cu l ar 

area of t he l aw .  J udges have to dec i de spec i f i c  d i spu tes on t he 

bas i s  of t he a u t ho r i t i es pu t be fore them , as and when t hey ar i s e .  

Nor a r e  Judges respons i b l e  for t he hea l t h o f  t he sys t em as a 

who l e .  Some r e f i nemen t of doc t r i ne has t aken p l ace . But  wha t 

appe a r s  to be needed now i s  no t ref i nemen t so much a s  t he 

r e - a r r angemen t of t he l aw i n  a coheren t f ash i on .  Much of t he 

l ear n i ng i n  t he e x i s t i ng case l aw can be ca r r i ed forward , bu t i t  

seems i nevi t ab l e  t h a t  j ud i c i a l  deve l opmen t o f  t he l aw i n  t h i s 

area w i l l  be t oo s l ow ,  and l acks compr ehens i veness . 

5 . 6  Th i r d ,  New Zea l and i s  a un i t a r y  jur i sd i c t i on .  I n  a 

feder a l  sys tem t here are dangers o f  f r agmen t a t i on o f  case l aw 

doc t r i ne as be tween d i f feren t jur i sd i c t i ons . A l though t here i s  no 

ev i dence tha t t h i s has occur red i n  Canada t o  date , t h i s was a 

f ac tor t he U . S .  Un i formi ty Commi ss i oner s took i n t o  account i n  

recommend i ng a Un i form Act . 

5 . 7  Four th , we have argued t h a t i s sues o f  en t i t l emen t  to 

par t i cu l a r k i nds of i n forma t i on r a i se cr i t i ca l  ques t i ons of 

pub l i c  po l i cy . T hose k i nds of i s sues shou l d  i nvo l ve broad 

gu i dance f rom gover nmen t .  

5 . 8  T he d i f f i cu l ty w i t h  l eg i s l a t i on i n  t h i s  sub jec t area 

i s ,  we t h i nk ,  of anot her k i nd .  Leg i s l a t i on i n  ar eas dea l i ng w i t h  

techno l ogy c a n  become ou tmoded very qu i ck l y .  T h i s h a s  i n  f act 

occur red i n  Ca nada w i th respec t to the feder a l  copyr i gh t  and 

t e l ecommun i ca t i ons l eg i s l a t i on .  T he f ac t  t h a t l ega l obs o l escence 

9 4 ( con t ' d ) B r i t i sh Commonwea l th j u r i sd i c t i ons to f i nd a pos s i b l e  
cause o f  ac t i on ?  
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can and does occur is  not  however an ar gument aga i ns t  l eg i s l a t i on 

� se . I t  i s  an argumen t  for devot i ng su f f i c i en t  l eg i s l a t i ve 

resources t o  ma t te r s  wh i ch have a great  dea l to do w i th 

con tempo r a r y  soc i o -econom i c  i ssues . T he answer to concerns abou t 

l eg i s l a t i on becomi ng " outmoded " or " t oo r i g i d "  i s  t herefore 

twofo l d :  F i r s t , l eg i s l a t i on shou l d  avo i d ,  so f a r  as i s  poss i b l e ,  

def i n i t i ons or prov i s i ons wh i ch are techno l ogy bound . Second , i f ,  

not w i t h s t and i ng t h i s  endeavou r ,  obso l escence does occur i t  i s  t he 

l eg i s l a t ur e ' s respon s i b i l i t y to a t tend to the ma t t er by way of 

amendmen t s  or f u r t her l eg i s l a t i on . 

5 . 9  Both t he Law Comm i s s i on and the U . S .  Un i for mi ty 

Commi s s i one r s  conc l uded t ha t  the mos t s a t i s f actory bas i s  for l aw 

re form was t he a r t i cu l a t i on of a s t a t utory tor t .  T he r e  i s  however 

a s i gn i f i cant  d i f fer ence be tween t he two approaches . The L aw 

Commi ss i on ' s propos a l s  ex tend to a l l k i nds of con f i den t i a l  

i n forma t i on .  T he U . S .  Mode l Act i s  re s t r i cted to t r ade 

secre t s . 9 5 

5 . 1 0  We f i nd our se l ves i n  sympa thy w i t h  t he Amer i can 

approach . T he L aw Commi ss i on has a t temp t ed to deve l op t he 

ex i s t i ng c a se l aw re l a t i ng to br each of con f i dence , and t hus to 

accommodate w i t h i n  one l ega l formu l a  such d i verse s i t ua t i ons as 

mar i t a l  secret s , 9 6 cab i ne t  secre t s 9 7  and t r ade secre t s . I t  has 

therefore t r i ed to cons t r uc t  a formu l a  as to when � con f i dence 

9 5 

9 6 

9 7 

I n  the Un i ted S t at es peson a l  con f i dences a r e  protected by an 
emerg i ng tor t of breach of con f i dence , ( See " No t e : B reach 
of Con f i dence : An Emerg i ng Tor t "  ( 1 9 82 ) 82 Co l . L aw Rev . 
1 426 ) and t he l aw re l a t i ng to pr i vacy . 

See e . g .  Arqy l 1 v .  Argyl l [ 1 9 6 7 ] Ch . 3 0 2 . 

See e . g .  A t tor ney- Gene r a l  v .  Jonat hon Cape [ 1 9 7 6 ] Q . B .  7 5 2 . 
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no t pro tec t ed by con t r ac t  i s  to rece i ve l ega l prot ec t i on .  Our 

d i f f i cu l t y w i th  t h a t  approach i s  t h a t  we th i nk bo th the reasons 

why the l aw shou l d  pro t ec t  sec r e t s  or con f i dences , and the ex tent 

to wh i ch i t  shou l d  do so , may vary f r om one sub j ec t  area to 

another . For i ns t ance , i t  i s  qu i te l i ke l y  that many member s  of 

soc i e t y  wou l d  argue for abso l u te protec t i on o f  mar i t a l  

conf i dences . Whe ther such pro tect i on shou l d  be g r an t ed wou l d  

presumab l y  t u r n  on cons i der a t i ons o f  the cur r en t  concep t of 

ma r r i age, i t s purposes i n  soc i e t y  and so on . O t her peop l e  wou l d  

con tend for some k i nds o f  excep t i ons t o  such a ru l e .  L i kew i se ,  

many po l i t i c i an s  wou l d  doubt l ess  argue s t r enuous l y  for abso l u te 

protec t i on of cab i net ma t er i a l , i n  the i n teres t s  of fu l l  and f r ee 

cab i net d i scus s i ons . O t her peop l e  wou l d  i ns i s t  on par t i cu l ar 

exemp t i ons . I n  shor t , d i f ferent k i nds of s i t ua t i on s  wou l d  seem to 

r a i se d i ffer i ng i nforma t i on en t i t l emen t s  and except i on s . 

5 . 1 1  Our second r ea son for prefer r i ng t he Amer i can pos i t i on 

concerns t he s t a t e of t he l aw r e l a t i ng to pr i vacy . T he L aw 

Commi s s i on w a s  i n  par t f o l l ow i ng up on the Younger Commi t tees 

sugge s t i on t h a t  the a c t i on for breach of con f i dence can a ss i s t 

the protec t i on of pr i vacy i n teres t s . As a gener a l  propos i t i on , 

however , i n  both Canada and t he U n i ted S t a t es , pr i vacy a l ready 

rece i ves much s t ronger l ega l protec t i on than i n  the Un i ted 

K i ngdom . 9 8 T here i s  t herefore no need to " s t re t c h "  the concept 

9 8 For i ns t ance , i n  Wes t e r n  Canada , some prov i nces have c r e a t ed 
s t a t u tory causes o f  ac t i on for br eaches of pr i vacy , a l t hough 
they a r e  l i t t l e u sed i n  prac t i ce .  See R . S . B . C .  1 9 7 9  c .  3 3 5 ; 
R . S . S .  1 9 7 9  Chap . P - 2 4 ; C . C . S . M .  Chap . P - 1 2 5 .  A l ber t a  does 
not have a s t a t u t e  of t h i s k i nd .  There have been on l y  a 
hand f u l o f  cases under these s t a t u t es . See a l so Burns , " L aw 
and P r i vacy : The C anad i an Exper i ence" ( 1 97 6 ) 54 Can . B a r  
Rev . 1 ;  and Se i pp , " Eng l i sh Jud i c i a l  Recogn i t i on o f  a R i gh t  
to Pr i vacy " ( 1 9 B 3 ) 3 Ox ford J .  L ega l S t ud i es 3 2 5 . 
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of  a br each of con f i dence i n  Nor t h  Amer i ca .  

5 . 1 2 Our t h i rd reason concerns  the over - a l l deve l opmen t of 

i n t e l l ectua l and i ndus t r i a l  proper ty l aw i n  Nor t h  Amer i ca . 

Gener a l l y speak i ng ,  t here has been a h i s tor i c  b i as i n  t he Br i t i sh 

Commonwea l t h i n  fo l l ow i ng t he thrus t of Eng l i sh l aw un l ess t here 

are sound " l oca l "  rea sons for some other cour se be i ng adop t ed .  

T h i s g i ves Commonwea l t h ju r i spr udence a cer t a i n  degree of un i t y .  

T h i s  b i a s has not however been oper a t i ve i n  t he i n t e l l ec t ua l and 

i ndus t r i a l  proper ty a r ena . The Canad i an and U . S .  P a t ent  Acts are 

re l a t i ve l y  s i m i l ar ,  and are bo th based on t he f i rs t  to i nvent 

ph i l osophy . U . S .  copyr i ght  l aw at one t i me bor rowed a good dea l 

f rom t he Canad i a n l eg i s l a t i on ( wh i ch was rega rded a s  a qua l i t y 

mode l ) .  I t  i s  l i ke l y  that  an upd a t ed Canad i an A c t  w i l l  i n  turn 

bor r ow a good dea l f r om the 1 9 7 6  U . S .  A c t . 9 9 Un i ted K i ngdom 

i nte l l ec t u a l  and i ndus t r i a l  proper ty l eg i s l a t i on d i f fers i n  a 

number of i mpor t an t  respec t s  from t he Nor t h  Amer i c an l eg i s l a t i on .  

A l so t he U . K .  i s  faced w i t h  t he d i f f i cu l ty of ha rmon i s i ng i t s l aw 

w i th E . E . C .  l aw . 1 o o T he s i m i l a r i ty be tween t he patent and 

copyr i gh t  l eg i s l a t i on i n  Canada and t he U . S . i s  des i r ab l e  and 

usefu l because of the over l ap i n  commerce bet ween t he two 

coun t r i es .  Many compan i es oper a t e  on bot h  s i des of the border . 

T he Canad i an i nt e l l ec t u a l and i ndus t r i a l  proper t y  bar i s  f am i l i a r 

w i t h  the U . S .  l eg i s l a t i on and case l aw ,  and Canad i an P a tent 

O f f i ce exami ner s qu i t e f r equen t l y  resor t to U . S .  c a se l aw for 

gu i d ance where t here i s  no Canad i a n preceden t .  Canad i an l awyers  

not i n f requent l y  resor t to U . S .  copyr i gh t  dec i s i ons i n  techno l ogy 

9 9 Pub l i c  L aw 9 4 - 5 5 3 , 9 4 t h  Congress , 90 S t a t . 25 4 1 . 

1 0 0 See gener a l l y ,  Corn i sh ,  no te 2 4 , supr a . 



7 1  

re l a ted ma t t e r s . A l l of t h i s seems sens i b le and des i r ab l e  g i ven 

t he commer c i a l  re l a t i ons be tween t he two coun t r i es .  As a ma t ter  

o f  sys t ems arch i t ec t u re, when cons i der i ng t he future d i rec t i on of  

t r ade sec r e t  l aw ,  i t  wou l d  seem use f u l t ha t  t here shou l d  be a 

broad l y  s i m i l a r approach be tween Canada and t he U . S .  T h i s 

r e a son i ng i n  no way , of cou r se , d i mi n i s hes t he c r i t i ca l  neces s i t y 

t o  f i nd a so l u t i on wh i ch f i t s Canada ' s par t i cu l a r s i t ua t i on 

r egard l ess o f  deve l opmen t s  i n  o t her  j u r i sd i c t i ons . 

5 . 1 3  I n  t he resu l t we t h i nK an approach wh i ch addresses 

spec i f i c  i nforma t i on en t i t l emen t s  i s  mor e  appropr i a t e  t o  Canada ' s 

pa r t i cu l a r c i r cums t ances t han i s  one wh i ch wou l d  prov i de an 

a l l - emb r ac i ng s o l u t i on. We t herefore propose to con f i ne our 

recommenda t i ons to t r ade secre t s .  

c .  T he gene r a l cha r ac t er of t he I ns t i t u t e ' s 

recommend a t i ons 

5 . 1 4 We t h i nK Canad i an c i v i l l aw w i t h  respec t t o  t r ade 

secr e t s  shou l d  ref l ec t  cer t a i n  ma jor prem i ses : 

1 .  I f  t here i s  a l ega l l y  en forceab l e  agr eemen t a s  t o  how 

par t i cu l a r K i nd s  o f  t r ade secre t s  are t o  be t rea t ed ,  t he l aw 

s hou l d  respec t t ha t  agreemen t .  

2 .  I f  t here i s  no agreemen t ,  t he l aw s hou l d  r ecogn i ze ,  by 

means of a s t a t u t ory tor t , a d u t y  to respec t  t r ade sec r e t s  i n  

spec i f i ed s i t ua t i ons . 

3 .  T he t erm " t r ade sec r e t " s hou l d ,  for t h i s purpose , be 

de f i ned i n  such a way t h a t  i t  w i l l  c a t c h  a l l fou r  ca t egor i es of 

i n forma t i on desc r i bed i n  Chapter two .  
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4 .  The l aw mu s t  s t a t e  w i t h  reasonab l e  prec i s i on a t  wha t 

po i n t appropr i a t i on o f  i n forma t i on w i t h i n  t hose ca tegor i e s 

becomes mi sappropr i a t i on .  

5 .  The l aw shou l d  prov i de a non - h i er a rch i c a l  r a nge o f  

remed i es for mi s appropr i a t i on of a t r ade secret . A cou r t  shou l d  

be ab l e  t o  se l ec t  t h a t  remedy ( or ,  i f  need be , t hose remed i es )  

wh i ch are mos t  appropr i a te i n  a pa r t i cu l a r case . 

6 .  A cou r t  shou l d  be g i ven an over - r i d i ng d i scr e t i on to 

refuse re l i e f  where some ot her pub l i c  i n te res t outwe i ghs t he 

pub l i c  i nt eres t i n  p r eser v i ng t he t r ade secret . 

7 .  Such c i v i l remed i es a s  there may be w i t h  respec t to the 

i mproper use of i n forma t i on wh i ch does no t amoun t to a tr ade 

secret w i t h i n  t he terms of t he l eg i s l a t i on shou l d  be pr eser ved . 

8 .  The l aw re l a t i ng to t he protec t i on of t r ade secre t s  

shou l d , i f  poss i b l e ,  be u n i form t h roughou t Canada . 

We w i l l  d i scuss each o f  these propos i t i ons i n  turn . 

d .  T he recommenda t i ons i n  more det a i l  

( 1 )  T he re l a t i onsh i p  of t r ade secr e t s  and 

con t r ac t  l aw 

5 . 1 5  The for ego i ng prem i ses d i s t i ngu i sh be tween consensua l 

( cont r act ) and i mposed ( t or t )  ob l i ga t i ons . I t  wou l d  be pos s i b l e ,  

i n  theor y ,  to co l l apse t hose two c a t egor i es ,  and to prov i de a 

s i ng l e  s t a t u tory formu l a  for protec t i on o f  t r ade secret s .  Th i s  

i s sue has pr ovoked d i ve rgen t v i ews i n  l aw reform agenc i es .  
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5 . 1 6 T he U . S . Un i formi t y  Comm i s s i oner s t hought t h a t t here 

shou l d  be a s i ng l e s t a t u tory formu l a .  Both con t r ac t  and tor t case 

l aw wou l d  be subs umed i n to a new s t a tu tory t or t . T he i s sue was , 

however ,  c l ouded somewha t  by t he draf t smansh i p  of t he U n i form 

Act , and commen t a tor s had d i f f i cu l t y i n  dec i pher i ng whe t her 

covenan t s  a s  to t r ade secrecy wer e  i n  f ac t  subs umed by t he Act or 

not . 1 0 1 Subsequen t l y ,  some S t a t es express l y  exc l uded con t r ac t  

ca ses f r om t he oper a t i on o f  t he l eg i s l a t i on .  1 0 2  

5 . 1 7 T he Eng l i sh L aw Commi ss i on on t he other hand t hought 

that  con t r a c t  du t i es and non - con t r ac t ua l ob l i g a t i ons of 

conf i dence s hou l d  cont i nue to ex i s t  as concur r en t bases of 

1 i ab i 1 i t y .  1 0 3 

5 . 1 8 Ne i t her t he U . S .  Comm i s s i oner s  nor the L aw Comm i ss i on 

appear to have ar t i cu l a t ed reasons for t he i r preferences . We 

prefer concur r en t l i ab i l i t y .  In pr i nc i p l e ,  we t h i nk the l aw 

s hou l d  a t  l ea s t  a l l ow ,  and per haps encour age , c i t i zens to set t l e 

t hei r own t erms between t hemse l ves . T he l aw shou l d , i n  gener a l , 

prov i de a fa l l - back pos i t i on .  I t  i s  l es s  aut hor i t ar i an ,  and more 

i n  accord w i th  norma l commerci a l  us age t o  a l l ow c i t i zens to 

s t r i ke such a r r angement s  as t hey see f i t .  

5 . 1 9 T he poss i b l e obj ec t i ons to t h i s sol u t i on fa l l  under 

two heads : i nequa l i t y of barga i n i ng power or t he procedur a l  

1 0 1 

1 0 2 

1 0 3 

See K l i t zke , " T he Uni form T r ade Sec r e t s  Act "  ( 1 980 ) 64 Marq . 
L .  Rev . 2 7 7 ; M i l gr i m ,  not e  5 , supr a .  

Note 1 0 1 , s upr a ;  and see a l so Joseph E .  Root I l l  and Guy M .  
B l ynn , " Abandonmen t of Common - L aw P r i nc i p l es : The Nor th 
Caro l i na T r ade Secr e t s  P rotec t i on Ac t "  ( 1 982 ) 18  Wake Fores t 
L aw Rev . 8 2 3 . 

L aw Corn , 1 1 0 ,  para . 6 . 1 2 7 .  
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d i f f i cu l t i es t h a t  such a cou r se mi gh t  c r ea t e . As  to t he f i r s t , i t  

i s  conce i vab l e  t h a t  an emp l oyer mi g h t  seek to i mpose qu i te 

dr acon i an t erms on a prospec t i ve emp l oyee , as to who sha l l " own " 

wha t i n forma t i on evo l ved dur i ng t h a t  emp l oymen t .  Con t r ac t  l aw ,  

however ,  a l r eady dea l s  w i t h  unconsc i onab l e  barga i ns i n  var i ous 

ways . For i ns t ance , i f  t he emp l oyer t r i ed to enforce such a 

covenan t i n  the form of a neg a t i ve i n junc t i on preven t i ng t he 

emp l oyee f rom subsequen t l y  work i ng for somebody e l se ,  an 

i nj unc t i on m i gh t  we l l  be r e f used under t he cou r t ' s d i sc r e t i on a r y  

jur i sd i c t i on ,  or t he covena n t  m i gh t  b e  s t r uck down a l toge t her as  

be i ng in  res t r a i n t o f  t r ade . 

5 . 2 0 A s  t o  t he procedur a l  prob l ems , a l l ow i ng a c l a i m  bo t h  

i n  con t r ac t  and under some o t her  head of l i ab i l i t y ( such a s  a 

s t a tutory duty or equ i ty )  cou l d  c r e a t e  l i m i t a t i ons anoma l i es .  

P l a i n t i f f s  w i l l  s t r ugg l e  t o  br i ng a c l a i m  w i t h i n  a head of 

l i abi l i ty whe r e  t he r e l evan t l i m i t a t i on per i od does no t app l y .  

However ,  t h i s i s  t he present pos i t i on and t he r e  i s  no ev i dence i n  

t he cases t h a t  i t  has  caused p r ob l ems i n  th i s  par t i cu l a r 

subjec t - ar ea . 

( 2 )  A s t a t u tory tor t of m i sappropr i a t i on o f  a 

t r ade sec r e t  

5 . 2 1  Both t he U . S .  Un i formi t y  Commi ss i oner s  and t he L aw 

Commi ss i on t hough t t ha t  i f  t here was to be a new bas i s  of 

l i ab i l i ty for m i s appropr i a t i on of a t r ade secret , i t  shou l d  res t 
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o n  a s t a t u t o r y  tor t .  1 0 4  We agr ee . Appr oach i ng t he ma t ter i n  th i s  

manner avo i ds t he pr esen t s t er i l e ,  and u l t i mate l y  unfr u i t fu l , 

deba te over t he proper doc t r i n a l  ba s i s  o f  an ac t i on for 

mi sappropr i a t i on of t r ade secr e t s . The crea t i on of a new 

s t a t u tory tor t i nvo l ves t he a r t i cu l a t i on of the i n teres t s  sough t 

to be ad jus ted , t he i dent i f i ca t i on of t h a t  po i n t or po i n t s  a t  

wh i ch appropr i a t i on becomes mi sappropr i a t i on , t he r educ t i on of 

t hose ma t t e r s  to a s t a t utory formu l a ,  and t he prov i s i on of a 

s u i t ab l e  r a nge of remed i es .  

5 . 2 2 T he adop t i on of a s t a t u tory tor t as t h e  bas i s  for a 

c l a i m does , however , have cer t a i n  consequences . T he norma l tor t 

r u l es as to r emot eness , cau s a t i on ,  r emed i es and t he l i Ke wi l l  

app l y  un l es s  t hey a r e  s pec i f i ca l l y mod i f i ed by s ta t u t e . 

( 3 )  The def i n i t i on o f  a t r ade secr e t  

5 . 2 3 I t  i s  probab l y  i mposs i b l e  to a r r i ve a t  an i n t r i ns i c  

def i n i t i on of a t r ade secre t .  T he poten t i a l  subjec t -ma t ter i s  

l i mi t l ess . We have emphas i zed t he i mpor t ance of a vo i d i ng 

t echno l ogy bound de f i n i t i ons . T he a l tern a t i ve i s  t o  move to a 

more func t i ona l descr i p t i on of t he e l emen t s  of a t r ade secre t .  

Th i s  i s  the course wh i ch U . S .  l eg i s l a tors have t aKen , and i s  the 

approach we recomend . 

5 . 2 4 Never t he l ess , wh i l s t  we wou l d  prefer t o  adop t a 

funct i ona l approach to t he def i n i t i on of a t r ade secr e t , the 

1 0 4 Vaver , no te 7 0 , supr a , s ugge s t s  t h a t  t he L aw Commi ss i on 
rea l l y  recommended two new tor t s  - one go i ng to 
non - con t r actua l under t aK i ngs to t rea t i n forma t i on 
conf i den t i a l l y  ( see c l . 3 ,  d r a f t  B i l l ) ; t he o t her to 
i mproper acqu i s i t i on of i n forma t i on ( see c l . 5 ,  d r a f t  B i l l ) .  
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ac tua l word i ng to be adop t ed has g i ven us some concern .  I t  may be 

usefu l to set ou t here the manner i n  wh i ch def i n i t i ons have 

evo l ved i n  t he U . S . , and e l sewhere , before we i nd i ca te our 

prov i s i ona l th i nk i ng .  

5 . 2 5 T he F i r s t  Res t a temen t of  Tor t s  ( 1 939 ) prov i ded : 

Sec t i on 7 5 7 . L I A B I L I T Y  F O R  D I S C L O S U R E  OR U S E  O F  ANOTH E R ' S 
T R A D E  SEC R E T - G E N E R A L  P R I N C I P L E . 

One who d i sc l oses or uses another ' s  t r ade secret , 
w i thou t a pr i v i l ege to do so , i s  l i ab l e  to t he other i f  

( a )  he d i scovered the secre t  by i mprope r means , or 

( b )  h i s d i sc l osure or use cons t i t u tes  a breach of 
conf i dence reposed in  h i m  by the o t her i n  
d i sc l os i ng the sec r e t  to h i m ,  or 

( c )  he l earned the secr et  f rom a t h i rd per son w i t h  
not i ce o f  t he facts  t h a t i t  was a secret  and t h a t  
the t h i rd per son d i scovered i t  b y  i mproper means 
or t h a t  the t h i rd per son' s d i sc l osure of i t  was 
otherwi se a b r each of h i s duty to t he o t her , or 

( d )  he l ea r ned the secr et  w i th no t i ce of the f ac t s  
t h a t  i t  was a secr e t  and t h a t i t s d i sc l osure was 
made to h i m  by m i s t ake . 

T he sec t i on d i d  not def i ne a t r ade secret , bu t commen t ( b )  t o  

t h a t  sec t i on h a s  been very w i de l y  c i t ed b y  cour t s  th roughou t t he 

U . S .  and acqu i red a l mos t the same s t and i ng a s  sec t i on 7 5 7  i t se l f .  

Th i s  commen t s t a t ed :  " A  t r ade secret may con s i s t of any formu l a ,  

pa t tern , dev i ce or comp i l a t i on of i n forma t i on wh i ch i s  used i n  

one' s bus i ne s s , and wh i ch g i ves h i m  an oppor t un i t y  to ob t a i n  an 

advan t age over compe t i tors  who do no t know or use i t . " 1 0 5 

However i t  i s  c l ea r  t h a t  t he f r ame r s  of sect i on 7 5 7  i n tended to 

l i m i t the potent i a l  oper a t i on of the comment somewha t  because 

they a l so sugge s t ed : " A  t r ade secret i s  a pr ocess or dev i ce for 

1 0 5 Res t a t emen t  of the L aw � Tor t s  ( 1 9 3 9 ) , p .  5 .  
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con t i nuous use i n  the ope r a t i on of a bus i nes s . " 1 0 6 

t hus : 

5 . 26 Under t he U . S .  Un i form Act a t r ade secr et  i s  def i ned 

" T r ade secret " means i nforma t i on ,  i nc l ud i ng a 
formu l a ,  pa t t ern , comp i l a t i on ,  prog r am ,  dev i ce ,  me thod , 
techn i que , or process ,  t h a t : 

( i )  der i ves i ndependen t economi c  va l ue ,  actua l or 
poten t i a l , from not be i ng gener a l l y known to , 
and no t be i ng read i l y  ascer t a i nab l e  by proper 
means by , other per sons who can ob t a i n 
econom i c  va l ue f r om i t s d i sc l osure or use , 
and 

( i i )  i s  t he subject of  e f for t s  tha t a r e  reasonab l e  
under the c i rcums t ances t o  ma i n t a i n  i t s 
sec recy . 

5 . 2 7 T h i s de f i n i t i on cont a i ns two i mpor t ant  l i m i t a t i ons . 

F i r s t , the i n forma t i on mus t have some ac t u a l or po tent i a l  

economi c  va l ue to other per sons . Econom i c  va l ue w i  1 1  usua l l y  

r·e l a t e to t he ga i n i ng o f  a compe t i t i ve advan t age . However t h i s  

de f i n i t i on wou l d  a l so compr ehend t h a t  per sons who are not 

presen t l y  compe t i tors can be mi sappropr i a tors . The rea son for 

t h i s  i s  tha t even neg a t i ve i n forma t i on t h a t  cer t a i n  approac�es 

are commer c i a l l y  i n feas i b l e may be of econom i c  va l ue .  

5 . 2 8 The second l i m i t a t i on r e l a tes to " reasonab l e "  ef for t s  

t o  ma i n t a i n  secr ecy . I t  wou ld obv i ous l y  be econom i ca l l y was tefu l 

t o  requ i re the max i mum protec t i on aga i n s t  d i s c l osure . T he 

pr agma t i c  r ea l i t y i s  t h a t  secrecy i s  a ma t ter of deg r ee .  The 

pos sessor o f  t he i n forma t i on ,  i f  he s ays i t  .i..§. va l uab l e ,  shou l d  

be requ i red t o  protec t i t .  T he means and ex tent  o f  protec t i on 

w i l l  vary w i t h  t he c i rcums t ances of t he par t i cu l ar case , i n  the 

1 0 6 l.Q .  
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con t ex t o f  a par t i cu l ar t r ade or i ndus t ry .  

5 . 29 To res t r i c t t he Un i form Act def i n i t i on any fur t her 

wou l d  probab l y  requ i re t he use of a concep t t h a t  t he i n forma t i on 

mus t  be " nove l " or an " advance i n  t he a r t . "  A res t r i c t i on of 

t h a t  k i nd wou l d  br i ng t r ade secret  prot ec t i on i n to t he k i nd of 

d i f f i cu l t i es tha t have bes e t  p a t en t  l aw .  The use of such a 

concep t wou l d  a l so probab l y  requ i re t he use of an i ndependen t 

agency - t he ana l ogue of t he patent  exami ner - to es t ab l i sh 

nave l t y . 

5 . 3 0 T he on l y  a t temp t of wh i ch we are presen t l y  aware to 

d r a f t  a de f i n i t i on of a t r ade sec r e t  i n  the B r i t i sh Commonwea l th 

was i n  S i r  E dward ( now Lord ) Boy l e' s I ndus t r i a l  I n forma t i on B i l l  

of 1 96 8 , wh i ch de f i ned " i ndus t r i a l  i n forma t i on "  as i nc l ud i ng :  

" unreg i s tered or i ncomp l e te p a t en t , t r ade ma rk , or 

des i gn i nforma t i on ,  know- how, resea rch a nd t echn i ca l  

da t a ,  formu l ae ,  ca l cu l a t i on s , d r aw i ngs , resu l t s, 

conc l us i ons , cas t i ngs , pr i ce s t r uc t ures , con t r a c t s , 

l i s t s  of supp l i er s  or cus tome r s  and pr i va t e  bus i ness 

d i scus s i ons , or memor anda of t he same . "  

T he Y ounger Commi t t ee reduced t h a t  shopp i ng l i s t to more 

conc i se form : " the i mp r oper acqu i s i t i on for ga i n  o f  va l uab l e  

i ndus t r i a l  or commerc i a l  i n forma t i on . " 1 0 7  

1 0 7 Cmnd . 5 0 1 2 , par a . 4 7 9 . T here a r e  more than f i f t y  feder a l  
s t a t u tes i n  C anada wh i ch r es t r i c t t he avai l ab i l i ty o f  
var i ous k i nds of i n forma t i on .  See Append i x  A to B ackground 
P aper on I mproper I n t e r ference w i t h Compu t e r s  and t he 
M i sappropr i a t i on of Commerc i a l  I n forma t i on ( I . L . R . R .  1 98 3 ) . 
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5 . 3 1 In the I ns t i t u t e ' s de l i bera t i ons t o  da t e ,  two poi n t s  

of v i ew have emer ged w i th respec t t o  these de f i n i t i ons . One 

v i ewpo i n t  f a vou r s  the Res t a t emen t  pos i t i on ,  sub j ec t  to t wo 

mod i f i cat i ons . F i r s t , t h a t  prov i s i on shou l d  make i t  c l ea r  tha t 

reasonab l e  ef for t s  a r e  requ i r ed t o  pr eser ve secrecy . Second , the 

prov i s i on shou l d  be e x t ended beyond somet h i ng presen t l y  be i ng 

used i n  bus i ness , to t h i ngs wh i ch are bei ng deve l oped for use i n  

bus i ness or f or commerc i a l  purposes . P roponen t s  of t h i s v i ewpo i n t  

objec t  t o  the U n i f orm Ac t def i n i t i on on t he foo t i ng tha t  i t  i s  

potent i a l l y  t oo broad . The def i n i t i on m i gh t , for i ns t ance , 

encompass a r epor t showi ng that  a manufacturer ' s  p r oduc t i s  

dangerous l y  defec t i ve ;  or a formu l a  wh i ch t he ho l der i s  keep i ng 

secret  because t he new produc t wou l d  make h i s  ex i s t i ng produc t 

obso l e te ,  or i n forma t i on wh i ch has acc i den t a l l y  come i n to t he 

posses s i on of the ho l der . 

5 . 3 2 T he o t her v i ewpo i n t  i s  tha t the Un i form Ac t def i n i t i on 

i s  s a t i s f actory and s hou l d  be adop ted . The U n i form Act does not 

con t a i n  prov i s i ons a l l ow i ng a defence of  d i s c l osure based on some 

o t her pub l i c  i nt e r es t , whereas the I ns t i t u t e ' s proposa l s  wou l d  

crea te such a defence . Hence , for i ns t ance , a n  i nves t i ga t i ve 

j ou r na l i s t who unear thed a repor t or formu l a  of t he k i nd 

d i scus sed i n  pa r a . 5 . 3 1 wou l d  not necessa r i l y  be subject to l ega l 

l i ab i l i t y i f  i t  i s  pub l i shed . 

5 . 3 3 I t  i s  not presen t l y  neces s a r y  for t he I ns t i t u t e to 

reso l ve t hese v i ewpo i n t s  i n  t h i s  Repor t for D i scus s i on .  

A l t e r na t i ve def i n i t i ons are prov i ded i n  t he D r a f t  Act . We i nv i te 

commen t  as t o  wh i ch ,  i f  e i ther , shou l d  be adop t ed . 
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( 4 )  The de f i n i t i on of mi s appropr i a t i on 

5 . 34 I n  Chap t e r  4 we d i scussed t he r a t i ona l es for a l l ow i ng 

a c i v i l act i on w i t h  respect t o  t he m i s appropr i a t i on of a t r ade 

secre t . We s ugges t ed t hey i nc l ude cons i de r a t i on s  of commerc i a l  

mor a l i t y ,  econom i c s  and sever a l  d i scre t e  p r ac t i ca l  reasons . The 

d i f f i cu l t y f r om a d r a f t sman ' s po i n t of v i ew i s  t hen t o  evo l ve a 

l ega l concep t or concep t s  wh i ch w i l l  embr ace a l l t hese 

r a t i ona l es .  The concep t wh i ch has commended i t se l f  to a l l 

commen t a tors and l aw reform agenc i es to d a t e , h a s  been one of 

" m i s appropr i a t i on "  ( of a " t r ade sec r e t " ) .  Such a concep t 

necessa r i l y  i mp l i es t h a t  some t h i ngs are wrong ; o t he r s  are not . 

Tha t i s, t he sugges t i on seems to be t h a t  t here i s ,  or shou l d  be , 

a l i ne between l awfu l appropr i a t i on and un l awfu l 

m i s appropr i a t i on .  

5 . 35 One approach to es t ab l i sh i ng t h i s k i nd of l i ne i s  by a 

process of exc l us i on .  There seem to be four s i t ua t i ons wh i ch i t  

i s  w i de l y  agreed s hou l d  not be caugh t by a concep t of 

m i s appropr i a t i on :  

( a )  I f  a compe t i tor can buy t he produc t wh i ch embod i es t he 

t r ade secre t ,  and deci pher t h a t  t r ade sec r e t  w i t h  t he 

ass i s t ance of h i s own l abor a tory or r esea r ch ski l l s 

( usua l l y refer red to a s  " reverse eng i neer i ng " ) ,  t h a t  

does not i n f r i nge t he l eg i t i ma t e  econom i c i n t eres t s  o f  

t h e  se l l er of t he produc t .  The se l l er has chosen to 

i nc l ude t he t r ade sec r e t  i n  a pub l i c l y  ava i l ab l e  i t em 

and hence has " pub l i shed " i t ,  a l be i t as a puzz l e .  

( b )  I f  X and Y i ndependen t l y  d i scover t he s ame t r ade sec r e t  



X c anno t be heard ( i n the absence of a patent ) to 

comp l a i n  that he evol ved the t r ade secret  f i r s t .  

( c )  A t r ade secret may have been purchased f r om i t s 

or i g i na tor , or t he use of i t  l i cenced by h i m .  
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( d )  A n  emp l oyee may emp l oy i n  subsequent emp l oyment gener a l  

ski l l s bu i l t  up by h i m  i n  the emp l oyment of t he ho l der 

of a t r ade secr et . 

5 . 3 6 We are  of t he v i ew that any l eg i s l a t i on ,  however i t  i s  

d r a f t ed ,  shou l d  make i t  p l a i n  that none of these four s i tua t i ons 

i s  wi t h i n t he pr escr i p t i ons i mposed by that  l eg i s l a t i on . 

5 . 3 7 Leav i ng a s i de t he foregoi ng s i t uat i ons , a t  wha t po i n t  

shou l d  appropr i a t i on become act i onab l e? There wou l d  seem t o  be 

two poss i b l e  approaches to t h i s i s sue wh i ch we wi 1 1  ca l l ,  for 

conven i ence , the " i mproper means " approach , and the 

" au thor i sa t i on "  approach . 

5 . 3 8 The " i mproper mean s "  approach ref l ec t s  a m i xed 

r a t i ona l e  for t he protect i on of t r ade sec re t s . I t  seeks to 

i dent i f y cer t a i n  k i nds of behav i our as be i ng r eprehens i b l e  for a 

va r i e ty of rea sons . As Canad i an l aw s t ands t he c a t a l ogue i s  

res t r i c t i ve and , may on l y  extend t o  br eaches of vo l un t a r i l y 

assumed ob l i g a t i ons of con f i dence . S i nce a t  l ea s t  t he F i r s t  

Res t a tement , U . S . l aw has covered a w i der spec t r um of t h i ngs 

wh i ch a r e  " i mproper " ,  i nc l ud i ng i ndus t r i a l esp i onage . I n  effect , 

i f  not i n  name , t he L aw Commi ss i on' s proposa l s  wou l d  br i ng 

Eng l i sh l aw on to t he same sor t of foot i ng as t he F i r s t  

Res t a t emen t p r escr i pt i ons ( a t l eas t so f a r  a s  t r ade sec r e t s  a r e  
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concerned ) . 

5 . 39 The d i f ferences be tween t he L aw Commi s s i on' s propos a l s  

and t he Un i form A c t  are more a ma t t er of d r a f t i ng s t y l e  t han 

subs t ance . T he U n i form A c t  de f i ned " i mproper means " as 

" [ i nc l ud i ng ]  t hef t ,  br i be r y , m i s represen t a t i on ,  breach or 

i nducemen t of a breach of a d u t y  to ma i n t a i n  sec recy , or 

esp i onage t h r ough e l ec t ron i c  or o t her means . " 1 0 8  T he L aw 

Commi s s i on' s D r a f t B i l l  appe a r s  to be a det a i l ed en l argemen t of 

those terms . 1 0 9  

5 . 4 0 T he " au t hor i sa t i on "  approach recogn i se s  t h a t  a t r ade 

sec r e t  i s  an i n t eres t wh i ch s hou l d  be r ecogn i sed by l aw ,  and t h a t  

t he ho l der o f  t h a t  i n t eres t s hou l d  l ose i t  on l y  i f  h e  consen t s  t o  

o r  o t her w i se a u t hor i ses i t s acqu i s i t i on ,  d i sc l os u r e  o r  use by 

somebody e l se .  T h i s  i s  t he appr oach wh i ch i s  ref l ec ted i n  a 

recen t non - un i form , Nor t h  C a ro l i na s t a t u t e . 1 1 0 T her e ,  t he 

concep t s  of " i mproper means " and " m i sappropr i a t i on "  d i s appear  i n  

favou r of a s i ng l e  concep t : " ' M i sapp r opr i a t i on '  means 

acqui s i t i on ,  d i sc l osure or use of a t r ade sec r e t  of ano t her  

w i t hou t express or i mp l i ed a u t hor i t y or consen t , un l ess  such 

t r ade sec r e t  was a r r i ved a t  by i ndependent deve l opmen t ,  reve r s e  

eng i neer i ng ,  or w a s  ob t a i ned f r om ano t her per son w i t h  a r i gh t  to 

d i sc l ose t he t r ade sec r e t . " 1 1 1  

1 0 8 

1 0 9 

1 1 0 

1 1 1  

Sec t i on 1 ( 2 ) . 

See C 1 . 5 ( 2 ) . 

N . C .  Gen . S t a t . s s . 6 6 - 1 5 2 to 6 6 - 1 5 7 ( Supp . 1 9 8 1 ) .  

IQ .  par a . 6 6 - 1 26 ( a ) . 
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5 . 4 1  Wha t are  t he advant ages and d i sadvan � ages of t hese two 

approaches ? T h i s ques t i on can be conven i en t l y  dea l t  w i t h  under 

two heads : t he poten t i a l  scope of t he a c t i on and cer t a i n  

prac t i ca l  consequences of adopt i ng each a l terna t i ve .  

5 . 4 2 As to t he f i r s t  ma t t er , t he " i mproper means " approach 

i mpor t s  a not i on of mor a l  cu l pabi l i ty i n to t he l aw .  T he tor t t hen 

goes t o  fa i r l y obv i ous "wrong s "  l i ke f r aud ,  br eaches of 

( non - con t r ac t ua l ) con f i dences , 1 1 2  esp i onage and so on . A 

requ i remen t of mor a l  cu l pab i l i t y i s  not , of cou r se , a neces sary  

e l ement of a t or t . Some t or t s  are mor a l l y  qu i t e neu t r a l , bu t t he 

ef fect of a requ i r emen t of mor a l  cu l pab i l i t y i s  to l i mi t t he tor t 

i n  t h i s par t i cu l ar i n s t ance . For i n s t ance , under such a tes t , a 

vo l ub l e  i nven tor who b l u r t s  ou t h i s t r ade secret  a t  a par ty can 

hard l y  comp l a i n  i f  t he r ec i p i ent  subsequen t l y makes use of 

vo l un t a r i l y d i sc l osed i n forma t i on .  T he " a u t hor i s a t i on "  approach 

on the o t her hand i s  ana l ogous to a pa tent  or copyr i ght  i n t eres t 

because i t  creates a s t a t u tor i l y prescr i bed deg r ee of 

exc l u s i v i ty .  Even t he vo l ub l e  i nven tor d i d  not consent to t he use 

of h i s t r ade sec r e t  by someone who ove r hea r s h i s  d i s c l osure at a 

soc i a l  ga t her i ng ,  and ( absen t a requi rement of h i s preserva t i on 

of secrecy ) has an ac t i on .  T hus , wh i l s t t he d r a f ters o f  t he Nor th 

Car o l i na s t a t u t e were ostens i b l y  a t tempt i ng to s i mp l i fy and 

ref i ne t he Un i form Act , t here can be l i t t l e ques t i on bu t that  

that  s t a tu t e  i n  fact  crea tes a " s t r ong " tor t w i t h  an over t l y 

economi c  i mpac t . 1 1 3 

1 1 2  See Law Corn . No . 1 1 0 ,  d r a f t  B i l l  c l . 3 ( 1 ) .  

1 1 3  Apparen t l y  t he per sonne l i nvo l ved were " hor r i f i ed "  by t he 
comp l ex i ty of the Un i form Act def i n i t i ons for the purpose of 
i ns t ruc t i ng a � ·  They wer e  a l so concer ned abou t t he 
vagueness of not i ons of " i mpropr i e t y . "  See Roo t  and B l ynn , 
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5 . 4 3 We prefer to reserve un t i l our f i na l  repor t our 

e l ec t i on be tween t he " i mproper means " and the " au t hor i s a t i on "  

approach t o  m i s appropr i a t i on .  Such a n  e l ec t i on depends upon t h r ee 

t h i ngs . F i r s t , t h i s Repor t has recogn i sed some tens i on be tween 

two po l i cy v i ewpo i n t s . One empha s i zes t he va l ues of compe t i t i on 

and emp l oyee mob i l i t y .  On t h i s v i ew ,  i n forma t i on shou l d  be 

re l a t i ve l y  unencumbered , and p a t en t , copyr i gh t  and t r ade secre t 

protec t i on s hou l d  be on l y  accep ted where t hey a r e  c l ea r l y  and 

spec i f i ca l l y  requ i red . The o ther v i ewpo i nt  emphas i zes i ncen t i ves , 

t he need for l es sen i ng cos t l y  se l f - he l p  to protec t i n forma t i on 

gene r a ted a t  rea l cos t , and for pun i sh i ng t r ansgres s i ons aga i ns t  

t he i n t eres t o f  the ho l der o f  a t r ade secre t . We have previ ous l y  

i nd i c a t ed t h a t  we do not v i ew t he ma t t er as a ques t i on of wh i ch 

set of va l ues i t  to preva i l .  Our concern i s  how to bes t ach i eve 

an appropr i a t e  ba l ance be tween those v i ewpo i n t s . We wou l d  be 

par t i cu l ar l y  ass i s ted by comment as to wh i ch of t he two 

approaches to a def i n i t i on of mi s appropr i a t i on wou l d  bes t promote 

t h a t  objec t i ve .  Second , t he formu l a t i on of t h i s cr i t i ca l  

def i n i t i on may need t o  be a s ses sed aga i ns t  the f a c t ua l ev i dence 

of the i nc i dence of t r ade sec r e t  abuse i n  Canada . I f  

consu l t a t i ons subsequen t to t h i s  Repor t br i ng t o  l i gh t  fur t her 

evi dence o f  abuse , t h a t  wou l d  be a r e l evant  fac tor i n  as sess i ng 

t he need for a " s t ronger " t or t . A s  ma t t e r s  presen t l y  s t and , i t  

wou l d  ( i n ter a l i a )  t ake e x t ens i ve e v i dence of t h i s k i nd t o  

per suade some member s  of the I ns t i t u t e ' s Board t o  r ecommend a 

s t a t u t e  wh i ch goes as f a r  a s  the Nor t h  C a ro l i na mode l .  Th i rd ,  the 

def i n i t i on of " m i s appropr i a t i on "  may have consequen t i a l  

1 1 3 ( con t ' d ) no t e  1 02 ,  supr a ,  pp . 1 0 2 - 1 0 3 .  
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i mp l i ca t i ons bot h  for remed i es and for t he pos i t i on of good fa i t h 

acqu i r e r s  of a t r ade secre t ,  wh i ch subjec t s  are  d i scus sed be l ow .  

We wou l d  prefer t o  have comment on t hose i s sues be fore f i na l l y  

reso l v i ng t he de f i n i t i on of mi sappropr i a t i on .  

5 . 44 As to t he word i ng of ac t ua l def i n i t i ons of 

" m i s appropr i a t i on "  and " i mproper means " ,  t he d r a f t  l eg i s l a t i on i n  

P a r t  I l l  hereof set s  ou t a l terna t i ves . We i nv i t e  commen t on any 

d i f f i cu l t i es t hose a l terna t i ves m i gh t  g i ve r i se t o . 

5 . 4 5 I t  shou l d  be not ed t ha t  t he def i n i t i on of " i mproper 

means "  i nc l udes a br each of a non - cont r ac t ua l ob l i g a t i on of 

conf i dence . Th i s  i s  t he prec i se oppos i t e of t he L aw Commi ss i on' s 

proposa l s ,  wh i ch t r e a t  a breach of conf i dence as t he fund amen t a l  

wrong and an appropr i a t i on by i mproper means a s  i f  i t  were a 

breach of conf i dence . Th i s  may r a i se a ques t i on a s  t o  whet her , 

and i f  so how , we shou l d  a t t emp t to r educe t o  a s t a t u t or y formu l a 

t he quest i on of when a breach of con f i dence ar i ses . 

5 . 46 There wou l d  seem to be two poss i b l e  r esponses to t h i s  

ques t i on . F i r s t , t here i s  ex i s t i ng case - l aw on t h i s  poi nt . The 

formu l a  s ugges t ed by Mega r r y  J .  ( a s he then was ) i n  Coco v .  

C l a r k 1 1 4 has found w i de- spread accep tance : wou l d  a reasona b l e  

man i n  the pos i t i on o f  t he rec i p i en t  o f  the i n forma t i on have 

r ea l i sed that  i t  was g i ven t o  h i m  i n  conf i dence? Thus , i f  t he 

ques t i on wer e  l ef t  t o  t he cour t s , i t  seems l i ke l y  tha t t he Coco 

v .  C l a r k  formu l a  wou l d  con t i nue to be app l i ed .  1 1 5 A second 

1 1 4 

1 1 5 

[ 1 969 ] R . P . C .  4 1 , 48 . 

T h i s  tes t has recent l y  been adopt ed i n  Aus t r a l i a  i n  Whea t l ey 
v .  Be l l [ 1 982 ] 2 N . S . W . L . R .  544 . 



86 

r esponse turns on a sugges t i on by some commen t a tor s on t he L aw 

Comm i s s i on ' s proposa l s ,  t h a t  t he t e s t s hou l d  be a somewha t  

n a r rower one : v i z . , t h a t  t he ob l i ga t i on shou l d  r e s t upon an 

e xpress or i mp l i ed accep t ance by t he rec i p i en t  o f  an ob l i ga t i on 

o f  conf i dence . I f  t he second response was t houg h t  to be t he 

p r e f e r r ed one , a s t a t u tor y de f i n i t i on wou l d  seem t o  be necess a r y . 

5 . 47 The L aw Comm i s s i on appe a r s  to have been pr i ma r i l y  

concerned abou t an unso l i c i t ed ob l i g a t i on be i ng i mposed upon an 

unsuspec t i ng per son . 1 1 6 I t  seems t o  us t h a t  t he e x i s t i ng 

case- l aw wou l d  enab l e  a j udge t o  dea l adequa te l y  w i t h  t h a t  

s i t ua t i on .  F u r t her , i f  t he tes t sugges ted b y  t hese commen t a tor s 

was to be adop t ed i t  br i ng s  an equ i t ab l e  ob l i ga t i on of con f i dence 

on to a bas i s wh i ch l ooks very l i ke con t r ac t , absen t on l y  the 

requ i remen t  for cons i der a t i on .  We are presen t l y  of t he v i ew t h a t  

t he presen t case - l aw under s t and i ng of t he mean i ng of a breach o f  

conf i dence i s  adequ a t e . 

5 . 48 T he cons t i t uen t e l emen t s  of the tor t may a l so have 

i mpor t a n t  p r ac t i ca l  consequences i n  re l a t i on to r emed i es , and t he 

pos i t i on of good f a i t h  acqu i r e r s  of a t r ade secr e t . 

5 . 49 A s  t o  remed i es ,  we propose i n  p a r a s . 5 . 5 3 - 5 . 6 3 a 

re l a t i ve l y  ec l ec t i c  scheme of remed i es des i gned spec i f i ca l l y  for 

use w i t h  t h i s t or t . 

5 . 5 0 A s  t o  t he pos i t i on o f  t h i rd par t i es who acqu i re a 

t r ade secret  i n  " good f a i t h "  ( e . g .  by a bona f i de purchase of t he 

t r ade sec r e t  f r om one who m i s appropr i a t ed i t ) ,  t here seem t o  be 

1 1 6 L aw Comm . p a r a s . 6 . 6 -6 . 1 3 .  
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t wo pos s i b l e  appro aches . T he presen t l aw ,  as w e  h ave no t ed , i s  

t h a t  actua l or cons t r uc t i ve know l edge of t he f a c t  t h a t  

i n forma t i on i s  a t r ade s ecr e t  i s  neces s a r y  before a per son 

becomes sub j e c t  to l ega l l i ab i l i ty .  I n  pr i nc i p l e ,  we t h i nk t h a t  

pr opos i t i on i s  sound . 1 1 7 I f  t he tor t i s  con s t i t u t ed on t he b a s i s 

of a mi sappr op r i a t i on by i mproper means , t hen t he r equ i r emen t of 

know l edge i s  p r eserved . I f  t he cour t a l so h a s  a d i sc r e t i on as t o  

wh i ch r emed i e s ( i f any ) t o  awa r d  ( as w e  l a t er r ecommend ) t hen 

i nnocen t t h i r d  par t i es wou l d  not be undu l y  p r e j ud i ced by t he new 

t or t . I f ,  on t h e  o t he r  h and , t he tor t i s  t o  be cons t i t u t ed by an 

unau t hor i s ed t ak i ng ,  t he i nnocen t t h i r d  par t y  r ec i p i en t  i ncur s  

l i ab i l i t y and c an on l y  be as s i s t ed i n  one o f  two ways . E i t her t he 

s t a t u t e  h a s  to c r e a t e some spec i f i c  excep t i ons ( e . g .  a defence of 

bona f i de purchaser for va l ue ,  1 1 8 )  or t he s t a t u te has to g i ve 

some d i r ec t i ons to a cou r t  to r e l i eve t h a t  pa r t y ,  a t  t he r emed i a l  

l eve l , of t he f u l l consequences of l i ab i l i t y .  

5 . 5 1 T he d r a f t e r s  of t he Nor t h  C a ro l i na s t a t u t e  appear to 

h ave e l ec t ed for t h i s  l a t t er a l t e r n a t i ve .  Sec t i on 6 6 - 1 2 8 ( a ) ( 2 )  o f  

t h a t  s t a t u t e  prov i des 

1 1 7 

1 1 8 

A per son who i n  good f a i t h der i ves know l edge of a 
t r ade sec r e t  f rom or t h rough mi sappropr i a t i on or by 
m i s t ake , or any ot her per son subsequen t l y  acqu i r i ng t he 
t r ade sec r e t t he r e f rom or t he r eby , s ha l l be enjoi ned 
f r om d i sc l os i ng t he t r ade s ec r e t ,  b u t  no d amages sha l l  
be aw arded aga i ns t  any pe r son for any mi s appropr i a t i on 
pr i o r to t he t i me t he per son knows or h a s  r e a son to 
know t h a t  i t  i s  a t r ade secr e t . I f  t he per son has 
subs t a n t i a l l y  ch anged h i s pos i t i on i n  good f a i t h 
re l i ance upon t he ava i l ab i l i t y of t he t r ade sec r e t  for 

T he L aw Commi s s i on seems to h ave t aken the s ame v i ew ,  see 
L aw Comm . 1 1 0 ,  p a r as . 6 . 5 2 - 6 . 5 5 .  See a l so G a r e t h  Jones , Note 
[ 1 9 8 2 ] C .  L . J .  40 . 

T h i s  de f ence was r ecen t l y  d i s a l l owed i n  Whea t l �  v .  Be l l ,  
not e  1 1 5 ,  supr a .  
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fut ure use , he sh a l l no t be enjo i ned f rom us i ng t he 
t r ade secret  bu t may be requ i r ed to pay a reasonab l e  
roya l t y a s  deemed j us t  b y  the cou r t .  I f  t he person has 
acqu i r ed i nventory through such know l edge or use of a 
t r ade secre t ,  he can d i spose of t he i nventory w i t hou t 
paymen t of roya l t y .  I f  h i s  use of the t r ade secret  has 
no adver se econom i c  ef fec t upon t he owner of t he t r ade 
secr et , t he on l y  ava i l ab l e  remedy sha l l be an 
i nj unc t i on aga i ns t  d i sc l osure . 

5 . 5 2 Our tent a t i ve t h i nk i ng i s  t h a t  i f  t he tor t i s  to be 

con s t i t u ted on a mi sappropr i a t i on by i mproper means , then t h a t  

l i m i t a t i on ,  t oge t her w i t h  a broad remed i a l  d i scr e t i on ,  i s  a 

suf f i c i en t  sa feguard for " good f a i t h "  acqu i r e r s . I f ,  on the other 

hand , the tor t i s  to be con s t i t u ted on a " non - au t hor i sed " t ak i ng ,  

we th i nk add i t i ona l prov i s i ons wou l d  have to be i n ser ted i n  t he 

s t a t u t e  d i r ec t i ng t he cour t to have regard to such t h i ngs as any 

change of pos i t i on by t he t h i rd par ty , and l i ke cons i der a t i ons . 

We shou l d  record t h a t  we do no t f avou r a spec i f i c  defence of bona 

f i de purchaser for va l ue .  Such a de fence wou l d  i mp l y  tha t t he 

i n t eres t i n  a t r ade secret  i s  an or thodox proper ty i n teres t . T h i s 

i s  not wha t  we i n tend . T he d r a f t Act  i s  P a r t I I  hereof i nc l udes 

sugges ted prov i s i ons . We i nv i t e  commen t .  

( 5 )  Remed i e s for m i sappropr i a t i on 

5 . 5 3 Assum i ng t h a t  a m i s appropr i a t i on of a t r ade secret  has 

t aken p l ace , wha t  r e l i ef shou l d  be ava i l ab l e  t o  a p l a i n t i f f ?  We 

th i nk t h a t  t here shou l d  be a r ange of remed i es wh i ch can be 

t a i l ored to f i t t he c i rcums t ances of t he pa r t i cu l a r case . T here 

are however some d i f f i cu l t i e s bo t h  w i t h  respec t to pa r t i cu l ar 

remed i es and t he re l a t i onsh i p  be tween remed i es wh i ch requ i r e some 

e l abor a t i on . 
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( i )  I n junc t i ons 

5 . 5 4 T r ad i t i ona l l y ,  t he i njunct i on has been t he pr i me 

r emedy i n  t h i s a r e a  of t he l aw .  There i s  a ma jor d i f f i cu l t y w i t h  

re spec t to  the term of t he i n j unc t i on .  Wh a t  i f  a cou r t h a s  

g r an t ed an i n j unc t i on i n  s uppor t o f  a secre t ,  bu t t h a t  sec r e t  has 

now somehow come i n to the pub l i c  doma i n ? I s  the defend a n t  s t i l l  

to  be sub jec t to t he i n junc t i on even though t he wor l d  a t  l arge 

now knows the sec r e t ?  I n  o t he r  words , i s  t he de fend a n t  to  r ema i n  

for ever a t  a d i sadvan t age? Ang l o- Canad i an cour t s  have not 

de f i n i t i ve l y  s e t t l ed t h i s i s s ue .  One answer g i ven by some cour t s  

i n  the U . S .  i s  tha t a pe rpe t ua l d i sadvan t age i s  t he pr i ce of 

t r ansg r es s i on .  O t her cour t s  have perm i t t ed the mod i f i ca t i on or 

d i scharge of the i n junct i on when t he secret  becomes pub l i c  

know l edge . We t h i nk the gu i d i ng pr i nc i p l e  shou l d  be t h a t , i n  

gener a l , the f a c t  that  a sec r e t  has become pub l i c  shou l d  l ead to 

the i n junct i on be i ng se t a s i de .  Howeve r ,  t here may be cases where 

the de fendan t w i l l  enjoy a res i dua l advan t age i f  the i n junct i on 

i s  se t as i de i mmed i a t e l y  t he secret  becomes pub l i c .  For i ns t ance , 

i t  may t ake sever a l  mon t h s  for o t her par t i es to ge t produc t i on 

l i nes e s t ab l i shed . A de fendan t shou l d  not be enab l ed t o  t ake 

advan t age o f  t h a t  prof i t  by a head s t a r t . 

( i i )  Compen s a tory damages and accoun t o f  prof i t s  

5 . 55 Damages a r e  compen s a tor y .  T h a t  r emedy i s ,  i n  gener a l  

terms , ca l cu l a t ed l ook i ng t o  t he pos i t i on the p l a i n t i f f wou l d  

have been i n ,  had t he i nc i den t comp l a i ned o f  not occur red . An 

accoun t of p r o f i t s on the o t her  hand e s t ab l i shes wha t the 

de fendan t actua l l y  made as a r e su l t of h i s un l aw f u l act i v i t i e s ,  
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and res tores t h a t  sum t o  t he p l a i n t i f f .  The two sums w i l l  usua l l y 

be d i f ferent . These remed i es are  usua l l y  though t of as 

a l terna t i ve ways of ca l cu l a t i ng a sum of money to be pa i d  by a 

de fendan t t o  a p l a i n t i f f .  I t  has been t he gener a l  pr ac t i ce of 

Commonwea l t h cou r t s  to r equ i r e a p l a i n t i f f to e l ec t  between an 

award of damages or an account of prof i t s .  There a r e , however , 

some s t a tu t ory e xcept i ons to th i s  r u l e .  F or i ns t ance , under the 

Canad i an Copyr i gh t  Act bo th r emed i es may be awa rded 

concur rent l y .  1 1 9 F or many yea r s  now , Amer i can cour t s  have 

rejected t he e l ect i on r u l e  even where t here i s  no s t a t u tory r i gh t  

to both r emed i es .  The pr esent Canad i an case l aw does no t se t t l e  

th i s  i s sue . Wha t shou l d  t he pos i t i on be w i t h  r espec t to t r ade 

secret  cases? 

5 . 5 6 The or i g i n  of the two remed i es d i f fer s . Damages were a 

common l aw r emedy , an accoun t was a Chancery remedy . A f ter Lord 

Ca i rns '  Ac t 1 2 0 t he argument arose that  a tor t feasor cou l d  not 

have bot h  damages and an accoun t bec ause by e l ec t i ng an accoun t 

he was " condon i ng the i n f r i ngement . "  That  i s ,  he was t r ea t ed as 

s ayi ng to a de fendant , " you sha l l  be t r e a t ed i n  equ i ty as hav i ng 

done th i s  wor k on my beha l f . "  There seems however to be no 

reason t oday i n  e i t her t heory or j u s t i ce why a p l a i n t i f f shou l d  

not today have both remed i es ,  prov i ded no doub l e  recovery occur s ,  

and that  i s  t he po l i cy we recommend . 1 2 1 We are par t i cu l a r l y 

i n f l uenced by t he f act t ha t  t h i s mod i f i ca t i on has a l r eady been 

made i n  copyr i gh t  l aw i n  Canada . 

1 1 9 

1 2 0 

1 2 1 

See Copyr i ght  Ac t , s .  20 ( 4 ) . 

2 1  & 22 V i c t . c .  27 ( 1 8 58 ) . 

See V aver , note 7 0 ,  supr a .  



9 1  

( i i i ) E xemp l ar y  Damages 

5 . 5 7 In Eng l and , and severa l other  Commonwea l th coun t r i es , 

e xemp l a ry damages are a severe l y  r es t r i c ted remedy . The l ead i ng 

au tho r i t y i n  Eng l and i s  the dec i s i on of the Hou se o f  L ords i n  

Rookes v .  Barnard , 1 2 2  wh i ch crea t e s  cer t a i n  c a t egor i es of ca ses 

i n  wh i ch such damages may be awa rded . There i s ,  i n  Eng l and , 

p r esent l y  no ho l d i ng as to whe t her e xemp l ary damages may be 

awarded for a breach of con f i dence . The d i f f i cu l ty i s  t h a t  breach 

of conf i dence i s  an equ i t ab l e doc t r i ne and t he a b i l i ty of an 

equ i ty cou r t  to award exemp l ary damages a t  a l l  i s  doub t fu l . 

Rookes v .  B a r nard d i d  recog n i se as one excep t i on to the gene r a l  

r u l e  o f  non - ava i l ab i l i t y of exemp l ary damages a " de l i be r a t e  

i n f r i ngement o f  a p l a i n t i ff ' s r i gh t s  whe re t he prof i t  i s  

ca lcu l a t ed by the de fendant to ou twe i gh the poss i b l e  damages 

payab l e . "  Th i s  excep t i on wou l d  app l y  i n  tor t i n  E ng l and . 

5 . 5 8 C an ad i an cour t s  have not f o l l owed Rookes v .  Barnard . 

E xemp l ary damages have been awarded i n  a much w i de r  r ange of 

cases i n  Canada than i n  Eng l and . T here are Canad i an cases i n  

wh i ch awards of  exemp l ar y  damages have been made i n  c l a i ms of  

b reaches of  f i cuc i a ry du ty w i th  respec t to t r ade secr e t s . 1 2 3 

5 . 5 9 We t h i nk the e x i s t i ng Canad i an l aw shou l d  be preserved 

for two reasons . F i r s t , as a gener a l  approach , we do no t w i sh to 

d i s turb r emed i es a t  l aw or i n  equ i ty where the l aw i s  set t l ed 

un l ess t here a r e  compe l l i ng reason s for so do i ng .  Second , as a 

1 2 2 [ 1 9 6 4 ] A .  C .  1 1 29 .  

1 2 3 See e . g .  Schauenberg I ndus t r i es L td .  v .  Borowsk i  ( 1 9 7 9 ) 1 0 1  
D . L . R .  ( 3d )  7 0 1 ;  25 O . R .  ( 2d ) ) 7�and see a l so Pro A r t s , 
Inc .  v .  Campus C r a f t s  Ho l d i ngs L td . ( 1 9 8 0 ) 1 0  B . L . R .  1 .  
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ma t t er o f  pr i nc i p l e ,  i t  seems t o  us that  exemp l a ry damages may be 

necessary to d i scour age f r ee r i der behav i our . T h i s  i s  

pa r t i cu l ar l y so s i nce t he Canad i a n C r i mi n a l  Code does not 

present l y  recogn i se any o f f ence of t hef t of t r ade secre t s , and an 

of fence of the f t  of i n forma t i on i s  s t i  1 1  an unr eso l ved ques t i on .  

There shou l d  be some means of a cour t express i ng d i sapprova l of a 

par t i cu l a r l y  f l agrant  mi sappropr i a t i on . Ot herw i se ,  as t he House 

of Lords r ecogn i zed i n  Rookes ,  there i s  a rea l cha nce that  

potent i a l  defendan t s  w i l l  ca l cu l a t e the i r  l i ke l y  l i ab i l i ty and 

t r ade that  of f aga i ns t  ga i ns l i ke l y  to be made . T he presc i ence of 

t he House of Lords was subsequent l y  demon s t r a t ed by t he fac t s  of 

the we l l  known dec i s i on i n  Casse l l v .  Broome . 1 2 4 We wou l d  

however l i mi t such damages t o  twi ce t he compensa tor y damages or 

account of prof i t s as the case may be . 

( i v )  Roya l t i es and Adjus tmen t s  

5 . 6 0 Ang l o- C anad i an cour t s  pr esen t l y  have power t o  g r ant 

damages i n  add i t i on to or i n  l i eu of an i nj unct i on .  To da te , that  

power has  not been exerc i sed i n  t r ade secret  cases by order i ng a 

defendant to make a per i od i c  payment i n  the form o f  a roya l ty t o  

t he p l a i n t i f f i n  l i eu of a n  i nj unc t i on .  U . S .  cour t s  have been 

a sser t i ng a power of t h i s k i nd for many yea r s . 

5 . 6 1  We t h i nk ,  as d i d  the L aw Commi ss i on ,  1 2 5 that  t h i s  k i nd 

of power shou l d  be " ref i ned and deve l oped " 1 2 6  so as t o  enab l e  a 

cour t t o  make a w i de r ange of adjus tmen t s  as be tween t he 

1 2 4 

1 2 5 

1 2 6 

[ 1 972 ] A . C .  1 0 27 . 

L aw Comm . No . 1 1 0 ,  par as . 6 . 1 1 0 - 6 . 1 1 2 .  

I d . , p .  1 55 .  
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p l a i n t i f f and t he def end ant . Bes i des roya l t y payme n t s  i n  l i eu of 

a n  i n j u nc t i on ,  a cou r t shou l d  be ab l e  to order a de fend a n t  to 

meet t he e xpenses i ncur r ed by a p l a i n t i f f i n  acqu i r i ng ,  

deve l op i ng or e xp l o i t i ng t he t r ade sec r e t  and wh i c h a r e  l i ke l y  to 

be thrown away by t he def endan t ' s m i sapprop r i a t i on .  

( v )  De l i ve r y  up and des t r u c t i on or der s 

5 . 62 E ng l i sh and Canad i an cour t s  have a l ways a s se r ted t he 

r i ght to order a de fend a n t  to de l i ver up to a p l a i n t i f f or 

des t roy any documen t s  i n  wh i c h t he con f i dent i a l  i n forma t i on 

appea r s . T h i s r emedy i s  usua l l y  orde r ed wher e  a de f endant i s  

con s i de r ed unre l i ab l e .  We r ecommend t h a t  t h i s remedy be 

pr eser ved . 

( v i ) Anc i l l a r y  r e l i e f 

5 . 6 3 A s  a ma t t er o f  caut i on ,  t he l eg i s l a t i on shou l d  prov i de 

t h a t  t he norma l power s  o f  a cour t to exerc i se " i nc i den t a l "  r e l i e f  

are not d i mi n i shed . 

( 6 )  A " pub l i c  i n t eres t "  de fence 

5 . 64 We h ave a rgued t h a t  wi t hou t l ega l protec t i on of t r ade 

sec r e t s , t h e r e  may be a d i s i ncent i ve for bus i nes ses to i nve s t  i n  

t echno l og i ca l  deve l opmen t .  T h a t  amou n t s to a n  a s se r t i on t h a t  t he 

pub l i c  i n t e r e s t  requ i res t h a t  a par t i cu l a r pr i v i l ege be accorded 

to p r i va t e  i n t e r es t s . B u t  we a l so no ted i n  Chap t e r  4 t h a t  we can 

conce i ve o f  cases where there may be a need to ba l ance t h a t  

pub l i c  i n t e r e s t aga i n s t  the r i gh t  of t he p ub l i c  to have f u l l and 

un i mpeded access to cer t a i n  k i nds of i n forma t i on .  
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5 . 6 5 Th i s  prob l em h a s  not been i n  i s sue i n  r epor ted 

Canad i an cases , bu t i t  has been cons i dered by E ng l i s h cou r ts on a 

number of occas i ons i n  r e l a t i on to a l l eged breaches of 

conf i dence . As we noted i n  chap t er 2 ,  there is no d i s pu t e  t h a t  

under the ho l d i ngs o f  those cases t here i s  a def ence o f  some k i nd 

wh i ch can be as ser ted by a defendan t , t he ef fec t of wh i ch i s  to 

over r i de or de feat  the c l a i m  of a br each of con f i dence . The 

prec i se bas i s  of the defence has been t he subject of much deba te . 

I t  began l i fe as a re l a t i ve l y  nar row defence : t h a t  there i s  no 

con f i dence i n  an i n i qu i t y "  ( i e .  a cr i me ) . Subsequent l y i t  was 

broadened to a defence of " j u s t  cause or excuse " . The House o f  

Lor ds h a s  recent l y  a f f i rmed t h i s  e x t ens i on a n d  tha t i t  goes t o  

" m i sconduct genera l l y " . The i r Lordsh i ps d i d  not however e l abor a t e  

on t he u l t i ma t e  scope o f  t h i s  defence and c l ear l y  though t the 

ma t t er shou l d  be dea l t w i t h  on a case by case ba s i s .  1 2 7 

5 . 6 6 Shou l d  reform i ng l eg i s l a t i on preserve a de fence o f  

t h i s k i nd ?  There seem t o  us t o  b e  two d i f ferent s i tu a t i ons to 

cons i der . I t  i s  pos s i b l e that  a tr ade secret  m i ght  i nvo l ve some 

k i nd of i l l ega l i t y .  F or i ns t ance , a t r ade sec r e t  rec i pe cou l d  

conce i vab l y  i nc l ude i ngred i en t s  i n  a manner o r  some propor t i on 

no t a l l owed by l aw .  I t  seems qu i t e wr ong t ha t , for i ns t ance , an 

i nves t i ga t i ve jou rna l i s t shou l d  be exposed t o  c i v i l l i ab i l i t y for 

pub l i s h i ng these f ac t s , a l t hough h i s  po tent i a l l i ab i l i t y for 

pub l i ca t i on o f  " un t r ue "  fac t s  shou l d  no t be wa t e r ed down . 

5 . 6 7 The second s i t ua t i on i nvo l ves no i l l ega l i t y or 

repr ehens i b l e  behav i ou r  on the par t of the t r ade secret  

1 2 7 B r i t i sh S t ee l Cor por a t i on v .  Gr anada T e l ev i s i on L t d . [ 1 9 80 ] 
3 W . L . R . � 
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o r i g i na tor . For one reason or ano t her - mos t probab l y  h uman 

i d i osyncr acy - the or i g i na tor may dec i de to Keep an i mpor t a n t  

process sec r e t  and not u s e  i t  at  a l l .  I t  seems wrong i n  pr i nc i p l e  

t ha t , for i n s t a nce , a " cure " for c ance r  eau l d  be Kep t f r om 

manK i nd under a l ega l r eg i me protect i ng t r ade secre t s .  1 2 8 The 

grea t d i f f i cu l t y  wi th t h i s  categor y of cases i s  t h a t  i t  i s  

d i f f i cu l t  to i den t i fy i n  t he abs t r act a l l the re l eva n t  

cons i der a t i on s  wh i ch shou l d  i nf l uence such a defence . Doubt l ess 

these wou ld i nc l ude the manner in wh i ch the t r ade sec re t came 

i n to be i ng ;  t he n a t ure of t he t r ade secr e t ; whe t her i t  had been 

" used " by i t s o r i g i nator ; i f  i t  had not , why there had been no 

u s age ; and t he l eng th o f  t i me the t rade secret  had ex i s t ed . 

5 . 6 8  T he L aw Commi ss i on ,  i n  cons i der i ng these i s sues i n  

re l a t i on to breach o f  conf i dence , conc l uded t h a t  l eg i s l a t i on 

shou l d  i nc l ude a b road defence of pub l i c  i n teres t . 1 2 9  The 

Commi ss i on' s proposa l s  a l so a f fec t the burden of proof . The 

de fendan t wou l d  be requ i red to g i ve not i ce tha t he i n tends to 

r a i se " the i ssue of  pub l i c  i n teres t , "  and t h a t  t here was " a  

pub l i c  i n teres t i nvo l ved i n  the re l evant d i sc l osure or u se o f  the 

i nforma t i on i n  ques t i on . "  A ssumi ng the defendant d i scharges th i s  

burden , " i t  shou l d  be for t he p l a i n t i f f to es t ab l i sh t h a t  h i s 

i n t er es t i s  outwe i ghed by the pub l i c  i n teres t i n  [ the protect i on 

o f  the conf i dence ] . " 1 J O 

1 2 8 

1 2 9 

1 3 0 

B u t  c / f  Go f f  J .  i n  Chur ch of Sc i en t o l oqy  v .  Kaufman [ 1 9 7 3 ]  
R . P . C .  649 . 

Law Corrrn . No . 1 1 0 ,  pa r a . 6 . 7 7 .  

Id . par a . 6 . 84 ( i tem v ) . 
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5 . 6 9 The L aw Comm i s s i on' s pr oposa l s  a t t r ac t ed s t r o�g 

cr i t i c i sm f r om many quar t e r s . I t  was sa i d  tha t l eav i ng s uch l arge 

i s sues of pub l i c  po l i cy t o  t he cour t s  was qui te undes i r ab l e  and 

t h a t  P a r l i amen t shou l d  be ab l e  to spec i f y i n  mor e  de t a i l wha t  

k i nds of t h i ngs t he pub l i c  have a r i ght  t o  know . 1 3 1  

5 . 7 0 The L aw Commi s s i on' s d i f f i cu l t i es ar ose because i t  was 

a t t empt i ng to er ec t  a l eg i s l a t i ve scheme to cover £11 

conf i dences . Hence , many po tent i a l l y  con t r over s i a l  ar eas such as 

gover nment  con f i dences and per sona l conf i dences m i gh t  be t r ea ted 

by the cour t s  as be i ng " d i sc l osab l e "  i n  an over - r i d i ng pub l i c  

i n teres t . The pr oposa l s  i n  t h i s Repor t r e l a t e on l y  to t r ade 

secr e t s . I t  seems to us much l ess ob ject i onab l e  t h a t  cour t s  

shou l d  be ent i t l ed t o  cons i der a par t i cu l ar pub l i c  i n teres t wh i ch 

may be sugges t ed as over r i d i ng the r equ i r ement  of t r ade secrecy 

i n  a par t i cu l a r ca se . Mos t cases w i l l ,  we t h i nk ,  come w i th i n  t he 

t r ad i t i ona l excep t i on aga i ns t  cr i me or f r aud . We accep t however 

t h a t  there may , i n  ver y  unusua l c i r cums t ances , be cases where t he 

pub l i c i n teres t i s  no t ser ved by some s i gn i f i can t deve l opmen t 

be i ng he l d  from t he pub l i c .  We t h i nk - a l t hough we canno t be 

pr esc i en t  - tha t such cases w i l l  p robab l y  r e l a t e to t he 

non -work i ng of a ve r y  usef u l  process or i dea . I n  t h i s  connec t i on 

i t  i s  wor t h  not i ng t h a t  t he Canad i an P a t en t  Ac t con t a i ns 

compu l sory l i cenc i ng prov i s i ons where an i s sued pa tent  i s  no t 

u t i l i sed . A gener a l  pub l i c i n t er es t defence i n  t he t r ade secr et  

a r ea cou l d  ser ve as t he ana l ogue of t hose prov i s i ons in  an 

appropr i a te case . We see no need to a l t e r  the usua l s t andard of 

1 3 1  See Gar e t h  Jones , No t e  [ 1 9 82 ] C . L . J .  40 ; B r yan , No te ( 1982 ) 
Pub . L aw 1 88 .  
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5 . 7 1 The on l y  a l t e r n a t i ve to a pub l i c  i n t e r e s t t ype de fence 

wou l d  appe a r  to be re l i a nce upon t he gen e r a l d i scre t i on of t he 

cour t w i t h  respec t to t he var i ous spec i f i c r emed i es .  For 

i n s t ance , i f  a newspape r " s tea l s ' ' and pub l i s he s  a sec r e t  formu l a  

to p r even t t he common co l d ,  a cour t m i gh t  conce i vab l y ,  i n  i t s 

d i sc r e t i on ,  r e fuse to g r a n t  an i n junc t i on r es t r a i n i ng 

pub l i c a t i on .  U . S .  cou r t s  have not recogn i sed an e xp l i c i t pub l i c  

i n teres t de fence , but  t he a r gumen t s  w i t h  r e spec t to an over r i d i ng 

pub l i c  i n t e res t do seem t o  be r e f l ec t ed i n  the cho i ce o f  remedy 

i n  some cases . L i kew i se ,  a defend a n t  cou l d ,  a t  l e as t w i t h  respec t 

to equ i t ab l e  remed i e s ,  i nvoke t he p l a i n t i f f ' s l ack of " c l ean 

hand s "  i n  some cases as a ground for r e f us i ng r e l i e f . 

5 . 72 We t h i nk i t  undes i r ab l e  t h a t t h i s i nd i r e c t  me t hodo l og y  

b e  fo l l owed . W e  r ecommend t h a t  t he l eg i s l a t i on shou l d  embody a 

pub l i c  i n t e r e s t  de fence . Such a de fence shou l d  no t be l i m i ted to 

i n s t a nces of c r i me ,  f r aud or o t her mi sconduc t . 

( 7 ) T he p r e s e r va t i on of causes of a c t i on w i t h  

r e spec t to i n forma t i on wh i ch does no t 

amoun t to a t r ade sec r e t  

5 . 7 3 One of t he major prem i ses o n  wh i ch t h i s  Repor t r e s t s  

i s  t h a t  t r ade secr e t s  have become a su f f i c i en t l y  i mpor t an t  

subject - a rea i n  t he i r own r i gh t  to war r an t  spec i f i c l ega l 

t r ea t men t . I f  t h a t  p r em i se i s  accep t ed , t he ques t i on a r i ses a s  to 

wha t  i s  to happen w i t h  re spect to t hose cases wh i ch do not f a l l  

w i t h i n  our pr oposed de f i n i t i on of a t r ade sec r e t . I t  may be , 
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a l though w e  d o  no t h e r e  expr ess a n y  recommendat i on o n  t h e  po i n t , 

t h a t  i n  due course some o f  t hose ot her area s  may a l so war ra n t  

spec i f i c  l eg i s l a t i ve t r ea tmen t . I n  t he mean t i me ,  t h e  proposed 

t r ade secret s  l eg i s l a t i on shou l d  make i t  exp l i c i t t h a t  t he ac t 

does not d i s t urb ex i s t i ng l eg a l  or equ i t ab l e  doc t r i ne excep t w i t h  

respec t to t hose fact s i t u a t i ons whi ch come w i t h i n  the Act . 

( 8 )  M i s ce l l aneous ma t t er s 

( i )  P r eser v a t i on of secrecy 

5 . 7 4 The hol der of a t r ade secret  w i l l  h ave l eg i t i ma t e  

concerns abou t t he protec t i on of t h a t  secret  when l i t i ga t i on i s  

commenced . F i r s t , a t  t he i n t er l ocutory s t age o f  t he proceed i ngs 

there may be reques t s  for det a i l s  of t he t r ade sec r e t . I t  i s  even 

conce i vab l e  t h a t  proceed i ngs may be commenced as a " f i sh i ng "  

ac t i on r a ther t h an a genu i ne c l a i m .  Second , i f  a t r i a l  i s  

necessary , the usua l r u l e  i s  t h a t  there shou l d  be a pub l i c  

hear i ng .  I n  t heory , t herefore , a r i va l  who i s  not a l ready a p a r t y  

t o  t he proceed i ngs cou l d  s i t i n  o n  t he t r i a l  a nd l ea r n  t he 

secre t .  How f a r , i f  a t  a l l ,  shou l d  the prospec t i ve s t a t ute 

add ress these i s sues ?  

5 . 7 5 A s  to i n ter l ocutory ma t te r s , i t  seems to u s  t h a t  the 

ex i s t i ng Ru l es o f  Cour t and prac t i ce prov i de adequa t e  safeguards . 

I n  both pa ten t a nd t r ade sec r e t  c a ses the usua l ru l e  i s  t h a t  

where t he proce s s  i s  c l a i med a s  be i ng secret , t h e  cou r t  w i l l  

a l l ow d i scove ry on l y  on terms t h a t  t here be no fur t her d i sc l osure 

or use of the i n forma t i on to the prejud i ce of t he pa tent or t r ade 

secret ho l der . There i s  a l so good a u t hor i t y for t he propos i t i on 

t h a t  t here i s  a n  i mp l i ed under t ak i ng by one to whom documen t s  are 
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produced not to use them for any col l a ter a l  or  u l ter i or pur pose . 

The cour t can a l so order t h a t  a t r anscr i p t  be sea l ed .  1 3 2 

5 . 7 6 A s  to the t r i a l  i t se l f ,  cour t s  have somet i mes ordered 

t hat  a l l or par t of t he hea r i ng be he l d  i n  camer a .  To protec t  

i n forma t i on a t  the conc l us i on of a hear i ng ,  a t r anscr i p t can be 

ordered to be sea l ed .  1 3 3  

5 . 7 7 T he gener a l  pr i nc i p l e  wh i ch appea r s  to under p i n  a l l  

t hese r u l es and dec i s i ons i s  that a cour t present l y  has author i t y 

t o  con t ro l  t he cond i t i ons under wh i ch t he t r ade secret  i s  

produced for the purposes of , and dea l t  w i th i n ,  t he cou r s e  of 

l i t i gat i on .  We t h i nk t h a t  i t  may be usef u l  - i f  on l y  as a ma t t er 

of l ega l conven i ence - t o  conf i r m that author i t y i n  t he 

prospec t i ve s t a t u t e  and to prov i de j udges wi t h  a r ange or 

a l t erna t i ve measures wh i ch ,  on app l i ca t i on ,  t he cour t m i ght  adop t 

t o  protect t he t r ade secret dur i ng both t he i n ter l ocutory s t ages 

of the case and t he hear i ng i t se l f .  T he l i s t shou l d  not . however ,  

be conc l us i ve .  

( i i ) L i mi t a t  i ons 

5 . 7 8 Under pr esen t A l ber t a  l aw ,  the r e l evant l i mi t a t i on 

per i ods prov i de t h a t  an ac t i on mus t  be commenced wi t h i n s i x  yea r s  

f rom t he breach of con t r ac t 1 3 4 or , i n  t he case of a br each of 

1 3 2 

1 3 3 

See , on t hese poi n t s , R u l es 186 ( 1 ) , 18 6 ( 2 ) ; 2 0 0 ( 1 )  and 
2 1 5 ( 2 )  of t he A l ber t a  R u l es of Cour t and t he a u t hor i t i es set 
ou t i n  S t evenson & Cot e , A l ber t a  R u l es of Cour t ( Annot a t ed ) , 
pp . 2 08 ( K ) , 2 2 9 ( H  3 3 ) ,  and 2 51 .  --

-
--

Amer i can- Can Dev . Corpor a t i on v .  Te l e t i me Saver ( 197 3 )  1 
C .  P . C .  2 3 0 . ( Ont . H . C . ) . 

R . S . A .  1980 , Chap . L - 5 , s .  4 ( 1 ) ( c ) . 
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conf i dence , w i th i n  s i x  yea r s  f rom t he d i scover y  of t he cause of 

act i on . 1 3 5  I f  no spec i f i c  l i mi t a t i on per i od were provi ded i n  t he 

proposed l eg i s l a t i on ,  t he r e l evan t  l i mi t a t i on per i od wou l d  be s i x  

yea r s  af t er the cause of act i on a rose . 1 3 6 

5 . 7 9 We t h i nk an appropr i a te l i mi t a t i on per i od for t h i s 

tor t wou l d  be two yea r s  f r om t he d a t e  t he c l a i mant knew or ought 

to have known of a bas i s  for t he c l a i m .  

( i i i ) Con t r i bu t ory Neg l i gence 

5 . 80 T here may be a ques t i on as to whe t he r  con t r i but ory 

neg l i gence s t a t u tes 1 3 7  wou l d ,  or shou l d , app l y  t o  t he new tor t . 

As sumi ng for t he purpose of d i scuss i on t h a t  s uch s t a t u t es m i gh t  

app l y ,  i f  t he tor t i s  t o  be cons t i t u t ed on a mi sappropr i a t i on by 

i mproper mea ns , and i f  t he c l a i man t mus t , as a p r e - cond i t i on of 

r e l i ef have t aken r easonab l e  s t eps t o  s a f eguard t he secret , t hen 

i t  wou l d  seem appr opr i a t e t o  exc l ude t he ope r a t i on of t he 

con t r i bu t ory neg l i gence ac t . On t he o t her hand , i f  t he tor t i s  t o  

b e  cons t i t u t ed by a n  una u t hor i zed t ak i ng ,  i t  m i g h t  b e  appropr i a te 

t o  prov i de a means of  " ad j us t i ng "  t he l oss as be tween t he 

p l a i n t i f f and t he defendan t .  We have r ecommended a broad 

d i scret i on w i t h  r espec t to remed i es ,  but i t  may be t h a t  such a 

d i scret i on i s  not , by i t se l f ,  an adequa t e  mechan i sm i n  t h i s  

i ns t a nce . 

1 a 5 I d . , s .  4 ( 1 ) ( e )  . 

1 3 6 

1 3 7 

.IQ., ,  s .  4 ( 1 ) ( g ) . 

See , i n  A l ber t a , Con t r i bu tory Neg l i gence Act , R . S . A .  1 9 8 0 
Chap . C - 2 3 . 
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5 . 8 1 Our pr esen t t h i nk i ng i s  t h a t  i t  wou l d  be des i r ab l e  to 

c l a r i f y ,  for t he sake o f  consumers , t he ques t i on of whe ther t he 

cont r i butory neg l i gence s t a t u t e  app l i es or not , bu t whet her t he 

answer shou l d  be af f i rma t i ve or nega t i ve tur ns upon t he 

cons t i tuent e l ements  of t he tor t wh i ch a re f i n a l l y  dec i ded upon . 

( i v )  D i sc l osure requ i red by s t a t u t e or cou r t  

5 . 82 T he s t a t ute shou l d  make i t  p l a i n  tha t i t  does not 

d i mi n i s h a per son' s respons i b i l i t y t o  prov i de i nforma t i on 

l awf u l l y  requ i r ed to be pr ov i ded under another s t a t u t e  or by a 

cour t .  Compu l s i on of t h i s  k i nd shou l d  ope r a t e  as a defence under 

s t a t ut e . 

( v )  Con temp t of cou r t  

5 . 8 3 A s  a ma t t er o f  cau t i on ,  i t  may be a s  we l l  t o  express l y  

p r eserve t he j ur i sd i c t i on o f  t he cour t w i t h  r espec t t o  con temp t 

o f  cour t .  T he s t a t utory act i on i s  i n tended a s  a new , i ndependen t 

cause of ac t i on and i s  not i n tended to a f fec t  t he l aw re l a t i ng to 

t he i mproper d i sc l osure of i nforma t i on a cou r t  may o t herw i se 

order be kep t pr i va t e . 

( v i ) Sur v i va l  of t he ac t i on 

5 . 84 S i nce t he bas i s  of the act i on i s  t h a t  of a s t a t utory 

t or t , t he ex i s t i ng r u l es as to surv i va l of  an e x i s t i ng cause of 

act i on i n  tor t i n  A l ber t a  wou l d  app l y .  

( 9 )  U n i form i ty 

5 . 8 5 T he provi nces have jur i sd i c t i on w i th respec t t o  

proper t y  and c i v i l r i gh t s . I n  t heory , t herefore , each prov i nce 
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cou l d  dec i de for i t se l f  wh a t , i f  any , c i v i l cause of ac t i on t here 

shou l d  be for m i s app ropr i a t i on of t r ade secr e t s . At presen t , 

because such ca ses a r e  dec i ded on pr i nc i p l es of l aw of gener a l  

app l i ca t i on wh i ch are recogn i sed i n  a l l t he common l aw prov i nces 

there i s  de f ac t o  un i formi ty of l aw i n  t h i s subjec t  ar ea . 

5 . 86 We t h i nK t h a t  uni formi t y  of l aw i n  t h i s subjec t - area 

i s  des i r ab l e  and shou l d  be ma i n t a i ned i f  poss i b l e .  F i r s t , t here 

i s  a l ega l conven i ence f ac tor . I f  each prov i nce had a d i f ferent 

l aw ,  Know i ng what t he l aw i s  becomes mor e d i f f i cu l t ,  and comp l e x 

con f l i c t s  of l aw prob l ems are crea ted i n  some cases . F ur t her , t he 

l i t i ga t ed cases t h rown up i n  one j ur i sd i c t i on become he l pf u l  

author i t y i n  o t her jur i sd i c t i ons . Second , there i s  commer c i a l  

conven i ence . Bu s i nesses and i nd i v i dua l s  m i g h t  we l l  have to engage 

i n  some r e - a s sessmen t of t he i r  bus i nes s p l ann i ng i f  the l aw i s  

more fa vourab l e  t o  them i n  one l oca l i t y t h an another . T h i rd ,  

s i nce techno l ogy l i cenc i ng a l so has  i n tern a t i ona l aspec t s , i t  may 

be i mpor t an t  for non - Canad i an par t i es to such agr eemen t s  to be 

ab l e  to dea l w i t h  Canad i ans i nteres t s  w i t h  some conf i dence as to 

Canad i an l aw i n  th i s  area . 

5 . 8 7 Ach i ev i ng un i form i ty wi th r espec t to l eg i s l a t i on i n  

pr i va t e  l aw areas i n  Canada i s  not easy and wou l d  l i ke l y  t aKe 

some t i me .  T here are  mechan i sms - pr i nc i p a l l y  t he Canad i an 

Un i formi ty Confe rence - wh i ch m i gh t  be i nvoKed to pr omote un i form 

l eg i s l a t i on .  We do not t h i nk i t  neces sary at th i s  t i me to suggest 

any spec i f i c  process by wh i ch uni for m i t y  m i gh t  bes t be advanced . 

Th i s  Repor t i s  a ten t a t i ve ,  con su l t a t i ve documen t .  I f  i t  shou l d  

be apparen t t h a t  t here i s  a measure  o f  suppor t for t he propos a l s  

con t a i ned i n  i t ,  the un i formi ty i s sue w i l l  need t o  be addressed 
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i n  some manner i n  due cou r se . We a l so note t he c l ea r  i n teres t of 

t he feder a l  gover nmen t  i n  t h i s  subjec t area . We s i mp l y  note t h a t  

t he i dea l so l u t i on wou l d  b e  feder a l -prov i nci a l  agr eemen t on 

l eg i s l a t i on wh i ch was t hough t to be s u i t ab l e  for Canad i an needs , 

and t he un i form enac tment of tha t l eg i s l a t i on by t he prov i nces . 

e .  Cons t i t u t i ona l I s sues 

5 . 88 I n  our v i ew ,  t he p i t h  and sub s t ance of t he d r a f t  Act  

a t t ached t o  t h i s Repor t f a l l s  squa re l y  w i t h i n  s .  9 2 ( 1 3 ) of t he 

Cons t i t u t i on A c t , 1 867 and wou l d  t herefore be cons t i t u t i ona l l y  

va l i d i f  enac ted by A l ber t a , or any o t her prov i nce . 
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CHA P T E R  6 

A R E V I E W O F  T H E  I S SUES  

6 . 1  I n  t h i s Chapter , we set ou t , as a ma t ter of 

conven i ence , t he pr i nc i pa l  ques t i ons r a i sed by t h i s  Repor t .  I n  

i nv i t i ng commen t  on t hese ques t i ons we do not i n t end i n  any way 

to forec l ose deb a t e  or responses on any a spec t of t h i s Repor t 

wh i ch o t her per sons may cons i der r e l evan t . The fo l l ow i ng scheme 

i s  a check- l i s t  and i s  des i gned to f a c i l i t a t e a r esponse by any 

per son who w i shes to comment on the proposa l ,  or t he d r a f t 

l eg i s l a t i on . The ques t i ons a r e  grouped under var i ous 

sub - head i ngs . 

6 . 2  T he na tu re and ex tent of m i sappropr i a t i on of t r ade 

sec r e t s  i n  Canada . 

( 1 )  Do t he four c a t egor i e s o f  i nforma t i on sugges ted i n  t he 

Repor t ( v i z . , spec i f i c  produc t secre t s : techno l og i ca l  sec ret s ;  

st r a t eg i c  bus i ness i n forma t i on ;  comp i l a t i ons of i n forma t i on or 

da t a )  cover a l l t he a reas wh i ch have caused d i f f i cu l t y i n  

pract i ce? 

( 2 )  Are t here spec i f i c  i ndus t r y  prob l ems wh i ch are not 

addres sed adequa t e l y ,  or at a l l ,  by t he Repor t ?  

( 3 )  Are you ab l e  to prov i de evi dence o f  spec i f i c  i n s t ances 

of t r ade secret  m i s appropr i a t i ons wh i ch were no t l i t i ga ted? I f  

such i n s tances were not l i t i g a t ed ,  wha t  was t he reason for no 

l ega l ac t i on be i ng t aken? ( e . g .  fear of pub l i c i t y ,  expense , l ack 

of know l edge of t he re l evant l aw ,  no l ega l r emedy ? )  A r r angemen t s  



can be made for  con f i den t i a l  d i scuss i ons where sens i t i ve 

i nforma t i on may be i nvo l ved . 

6 . 3  D i f f i cu l t i es w i t h  the ex i s t i ng l aw 

1 1 )  I s  t he ou t l i ne o f  t he ex i s t i ng l aw accu r a te?  

1 2 )  Have we underes t i ma ted t he capac i t y o f  t he ex i s t i ng 

body o f  c i v i l case l aw for  j ud i c i a l  deve l opmen t i n  r esponse to 

m i sappropr i a t i on of t r ade secret s ?  

1 0 5 

6 . 4  The jus t i f i c a t i on for � pro t ec t i on o f  t r ade secre t s  

( 1 )  D o  you ag ree w i t h  t he j us t i f i c a t i on ( s )  f o r  l ega l 

protec t i on o f  t r ade sec r e t s  se t out i n  t he Repor t ?  

1 2 1  A r e  t here o t her reasons , no t s t a ted i n  the Repor t ,  for 

a f ford i ng such protec t i on? 

1 3 )  A r e  t he coun t e r va i l i ng cons i de r a t i ons i den t i f i ed in  t he 

Repor t ( v i z .  mob i l i ty of l abou r , and f r eedom o f  i n forma t i on )  

comp l ete?  A r e  there o t her cons i der a t i ons we have no t cons i dered? 

6 . 5  T he case for l egi s l a t i on 

( 1 )  I s  t he r e  a case for some k i nd of s t a t u tory c ause o f  

ac t i on for mi s appropr i a t i on of a t r ade sec r e t ?  

1 2 )  I f  so , i s  t he Repor t ' s emphas i s  on t he des i r a b i l i ty of 

uni form l eg i s l a t i on we l l founded ? 

6 . 6  A s t a t u tory tor t 

( 1 )  I s  t he concep t of a s t a t u tory tor t a s u i t ab l e  veh i c l e  

for address i ng t he categor i es of mi s appr opr i a t i on i den t i f i ed i n  
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t he Repor t ?  

( 2 )  I f  not , wha t o t her approach or concep t wou l d  you 

sugges t ?  

6 . 7  T he def i n i t i on of � " t r ade secr e t " 

( 1 )  T he d r a f t l eg i s l a t i on con t a i ns two de f i n i t i ons of a 

" t r ade sec r e t " .  Do you have a preference for one de f i n i t i on over 

t he ot her ? Why? 

( 2 )  Do you have any a l terna t i ve def i n i t i on o f  a " t r ade 

secret " wh i ch you wou l d  w i sh to see emp l oyed ? 

( 3 )  Can you i den t i fy any par t i cu l ar prob l ems wh i ch wou l d  be 

r a i sed by t he two def i n i t i ons i n  the d r a f t  l eg i s l a t i on ?  

6 . 8  T he def i n i t i on of " mi s appropr i a t i on "  

( 1 )  Shou l d  a s t a t u tor y tor t be cons t ruc t ed on t he foot i ng 

t h a t  an appropr i a t i on mus t be by i mproper means for i t  to become 

m i s appropr i a t i on ,  or shou l d  i t  be s u f f i c i en t  t h a t  t here i s  a l ack 

of a u t hor i t y for t he appropr i a t i on?  

( 2 )  I f  t he former , does t he def i n i t i on of " i mproper means "  

adequa t e l y  cover t he i ns t ances and p r ac t i ces wh i ch ough t t o  be 

c i rcumscr i bed by t he ac t ?  

( 3 )  Can you i dent i fy prob l ems wh i ch m i gh t  a r i se under 

e i t her approach and wh i ch have no t been i den t i f i ed i n  t he R epor t ?  

( 4 )  T he d r a f t  l eg i s l a t i on t r ea t s  four ma t t e r s  a s  not i n  an 

event amoun t i ng to " mi s appropr i a t i on " : a l eg i t i ma t e  purchase of 

a t r ade sec re t ,  reve r s e  eng i neer i ng ,  i ndependen t deve l opmen t of 
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the secr et , and t he emp l oyment of gener a l  ski l l s bu i l t  up by an 

emp l oyee . Do you agree w i t h  t h i s t rea tmen t o f  each o f  these 

i ns t ances ? 

6 . 9  The pos i t i on of good f a i th acqu i re r s  

( 1 )  The Repo r t  sugges t s  t h a t  i f  t h e  prospec t i ve tor t i s  t o  

be cons t i t u t ed on an appropr i a t i on b y  i mproper means , t he 

requ i r ement of know l edge of the' ex i s t ence of a t r ade secr e t , 

toget her w i th a remed i a l  d i scret i on i n  t he cour t shou l d  be 

su f f i c i ent  protect i on for t h i rd par t y  acqu i r ers of a t r ade 

secret . Do you agree? 

( 2 )  The R epor t a l tern a t i ve l y  sugges t s  t h a t  i f  t he 

prospec t i ve tor t i s  t o  be cons t i t u t ed on an appropr i a t i on of a 

t r ade secret wi t hou t a u t hor i t y ,  more spec i f i c  remed i a l  d i rec t i ons 

may be appropr i a te . Do you agree? Or , shou l d  t he s t a t u t e  go 

fur ther , and prov i de for a def ence of bona f i de pu rchaser for 

va l ue? 

6 . 1 0  Remed i es 

( 1 )  Do you agree w i t h  t he gener a l  approach of the dr a f t  

l eg i s l a t i on o f  prov i d i ng a n  ec l ec t i c  r ange o f  remed i es ?  

( 2 ) I f  not , wha t  gener a l  approach shou l d  be adopted? 

( 3 )  Shou l d  a cour t have the k i nd of power to make 

adjus tmen t s  s e t  ou t i n  s .  9 of the d r a f t l eg i s l a t i on? 

( 4 )  Shou l d  a cour t have power to awa rd exemp l ary damages ? 
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( 5 )  Shou l d  a power t o  awa rd exemp l oa r y  damages be l i m i t ed 

i n  t he manner sugges t ed by t he d r a f t  l eg i s l a t i on ( s .  8 ) ?  

6 . 1 1  � pub l i c i n teres t defence 

( 1 )  Shou l d  t here be a de fence t h a t  there i s  some other 

pub l i c  i n teres t or i n teres t s  wh i ch over - r i des t he pub l i c  i n teres t 

i n  preserva t i on o f  a t r ade sec r e t  i n  a pa r t i c l uar  case? 

( 2 )  I f  not , s hou l d  t h i s  i s sue be a l l owed t o  ar i se at  t he 

remed i a l  leve l ?  

6 . 1 2 P reserva t i on of governmen t a l ab i l i ty to ga t her 

i n forma t i on 

( 1 )  The d r a f t  l eg i s l a t i on endeavour s  t o  pro t ec t  t he abi l i ty 

of bot h  l eve l s  of government  to prosecute cr i me or p r o t ec t  t he 

secur i ty of the s t a t e  ( see s .  2 ( 3 )  ( a ) ) .  I s  t h a t  prov i s i on 

adequa te l y  d r awn t o  exc l ude t hese act i v i t i es f rom l i ab i l i t y unde r 

t he Ac t ?  

6 . 1 3  P r eserva t i on o f  t r ade sec r e t s  dur i ng t he pendency and 

d i spos a l  of l i t i ga t i on 

( 1 )  A r e  t he prov i s i ons of s .  1 1  adequ a t e  t o  enab l e  a cou r t  

to pr eser ve t he ex i s tence o f  a t r ade sec r e t  a t  bot h  the 

i n ter l ocutory and t r i a l  s t ages of l i t i ga t i on ?  

6 . 1 4 The re l a t i onsh i p  o f  t he prospec t i ve s t a t u tory tor t to 

o t her doc t r i nes of l aw a f f ec t i ng t r ade secre t s  

( 1 )  Shou l d  t he s t a t u t e exc l ude con t r ac t ua l under t ak i ngs 

w i t h  respect to t r ade secr e t s  f rom i t s oper a t i on?  
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( 2 )  Shou l d  t he s t a t u t e  l eave t he l aw re l a t i ng t o  br eaches 

of con f i dence not i nvo l v i ng a t r ade secret i n t ac t ?  
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P A R T  I I  

T R A D E  S E C R E T S  P RO T E C T I ON A C T  

D E F I N I T I ONS 

[ E xp l anatory Note : The de f i n i t i ons set ou t herea f t er assume 

two d i f f eren t mode l s .  A l terna t i ve A a s s umes a s t a t u t e  wh i ch 

wou l d , w i th  on l y  l i m i ted except i ons . reach a l l non - au t hor i sed 

t aK i ngs of a t r ade secret . A l terna t i ve B a ssumes a s t a t u t e  wh i ch 

wou l d  address a m i s appropr i a t i on by i mproper means . ]  



A l terna t i ve A .  

1 .  I n  th i s  Act , 

( a )  " Cour t "  means the Cour t of  Queen ' s Bench 

( b )  " i nd i v i dua l " means a n a t ur a l per son 

1 1 1  

( c )  " m i s appropr i a t i on "  means acqu i s i t i on , d i sc l osure or use 

of  a t r ade sec r e t  of another w i thou t expr ess or i mp l i ed 

au t hor i ty or consen t , un l ess  such t r ade secret  was 

a r r i ved a t  by i ndependen t deve l opmen t ,  reverse 

eng i neer i ng ,  or was ob t a i ned f rom a no t her per son w i th  a 

r i gh t  to d i sc l ose the t r ade secr et  

( d )  " pe r son " means a n a t u r a l  per son , corpor a t i on ,  es t a t e , 

t r us t , par tner sh i p ,  a s soc i a t i on ,  jo i n t ven t ure , 

governmen t ,  gover nmen t a l  agency , or any o t her l ega l or 

commer c i a l  en t i t y 

( e )  " t r ade secret " means bus i ness or t echn i ca l  i n forma t i on ,  

i nc l ud i ng bu t not l i m i ted to a formu l a ,  p a t tern , 

comp i l a t i on of i n forma t i on ,  prog r am ,  dev i ce ,  me t hod , 

techn i que or proces s ,  tha t : 

( i )  der i ves i ndependent econom i c va l ue ,  ac tua l or 

poten t i a l , f r om not be i ng gener a l l y  known , or 

read i l y  a s cer t a i nab l e  through i ndependen t 

deve l opme n t  or reve r s e  eng i neer i ng by per sons who 

can ob t a i n  econom i c va l ue f rom i t s d i sc l osure or 

use , and 

( i i ) i s  t he subjec t of e f for t s  t h a t  are reasonab l e  

under the c i r cums t ances to ma i n t a i n  i t s secrecy . 

( e )  ( a l t e r n a t i ve )  " t r ade secre t "  means any formu l a ,  
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p a t t e r n , comp i l a t i on of i n forma t i on ,  prog r am ,  dev i ce ,  

met hod , techn i que or process wh i ch :  

( i )  i s ,  or may be used i n  a bus i ness , and 

( i i )  g i ves t he ho l der t hereof an advan t age over 

compet i tors who do not know or use i t ,  and 

( i i i )  i s  t he subjec t of e f for t s  t h a t  a r e  reasonab l e  

under t he c i rcums t a nces t o  ma i n t a i n  i t s secrecy . 

Comment 

1 .  For t he de f i n i t i on of " m i s appropr i a t i on "  see t he Repor t a t  

p a r a s . 5 . 3 4 - 5 . 4 3 .  

2 .  For t he de f i n i t i on of a " t r ade secr e t " see t he Repor t a t  

pa r a s . 5 . 2 3 - 5 . 3 3 .  



A l terna t i ve B .  

1 . I n  t h i s  Ac t , 

( a )  " Cour t "  means t he Cou r t  of  Queen' s Bench . 

( b )  " i mproper mean s "  i nc l udes the acqu i s i t i on of a t r ade 

secr e t  by a per son 

( i )  as a resu l t  of do i ng any of t he f o l l owi ng ac t s  

wi t hou t a u t hor i t y ( expr ess or i mp l i ed ) , name l y  

( A )  t ak i ng ,  hand l i ng or i n t er fer i ng wi th any 

documen t ,  r ecord , mode l or o t her t h i ng 

con t a i n i ng the t r ade sec ret , 
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( B )  t ak i ng ,  hand l i ng or i n tefer i ng w i t h  any t h i ng 

i n  wh i ch any such t h i ng as i s  ment i oned i n  

sub-par agr aph ( A )  i s  for t he t i me be i ng kept , 

( C )  ( w i t hou t prejud i ce to the gener a l i ty of the 

forego i ng )  us i ng or i n ter fer i ng wi th any 

compu ter or d a t a  r e t r i eva l mechan i sm ,  

whe t her , a s  regards any such a c t , t he absence o f  

au thor i t y re l a tes  to h i s  do i ng i t  a t  a l l or on l y  t o  the 

manner or purpose i n  or for wh i ch he i n  f act  does i t ;  

or 
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( i i )  a s  a resu l t  of a breach of con f i dence , or 

( i i i ) as a resu l t  of us i ng any v i o l ence , menace , 

br i bery , b l ackma i l or decept i on ;  or 

( i v )  a s  a resu l t  of be i ng somewhere he has no author i t y 

( e xpress or i mp l i ed )  to be ; or 

( v )  a s  a resu l t  of the use of 

( A )  a dev i ce made or adapted pr i mar i l y for the 

pu rpose of surrept i t i ou s l y  ca r r y i ng out the 

surve i l l ance of per sons , t he i r ac t i v i t i es ,  

commun i ca t i ons or proper ty , or 

( B )  any ot her techn i ca l  dev i ce capab l e  of  be i ng 

used for c a r ry i ng ou t such surve i l l a nce , 

whe t her sur rept i t i ous l y  or over t l y ,  

prov i ded that  ( i n e i ther case ) he wou ld not i n  the 

c i r cums t ances have acqu i r ed t he i n forma t i on but for h i s  

use o f  t he dev i ce i n  ques t i on ,  

bu t does not i nc l ude a t r ade secret  ar r i ved a t  by 

i ndependen t deve l opment , or rever se eng i neer i ng or 

l awfu l l y ob t a i ned f r om another per son w i t h  a r i ght  to 

d i sc l ose the s ame . 

( c )  " i nd i v i dua l "  me ans a n a t ur a l  per son . 
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( d )  " m i s appropr i a t i on "  means : 

( i )  acqu i s i t i on of a t r ade sec r e t  of anot her by a 

per son who knows or oug h t  to have known t h a t  the 

t r ade sec r e t  was acqu i red by i mproper means ; or 

( i i )  d i sc l os u r e  or use o f  a t r ade sec r e t  of ano t her 

w i t hou t e xpress or i mp l i ed consent  by a per son who 

( A )  used i mproper means to acqu i re know l edge of 

t he t r ade secr e t ; or 

( B )  at  t he t i me  of d i sc l osure or use , knew or 

oug h t  to have known t h a t  h i s  know l edge of t he 

t r ade sec r e t  was der i ved f r om or through a 

per son who had u t i l i zed i mproper means to 

acqu i re i t ;  or 

( C )  before a ma ter i a l  change of h i s  pos i t i on ,  

knew o r  oug h t  to h ave known t h a t  i t  was a 

t r ade sec r e t  and t h a t  know l edge of i t  had 

been acqu i red by acc i den t or m i s t ake . 

( e )  " per son "  means a n a t ur a l per son , corpor a t i on ,  es t a t e , 

t r us t , p a r t ner s h i p ,  assoc i a t i on ,  j o i n t  ven t ure , 

government , gover nmen t a l  subd i v i s i on or agency , or any 

o t her l ega l or commerc i a l  en t i t y .  

( f )  " t r ade sec r e t " means i n forma t i on ,  i nc l ud i ng a formu l a ,  
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pat tern , comp i l a t i on ,  prog r am ,  dev i ce ,  me t hod , 

techn i que , or process , t hat : 

( i )  der i ves i ndependen t economi c  va l ue ,  a c t ua l or 

potent i a l , f rom not bei ng gener a l l y  known t o ,  and 

no t bei ng read i l y  ascer t a i nab l e  by proper means 

by , ot her per sons who can ob t a i n  economi c va l ue 

f r om i t s d i sc l osure or use , and 

( i i ) i s  the subject of e f for t s  that  a r e  rea sonab l e  

under t he c i rcums t ances t o  ma i n t a i n  i t s secrecy . 

( f )  ( a l terna t i ve )  " t r ade sec re t "  means any formu l a ,  

pa t t ern , comp i l a t i on of i nforma t i on ,  progr am , dev i ce ,  

me t hod , techn i que or proces s  wh i ch :  

( i )  i s ,  or may be used i n  a bus i nes s , and 

( i i )  g i ves the ho l der thereof an adva n t age over 

compe t i tors who do not know or u se i t ,  and 

( i i i ) i s  the subject of e f for t s  that  a r e  rea sonab l e  

under t he c i rcums t ances t o  ma i n t a i n  i t s sec recy . 

COMM E N T  

1 .  For the def i n i t i on of " m i sappr opr i a t i on "  see t he Repor t at  

p a r a s . 5 . 34 - 5 . 4 3 .  



2 .  F or the de f i n i t i on of a " t r ade secre t "  see the Repor t a t  

par as . 5 . 2 3 - 5 . 3 3 .  
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2 .  ( 1 ) 

( 2 )  

A P P L I CA T I ON 

T he Crown i s  bound by t h i s  Ac t .  

Noth i ng i n  th i s  A c t  a f fec t s  

( a )  a cont ractua l ob l i ga t i on to t r ea t a t r ade secret  a s  

con f i dent i a l  wh i ch i s  enfor ceab l e  by proceed i ngs for 

breach of con t r ac t ; or 

( b )  proceed i ngs for con temp t of cour t ;  or 

( c )  any pr i nc i p l es of equ i ty or r u l es of t he common l aw by 

v i r t ue of wh i ch ob l i g a t i ons of conf i dence a r i se i n  

respec t of t he acqu i s i t i on d i sc l osure or use of 

i n forma t i on wh i ch does no t amoun t t o  a t r ade secret  

w i t h i n the mean i ng of th i s  Ac t .  

( 3 )  Not h i ng i n  th i s  Act  i mposes on any per son any l i ab i l i t y 

unde r th i s  Act where t he t r ade secret  was acqu i r ed by h i m  

( a )  i n  the cour se o f  the l aw f u l  exerc i se by h i m  of any 

of f i c i a l  f unct i on to acqu i r e i n forma t i on for t he 

purposes of protec t i ng the s ecur i ty of t he Dom i n i on of 

Canada , or of pr even t i ng ,  detec t i ng or i nves t i ga t i ng 

cr i me ,  or 

( b )  i n  pur s uance of any s t a t u to r y  prov i s i on .  

( 4 )  Not h i ng i n  t h i s  Ac t i mposes on any per son any l i ab i l i t y 

under th i s  Ac t w i th respec t to i n forma t i on wh i ch 

( a )  i s  acqu i r ed by an i nd i v i dua l i n  t he cou r s e  of h i s wor k 

( whether under a con t r ac t  of emp l oymen t or a s  an 

i ndependen t con t r act or or o t herwi se ) , and 

( b )  i s  of  such a n a t u re t h a t  the acqu i s i t i on of that  

i n forma t i on by h im  amount s  t o  no more than an  

enhancemen t of  the per sona l know l edge , sk i l l  or 
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exper i ence used by h i m  i n  the exerc i se of h i s  ca l l i ng .  

5 .  The Con t r i butory Neg l i gence A c t  [ app l i es/does no t app l y ]  to 

proceed i ngs for mi s appropr i a t i on of  a t r ade secr et . 

Comme n t  

1 .  A s  to s .  2 ( 2 )  ( a )  see paras . 5 .  1 5  - 5 . 2 0 ,  Repor t .  

2 .  A s  to s .  2 ( 2 )  ( b )  see par a . 5 .  7 1 ' Repor t .  

3 .  A s  t o  s .  2 (  2 )  ( c )  see par a .  5 . 6 6 ,  Repor t .  

4 .  A s  t o  s .  2 ( 3 )  see pa r a . 5 . 7 0 ,  Repor t .  

5 .  A s  to s .  2 ( 4 )  see par a s . 4 . 3 0 - 4 . 3 1 and 5 . 34 - 5 . 3 6 ,  

Repor t .  

6 .  A s  to s .  2 ( 5 )  see paras . 5 . 80 - 5 .  8 1 . 
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M I SA P P RO P R I A T I ON ACT I ON A B L E  

3 .  ( 1 )  M i s approp r i a t i on of a t r ade sec r e t  [ by i mproper means ] i s  

a tor t and , s ub j ec t  to t he prov i s i ons o f  th i s  A c t , proceed i ngs 

may be brough t i n  r espec t of such mi s appropr i a t i on by any per son 

en t i t l ed to t he benef i t  of the t r ade sec r e t  i n  l i ke manner as any 

o t her proceed i ng s  i n  tor t .  

( 2 )  Proceed i ngs brought  by v i r tue o f  t h l s sec t i on a r e  r efer red 

to i n  t h i s A c t  a s  proceed i ngs for mi s appropr i a t i on of a t r ade 

secre t . 

Comment 

1 .  The words i n  br acke t s  a r e  r equ i red i f  t he def i n i t i ons i n  s . 1 

A l t e r na t i ve B a r e  adop ted . 

2 .  See p a r a s . 5 . 3 3 - 5 . 3 4 ,  R epor t .  
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R E M E D I E S  

4 .  ( 1 )  I n  any proceed i ng s  for mi s appropr i a t i on of a t r ade secret  

t he cou r t  may , sub j ec t  to sub - sec t i on s  2 l and 3 ]  hereof , 

( a )  g r a n t  an i njunc t i on i n  accordance w i t h sec t i on 5 ;  or 

( b )  award damages i n  accordance w i t h  sec t i on 6 ;  or 

( c )  order an account  of prof i t s under sec t i on 7 ,  or 

( d )  awa r d  exemp l a ry d amages under sect i on 8 ;  or 

( e )  make an adjus tmen t order under sec t i on 9 ;  or 

( f )  order the defendant to de l i ver  up or des t roy any t h i ng 

i n  wh i ch the t r ade secret  to wh i ch t he m i s appropr i a t i on 

re l a tes i s  con t a i ned ; or 

( g )  do any one or more of those th i ngs . 

( 2 )  The cour t sha l l  not exerc i se i t s d i scret i on to award bo th 

compens a tory d amages and an accoun t of  prof i t s i n  such manner a s  

to a l l ow a p l a i n t i f f to recover tw i ce for the s ame l os s . 

[ The fo l l owi ng sub- sec t i on i s  recommended i f  the s t a t u te proceeds 

upon t he bas i s of t he def i n i t i ons under s . 1 A l terna t i ve A ,  

s upr a . l 

( 3 )  Where a per son i n  good f a i th der i ves know l edge of a t r ade 

sec r e t  f rom or t hrough m i s appropr i a t i on or by m i s t ake , t he cou r t  

sha l l e i ther 

( a )  en jo i n  t h a t  per son f rom d i sc l os i ng the t r ade secret and 

awa r d  damages under sec t i on 6 aga i ns t  t h a t  per son from 

t he t i me such per son knows or ough t to have known of 

t he ex i s t ence of the t r ade secre t ,  or 

( b )  i f  t h a t  per son has subs t an t i a l l y  changed h i s pos i t i on 
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i n  good f a i th r e l i ance upon the ava i l ab i l i ty of t he 

t r ade secret  for f u t u r e  use , he sha l l no t be en joi ned 

f r om us i ng the t r ade secr e t , bu t may be r equ i r ed to pay 

a roya l t y or make ot her adjus tmen t i n  accordance w i t h  

sect i on 9 .  

( 4 )  Noth i ng i n  t h i s  sec t i on prejud i ces any j ur i sd i c t i on of the 

cour t to grant  anc i l l a r y  or i nc i den t i a l  r e l i e f . 

Comment 

1 .  As to s .  4 ( 1 )  see pa ra . 5 . 5 3 ,  Repor t .  

2 .  A s  to s .  4 ( 2 )  see par as . 5 . 5 5 - 5 . 56 ,  R epor t .  

3 .  As to s .  4 ( 3 )  see paras . 5 . 5 0 - 5 . 52 ,  R epor t .  

4 .  As t o  s .  4 ( 4 )  see pa r a . 5 . 6 3 .  



I N JUNCT I ON S  

5 . ( 1 )  The cour t may enjo i n  apprehended , threa tened or actua l 

mi sappropr i a t i on of a t r ade sec ret . 
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( 2 )  Upon app l i ca t i on to t he Cour t ,  an i njunc t i on sh a l l be 

termi na ted when t he t r ade sec ret  has ceased to ex i s t , but t he 

i njunc t i on may be cont i nued for such add i t i ona l per i od of t i me  as 

the cour t th i nks i s  reasona b l e  i n  order t o  e l i mi na t e a ny 

commerc i a l  advant age that  wou l d  otherw i se accr ue to the defendant 

from the mi s appropr i a t i on .  

Comment 

1 .  As to s .  5 ( 2 )  see pa r a . 5 . 54 ,  Repor t .  
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DAMAGES 

6 .  T he p l a i n t i f f may recover damages for the l oss caused by the 

mi sappropr i a t i on of a t r ade secre t . 

Comment 

1 .  See par as . 5 . 5 5 - 5 . 5 6 ,  Repor t .  
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ACCOUN T  O F  P R O F I T S 

7 .  The cour t may order t he de fendant t o  accoun t to the 

p l a i n t i f f  for any p r o f i t s t h a t  have accr ued , or t h a t  subsequen t l y  

may accrue to t he defendant by rea son or i n  consequence o f  the 

mi sappropr i a t i on of a t r ade secret . 

Comment 

1 .  See p a r a s . 5 . 55 - 5 . 56 ,  Repor t .  
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E XE M P L A R Y  DAMAGES 

8 .  The cour t may awar d  exemp l a r y  damages for m i s appropr i a t i on 

of a t r ade sec r e t  i n  an amoun t not exceed i ng twi ce : 

( i )  t he damages awarded under sec t i on 6 ,  or 

( i i )  t he sum f ound to be due t o  t he p l a i n t i f f w i t h  

r espec t to an account of prof i t s under sec t i on 7 ,  

a s  t he case may be . 

Commen t 

See par a .  5 . 5 7 ,  Repor t .  
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AD JUSTMENT O R D E R S  

9 . ( 1 )  T he cour t may make an ad j us t men t order r egu l a t i ng f u t u r e  

exp l o i t a t i on o f  the t r ade sec r e t  b y  t he de fenda n t , or b y  bo th t he 

p l a i n t i f f  and def endan t .  

( 2 )  An adjus tment orde r  under subsec t i on ( 1 )  may i nc l ude any or 

a l l of t he fo l l owi ng 

( a )  payme n t  to t he p l a i n t i f f  of a roya l t y wi t h  respec t to 

the f u t u r e  use by t he defend a n t  of t he m i sappropr i a t ed 

t r ade sec r e t  i n  such amoun t and upon such terms as t he 

cour t t h i nks j us t ; 

( b )  con t r i bu t i on by t he defendan t to t he p l a i n t i f f for 

expen ses i ncur r ed by t he p l a i n t i f f i n  connec t i on wi t h  

l awfu l l y acqu i r i ng or deve l op i ng t he t r ade sec r e t , and 

wh i ch a r e  l i ab l e  to be wa s ted by reason of t he 

defend a n t  be i ng permi t ted to e xp l o i t .  t he t r ade sec r e t  

i n  f u t ur e ; 

( c )  a d e t er m i n a t i on of any i nc i den t a l  ques t i on r e l a t i ng to 

t he ex ten t to wh i ch bo t h  t he p l a i n t i f f  and t he 

de fendan t sh a l l be f r ee to e x p l o i t t he t r ade s ecr e t  i n  

f u t ur e  and t he r i g h t s  and l i ab i l i t i es o f  each . 

Comment 

1 .  See p a r as . 5 . 6 0 - 5 . 6 1 , Repor t .  
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D E F ENC E S  

1 0 .  ( 1 )  I n  any proceed i ngs for m i s appropr i a t i on of a t r ade secret 

i t  i s  a de fence to prove that t he d i sc l osure was requ i r ed to be 

made by a cour t i n  pu rsuance of any power to order the d i sc l osure 

of i n forma t i on .  

( 2 )  I n  any proceed i ngs for m i s appropr i a t i on of a t r ade sec r e t  

t h e  defendan t sh a l l no t be l i ab l e  to the p l a i n t i f f i n  a n y  respect 

of  any acqu i s i t i on ,  d i sc l osure or use of a t r ade secr et  i f  he 

sat i s f i es the cour t t h a t  

( a )  i n  v i ew of the conten t of  the t r ade secr e t , there was , 

or ( i n the c ase o f  an appr ehended acqu i s i t i on 

d i sc l osure or use ) w i l l  be , a t  t he t i me of the 

acqu i s i t i on d i sc l osure or use a pub l i c  i n teres t or 

i n t eres t s  i nvo l ved i n  the t r ade secret  be i ng so 

acqu i r ed d i sc l osed or used , and 

( b )  t h a t  s uch pub l i c  i n teres t or i n t eres t s  ou twe i ghs t he 

pub l i c  i n teres t i nvo l ved i n  upho l d i ng the t r ade sec ret . 

( 3 )  When ba l anc i ng t he pub l i c  i n teres t s  i nvo l ved for the 

purposes of subsec t i on ( 2 )  the cour t sha l l have regard to a l l t he 

c i rcums t ances of the case , i nc l ud i ng -

( a )  t he na ture of t he t r ade secr e t ; 

( b )  t he manner and c i rcums t ances under wh i ch the t r ade 

sec r e t  was acqu i red , d i sc l osed or used by the 

defendan t ;  

( c )  the presence of any cr i me ,  f r aud or other m i sconduc t 

w i t h  respec t to the crea t i on ,  compos i t i on or 

u t i l i s a t i on of the t r ade secret ; 

( d ) t he extent and na ture of the par t i cu l a r d i sc l osure or 
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use of t he t r ade secret  i n  i s sue as compa red w i t h  t he 

ex t en t  and na t u r e  of t he d i sc l osure  or use wh i ch 

appe a r s  to be ju s t i f i ed by t he pub l i c  i n t eres t on wh i ch 

t he def endan t r e l i es .  

( 4 )  Defences gene r a l l y  ava i l ab l e  i n  tor t pr oceed i ngs are  

ava i l ab l e  in  proceed i ngs for  mi sappropr i a t i on of a t r ade secr et . 

Commen t 

1 .  As to s .  1 0 (  1 )  see par a .  5 . 8 2 ,  Repor t .  

2 .  As to s .  1 0 ( 2 )  and ( 3 )  see par as . 5 . 6 4 - 5 . 7 2 ,  Repor t .  

3 .  As to s .  1 0 ( 4 )  see pa r a . 5 . 2 2 .  
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P R E S E R V A T ION  O F  S E C R E C Y  

1 1 .  I 1 )  I n  any pr oceed i ngs under t h i s Act , the cour t may , a t  any 

t i me ,  upon app l i ca t i on ,  make an order d i rec t i ng by wh a t  means the 

secr ecy of a t r ade sec r e t  a t  i s sue i n  t he proceed i ngs sha l l be 

preserved . 

1 2 )  W i thou t l i m i t i ng t he gener a l i t y of subsec t i on ( 1 ) ,  the cour t 

may 

l a )  ho l d  iQ camera  hea r i ngs ; or 

( b )  or der that  a l l or any of the r ecords of t he pr oceed i ngs 

be sea l ed ;  or 

( c )  or der any per son i nvo l ved i n  t he proceed i ngs not to 

d i s c l ose an a l l eged t r ade sec r e t  wi thou t pr i or cour t 

approva l ;  or 

( d )  r es t r i c t d i s c l osures of a t r ade secret t o  a pa r t y' s 

counse l .  

Commen t 

1 .  See para s . 5 . 7 4 - 5 . 7 7 ,  Repor t .  
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L I M I T A T I ON S  

1 2 . ( 1 )  P roceed i ngs for m i s appropr i a t i on of a t r ade sec r e t  mu s t  

b e  commenced w i t h i n  two yea r s  a f ter t he m i sapp rop r i a t i on i s  

d i scove r ed or by t he exerc i se o f  r e a sonab l e  d i l i gence shou l d  h ave 

been d i scovered . 

( 2 )  F o r  the pu r poses of t h i s sect i on ,  a cont i nu i ng 

m i sappropr i a t i on con s t i t u t e s a s i ng l e  c l a i m .  

Comment 

1 .  See pa r a .  5 .  7 1  - 5 .  7 9 ,  R epor t .  
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COMMENC E M E N T  

1 3 .  ( 1 )  T h i s A c t  sh a l l come i n t o  force a t  t he end of t he per i od 

o f  t h r ee mon t h s  beg i nn i ng wi t h  t he day on wh i ch i t  i s  pas sed . 

( 2 )  Th i s  Act does not app l y  t o  mi sappropr i a t i on of a t r ade 

secret occur r i ng pr i or to t he e f fec t i ve da t e .  
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A P P E ND I X  A 

UN I F O RM T R ADE SEC R E T S  ACT  

Sec . 
1 .  D ef i n i t i ons . 
2 .  I njunc t i ve Re l i e f . 
3 .  D amages . 
4 .  A t torney' s F ees . 
5 .  Pr eserva t i on of Secr ecy . 
6 .  S t a t u t e of L i mi t a t i ons . 
7 .  E f f ec t  on O t her L aw .  
8 .  Un i for mi ty of App l i ca t i on and Cons t r uc t i on .  
9 .  Shor t T i t l e .  

1 0 .  Sever ab i l i t y .  
1 1 .  T i me of T ak i ng E f f ect . 
1 2 .  R epea 1 .  

Be i t  enacted . . . . . . . .  . 

1 .  [ De f i n i t i ons ] 

As used i n  th i s  Act , un l ess t he con t e x t  r equ i r es o t her w i se :  

( 1 )  " I mproper means " i nc l udes t hef t ,  br i be r y , 
mi s represen t a t i on ,  br each or i nducement of a breach of a 
du ty to ma i n t a i n  secrecy , or espi onage through e l ec t ron i c  or 
ot her means ; 

( 2 )  " M i s appropr i a t i on "  means : 

( i )  acqu i s i t i on of a t r ade secr e t  of ano t her by a 
per son who knows or has reason t o  know that  t he t r ade 
secret  was acqu i r ed by i mproper means ; or 

( i i )  d i sc l osure or use of a t r ade sec r e t  of another 
wi t hou t express or i mp l i ed consent by a per son who 

( A )  used i mproper means to acqu i r e know l edge of 
the t r ade secr e t ; or 

( B )  a t  t he t i me of d i sc l osure or use , knew or had 
reason to know t ha t  h i s  know l edge of the t r ade 
secr e t  was 

( I )  der i ved f r om or t hrough a per son who had 
u t i l i zed i mproper means t o  acqu i r e i t ;  

( I I )  acqu i r ed under c i rcumst ances g i v i ng r i se 
to a duty to ma i n t a i n  i t s secr ecy or l i m i t 
i t s use ; or 

( I l l )  der i ved f r om or through a per son who 
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owed a d u t y  to t he per son seek i ng re l i ef to 
ma i n t a i n  i t s secrecy or l i m i t i t s use ; or 

( C )  before a mater i a l  change of h i s pos i t i on ,  
knew or had rea son to know t h a t  i t  was a t r ade 
sec r e t  and t ha t  know l edge of i t  had been acqu i r ed 
by acc i dent or m i s t ake . 

( 3 )  " Pe r son " me ans a na t ur a l  pe rson , corpor a t i on ,  bus i ness 
t rus t ,  e s t a t e , t ru s t , par t ne r s h i p ,  assoc i a t i on ,  joi n t  
ven t ure , governmen t ,  government a l  s ubd i v i s i on o r  agency , or 
any o t he r  l ega l or comme rc i a l  en t i t y .  

( 4 )  " T r ade secr e t " me ans i n format i on ,  i nc l ud i ng a formu l a ,  
p a t t e r n , comp i l a t i on ,  pr ogr am , dev i ce ,  me t hod , t echn i que , or 
proce s s , t h a t : 

( i )  der i ves i ndependen t econom i c  va l ue ,  ac tua l or 
po t en t i a l , fr om not be i ng gene r a l l y known t o ,  and not 
be i ng read i l y  ascer t a i n ab l e  by proper me ans by , other 
pe r sons who can obt a i n  economi c va l ue f r om i t s 
d i sc l osure or use , and 

( i i ) i s  t he subject of e f for t s  t h a t  a r e  rea sonab l e  
under the c i rcums t a nces t o  ma i n t a i n i t s secr ecy . 

2 .  [ I n j unc t i ve Re l i e f ] 

( a l  Ac t u a l or threa t ened mi sappropr i a t i on may be en j o i ned . 
Upon app l i c a t i on to t he cour t ,  an i n junc t i on s ha l l be 
ter m i na t ed when t he t r ade secret has ceased t o  e x i s t , bu t 
t he i n junc t i on may be con t i nued for an add i t i ona l reasona b l e  
per i od o f  t i me i n  order t o  e l i m i na t e  comme rc i a l  advan t age 
t h a t  ot herw i se wou l d  be der i ved f rom t he m i s appropr i a t i on .  

( b )  I f  t he cou r t de termi nes t ha t  i t  wou l d  be unreasonab l e  
to proh i b i t f u t u r e  use , an i n j unc t i on may cond i t i on f u t u r e  
use upon paymen t of a r easonab l e  roya l ty f o r  no l onger t han 
t he per i od of t i me the use cou l d  have been proh i b i ted . 

( c )  I n  appropr i a t e  c i rcums t ances , a f f i rma t i ve ac t s  to 
protect a t r ade sec r e t  may be compe l l ed by cou r t order . 

3 .  [ Damages I 

( a )  I n  add i t i on to or i n  l i eu of i n junc t i ve r e l i e f , a 
comp l a i n an t may recover d amages for t he ac t u a l l os s  ca used 
by m i s appropr i a t i on .  A comp l a i nan t a l s o may recover for t he 
un ju s t  enr i chmen t c aused by m i s app r opr i a t i on t h a t  i s  no� 
t aken i n to account i n  compu t i ng damages for ac t u a l l oss . 

( b )  I f  w i l l f u l  and ma l i c i ous m i s appropr i a t i on e x i s t s , the 
cour t may award exemp l ary damages in an amount not e xceed i ng 
twi ce any awa rd made under subsec t i on ( a ) . 
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4 .  [ A t tor ney' s Fees ] 

I f  ( i )  a c l a i m  of m i sappropr i a t i on i s  made i n  bad f a i t h , 
( i i )  a mot i on t o  ter m i n a t e  an i n junc t i on i s  made or r es i s ted i n  
bad f a i th , or ( i i i ) w i l l f u l  and ma l i c i ous mi sappropr i a t i on 
ex i s t s , t he cour t  may awa rd reason ab l e  at torney' s fees to t he 
preva i l i ng par ty . 

5 .  [ P reserva t i on of Secr ecy ] 

I n  an ac t i on under th i s  Act , a cour t sha l l preserve the 
secr ecy of an a l l eged t r ade secret  by reasonab l e  means , wh i ch may 
i nc l ude g r a n t i ng protec t i ve order s i n  connec t i on w i t h  d i scovery 
pr oceed i ngs , ho l d i ng i n - camer a hear i ngs , sea l i ng t he r ecords of 
t he act i on ,  and order i ng any per son i nvo l ved i n  t he l i t i ga t i on 
not t o  d i sc l ose an a l l eged t r ade secret  w i t hout pr i or cour t 
appr ova 1 .  

6 .  [ S t a t u t e  of L i mi t a t i ons ] 

An ac t i on for mi sappropr i a t i on mu s t  be brought  wi t h i n  3 
years af ter t he mi s appr opr i a t i on i s  d i scover ed or by t he exer c i se 
of r easonab l e  d i l i gence shou l d  have been d i scovered . For the 
purposes of th i s  sec t i on ,  a cont i nu i ng mi s appropr i a t i on 
cons t i t u t es a s i ng l e  c l a i m .  

7 .  [ E f f ec t  of Ot her L aw ]  

( a )  Th i s  Ac t d i sp l aces conf l i c t i ng tor t ,  rest i t u t i onary , 
and ot her l aw of t h i s S t a t e per t a i n i ng to c i v i l l i ab i l i t y 
for mi s appropr i a t i on of a t r ade secr et . 

( b )  Th i s  Act does no t a f fec t : 

( 1 )  con t r ac t u a l or other c i v i l l i ab i l i t y or r e l i ef 
that  i s  not based upon mi sappropr i a t i on of a t r ade 
secr et ; or 

( 2 )  cr i m i na l  l i ab i l i t y for mi s appropr i a t i on of a t r ade 
secr e t . 

8 .  [ Un i form i t y  of App l i ca t i on and Cons t r uc t i on ]  

T h i s Act sha l l be app l i ed and cons t r ued t o  effec t u a t e i t s 
gener a l  purpose to make un i form t he l aw wi t h  respect to the 
subjec t  of t h i s Act among s t a t es en ac t i ng i t .  

9 . [ Shor t T i t l e ]  

Th i s  Act may be c i t ed as the U n i form T r ade Sec r e t s  Ac t .  
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1 0 .  [ Sever ab i l i t y ]  

I f  any prov i s i on of t h i s Act or i t s app l i c at i on to any 
pe r son or c i r cums t ances i s  he l d  i nva l i d ,  t he i nva l i d i ty does not 
af fect o t her prov i s i ons or app l i ca t i ons o f  t he Act wh i ch can be 
g i ven e f fect wi t hout t he i nva l i d provi s i on or app l i c at i on ,  and to 
t h i s end t he prov i s i ons of t h i s  Act are sever ab l e .  

1 1 .  [ T i me of T ak i ng E f fec t ] 

T h i s Act t akes e f fect on , and does not app l y  to 
mi sappropr i a t i on occur r i ng pr i or to t he e f fect i ve date . 

1 2 .  [ R epea l ]  

T he f o l l ow i ng Ac t s  and par t s  of Ac t s  are  repea l ed :  

( 1 )  

( 2 )  

( 3 )  
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A P P E ND I X  B 

B r each of Conf i dence 

D R A F T  

o f  a B I L L  to 

I mpose ob l i g a t i ons of con f i dence g 1 v 1 ng r i se 
t o  l i ab i l i t y i n  tor t on per sons 
acqu i r i ng i n forma t i on i n  cer t a i n 
c i r cums t ances and o t herw i se to amend t he 
l aw of Eng l and and Wa l es as to c i v i l 
l i ab i l i t y for t he d i sc l osure or use of 
i n forma t i on and for connec ted purposes . 

Be i t  enac ted by t he Queen ' s mos t 
E xce l l en t  Ma jes t y , by and w i t h  t he adv i ce and 
consen t of the Lords Spi r i t ua l and Tempor a l , 
and Commons , i n  t h i s pr esen t P a r l i amen t 
assemb l ed ,  and by t he a u t hor i t y of t he s ame , 
a s  fo l l ows : - -

P r e l i mi na r y  

1 . - - ( 1 )  New s t a t utory ob l i gat i ons of 
conf i dence . T he p r ov i s i ons of t h i s Act  have 
e f fec t for t he purpose of - -

( a )  prov i d i ng for ob l i g a t i on s  of 
conf i dence , wi t h i n  t he mean i ng of 
sec t i on 8 ,  to be i mposed on per sons 
acqu i r i ng i n forma t i on i n  t he 
c i r cums t ances men t i oned i n  sec t i ons 
3 to 6 ;  and 

( b )  p r ov i d i ng for proceed i ngs to be 
brough t under t h i s A c t  i n  respec t 
of br eaches of such ob l i ga t i ons , 
and for t he remed i es ava i l ab l e  i n  
t hose p r oceed i ngs . 

( 2 )  I n  consequence of t he prov i s i ons of 
t h i s  Ac t ,  any pr i nc i p l es of equ i t y  or r u l es 
of t he common l aw by v i r tue of wh i ch 
ob l i ga t i on s  a r i se i n  respec t of the 
acqu i s i t i on of i n forma t i on i n  c i rcums t ances 
of con f i dence , or by v i r t ue of wh i ch re l i e f  
may b e  g r a n t ed i n  r espec t of t he d i sc l os u r e  
or use of i n forma t i on i n  br each of 
conf i dence , are ( subjec t to subsec t i on ( 3 ) ) 
abo l i s hed . 

( 3 ) No t h i ng i n  subec t i on ( 2 )  h a s  e f fec t i n  
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r e l a t i on to- -

( a )  con t r ac t ua l  ob l i ga t i ons to t re a t  
i n forma t i on con f i den t i a l l y  so f a r  
a s  enforceab l e  b y  proceed i ngs for 
br each of con t r ac t ; or 

( b )  pr oceed i ng s  for con t emp t of cour t .  

2 . - - ( 1 )  I n forma t i on to whi ch t he Act 
appl i e s .  An ob l i ga t i on o f  con f i dence can-­
a r i se under t h i s  Act  on l y  w i t h  respec t t o  
i n f orma t i on wh i ch i s  not i n  t he pub l i c 
doma i n ;  and references to i n forma t i on i n  any 
o f  sec t i ons 3 to 6 are accord i ng l y  references 
t o  s uch i nforma t i on .  

( 2 )  I n forma t i on i n  t he pub l i c  doma i n  
i nc l udes i n forma t i on wh i ch i s  pub l i c  
know l edge or access i b l e  t o  t he pub l i c  
( whe t her or no t on paymen t o f  a fee or 
sub j ec t  to any o t her res t r i c t i on ) ; but , for 
t he purposes of t h i s  Ac t , i n forma t i on wh i ch 
i s  c apab l e  o f  be i ng ex t r ac t ed f rom any ma t ter 
i n  t he pub l i c  doma i n  ( whether a documen t ,  
produc t , proces s  or anyt h i ng e l se )  i s  not i n  
t he pub l i c  doma i n  on t h a t  ground a l one i f  
such e x t r ac t i on wou l d  requ i re a s i gn i f i c a n t  
expend i t ure of l abou r , s k i l l  or money . 

( 3 ) For t he purposes o f  th i s  Act , 
i nforma t i on not a l ready i n  t he pub l i c  doma i n  
wh i ch i s  or a l l y  d i sc l osed i n  such a way a s  to 
be genera l l y ava i l ab l e  to t hose present a t  
t he pr oceed i ngs o f  any cour t - -

( a )  does no t come i nto t he pub l i c  
doma i n  i f  the cou r t  i s  s i t t i ng i n  
pr i va t e ; but 

( b )  comes i n to the pub l i c  doma i n  i f  the 
cour t i s  i n  open ses s i on and 
pub l i ca t i on o f  t he i nforma t i on i s  
not proh i b i t ed i n  the c i r cums t a nces 
by any s t a t u tory provi s i on or by a n  
order o r  d i rect i on o f  t he cour t 
( hav i ng t he power to make such an 
order or d i rect i on ) . 

( 4 )  I n  subsec t i on ( 3 )  " cou r t "  i nc l udes 
a j udge , t r i buna l and any per son exerc i s i ng 
the func t i on s  o f  a cour t ,  j udge or t r i bun a l ; 
and the reference to a cour t s i t t i ng i n  
pr i v a t e  i nc l udes a cour t s i t t i ng i n  came r a  or 
i n  chambe r s . 

1 39 
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C i rcums t ances i n  wh i ch ob l i g a t i ons o f  con f i dence ar i se 

3 . - - (  1 ) Under tak i ng t o  t r eat  
i n forma t i on conf i dent i a l l y .  A per son who has 
acqu i r ed i n forma t i on from ano t her pe r son 
sha l l owe t he o t her an ob l i g a t i on of 
con f i dence under t h i s  sect i on w i t h  respec t to 
t he i n forma t i on i f - -

( a )  he has expres s l y  under t aken to t he 
o t her to t r eat  t he i n forma t i on ,  or 
a descr i p t i on of i n forma t i on w i t h i n  
wh i ch i t  f a l l s , con f i dent i a l l y ;  or 

( b )  an under t ak i ng by h i m  to t he o t her 
to t h a t  e f fec t  i s ,  i n  t he absence 
of any con t r a ry i nd i c a t i on g i ven by 
h i m  to t he ot her , to be i nf e r r ed 
f r om t he nature o f  any r e l a t i onsh i p  
be tween t he pa r t i es or f r om h i s 
conduc t i n  re l a t i on to the o t her . 

( 2 )  A per son who has acqu i red 
i n forma t i on on beha l f  of anot her pe r son 
sha l l ,  i f  e i t her p a r agr aph ( a )  or ( b )  of 
subsec t i on ( 1 )  i s  app l i cab l e ,  owe t o  the 
other per son an ob l i ga t i on of con f i dence 
under th i s  sec t i on w i t h  respec t to t he 
i nforma t i on .  

( 3 )  For t he purposes of th i s  sec t i on i t  
i s  i mma t e r i a l  whe t her t he under t ak i ng g i ven 
by a per son ( e xpres s l y  or by i n f erence ) was 
g i ven at the t i me when he acqu i r ed t he 
i n forma t i on i n  ques t i on or a t  some ot her 
t i me , whe t her before or a f t erwards . 

( 4 )  A per son who has acqu i red 
i nforma t i on f r om another pe rson and i s ,  or i n  
a l l t he c i rcums t ances ough t t o  be , awa re t h a t  
t he i n forma t i on w a s  supp l i ed b y  the o t her on 
beha l f  of a t h i rd per son s ha l l be t re a t ed for 
t he purposes of t h i s  sec t i on a s  hav i ng 
acqu i r ed t he i nforma t i on from t h a t  t h i rd 
per son a s  we l l .  

( 5 )  I t  i s  dec l a red t h a t  subsec t i on ( 1 )  
app l i es i n  r e l a t i on to t he fo l l ow i ng ,  
name l y - -

( a )  t he acqu i s i t i on by a per son f r om 
anot her per son of i n forma t i on 
supp l i ed to h i m  by t he o t her i n  
accordance w i t h  any requ i remen t to 
do so i mposed by or by v i r t ue of 
any s t a t u tory prov i s i on ,  or so 
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supp l i ed i n  connec t i on w i t h  an 
app l i ca t i on under a s t a t u tory 
prov i s i on for t he grant of any 
benef i t  or per m i ss i on ;  

( b )  an under t ak i ng wi th i n  par agr aph ( a )  
or ( b )  of subsec t i on ( 1 )  wh i ch i s  
an expr ess or i mp l i ed ob l i g a t i on of 
a con t r ac t . 

4 . - - (  1 )  Acqu i s i t i on of i nforma t i on 
d i sc l osed i n  or for purposes of � 
proceed i ng� Where i n forma t i on ,  or any 
documen t or other ma t t er con t a i n i ng 
i n f orma t i on ,  i s  requ i red to be d i sc l osed to a 
per son for t he pu rposes of any l eg a l  
proceed i ngs ( pend i ng o r  otherwi se ) - -

( a )  by an order or d i rec t i on of a 
cour t ,  or 

( b )  by r u l es of cour t ,  

t hen , on acqu i r i ng t he i n forma t i on a s  a 
resu l t  of i t  or the ma t t er con t a i n i ng i t  
be i ng d i sc l osed i n  pur suance of t h a t  order or 
d i r ect i on or those r u l es , tha t per son or any 
other per son to whom t he d i sc l osure i s  made 
on h i s  beha l f  sha l l owe an ob l i g a t i on of 
conf i dence under th i s  subsec t i on w i t h  respec t 
t o  the i n forma t i on to t he per son requ i red to 
make t he d i sc l osur e .  

( 2 )  Where i n forma t i on i s  d i sc l osed i n  
l ega l proceed i ngs - -

( a )  a t  a t i me when the cour t i s  s i t t i ng 
i n  pr i vate  otherw i se than i n  
chamber s ,  or 

( b )  i f  t h i s subsec t i on app l i es to that  
d i sc l osure in  accordance w i t h  
subsect i on ( 3 ) , a t  a t i me when the 
cour t i s  s i t t i ng i n  chambers , 

any per son who thereupon acqu i r es t he 
i n forma t i on sha l l  owe an ob l i ga t i on of 
con f i dence unde r t h i s s ubsec t i on w i t h  r espec t 
to t he i n forma t i on to t he per son mak i ng the 
d i sc l osure . 

( 3 )  Subsec t i on ( 2 )  app l i es to a 
d i sc l osure of i nformat i on at a t i me when the 
cour t i s  s i t t i ng i n  chamber s  i n  t he fo l l ow i ng 
cases , name l y - -

1 4 1  
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( a )  where the proceed i ngs re l a te to a 
br each of an ob l i g al i on of 
con f i dence under t h i s  Ac t or to a 
bre ach of a con t r ac tua l ob l i g a t i on 
t o  t rea t i n forma t i on con f i dent i a l l y  
and the i n forma t i on d i sc l osed i s  
ma ter i a l to t he proceed i ngs ; 

( b )  where the proceed i ngs r e l a t e  to any 
secret  proces s ,  knowhow , d i scovery 
or i nven t i on and t he i n forma t i on 
d i sc l osed i s  ma ter i a l  to the 
proceed i ngs ; 

( c )  where i t  appear s t o  t he cour t 
proper that  the i n format i on 
d i sc l osed shou l d  be protec t ed by 
means of an order unde r t h i s 
parag r aph and the cou r t  accord i ng l y  
by order d i rec t s  t h a t  subsec t i on 
( 2 )  i s  to app l y  t o  the d i sc l osure . 

( 4 )  I f  a per son acqu i r i ng i n forma t i on 
as men t i oned i n  subsect i on ( 1 )  or ( 2 )  i s  or 
i n  a l l the c i r cums tances ough t to be aware 
that  the per son in  whose f avour an ob l i g a t i on 
of con f i dence ar i ses under t h a t  subsect i on 
made the d i sc l osure i n  ques t i on on beha l f  o f  
a t h i r d per son , the per son acqu i r i ng the 
i n forma t i on sha l l owe an ob l i ga t i on o f  
con f i dence unde r t h a t  subsec t i on w i t h  re spec t 
to i t  to the t h i rd per son as we l l .  

( 5 )  I n  th i s  sec t i on " cour t "  has the 
mea n i ng g i ven to sect i on 2 ( 4 ) ; and the 
refer ence i n  subsec t i on ( 2 ) ( a )  of t h i s 
sec t i on to a cour t s i t t i ng i n  pr i vate 
i nc l udes a cour t s i t t i ng i n  camera . 

( 6 )  Noth i ng i n  th i s  sec t i on prejud i ces 
the exerc i se by any cour t o f  any powe r to 
proh i b i t or pun i sh con temp t of cour t ( whe t her 
in re l a t i on to i t s own proceed i ngs or 

o t herw i se )  . 

5 . - - ( 1 )  I mproper acqu i s i t i on of 
i n forma t i on .  Subjec t to the prov i s i ons o f  
t h i s sec t i on ,  a per son who i mproper l y  
acqu i r es i n forma t i on from ano ther per son 
sha l l  owe an ob l i ga t i on of conf i dence under 
t h i s sec t i on w i th respec t to t he 
i nforma t i on - -

( a )  t o  t he per son from whom t he 
i nforma t i on i s  so acqu i r ed , and 

( b )  i f  t h a t  per son i s  at t he t i me when 
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i t  i s  so acqu i r ed ho l d i ng i t  on 
beha l f  of some ot her per son , t o  
t h a t  o t her person as we l l .  

( 2 )  For t he purposes of t h i s sec t i on a 
per son acqu i res i n forma t i on i mprope r l y  i f - -

( a )  he acqu i r es i t  as a resu l t  of do i ng 
a ny of t he f o l l ow i ng ac t s  w i t hou t 
au t hor i t y ( e xpress or i mp l i ed ) , 
name l y - -

( i )  t ak i ng ,  h a nd l i ng or 
i n t e r fer i ng w i t h  any documen t ,  
record , mode l or o t her t h i ng 
con t a i n i ng t he i n forma t i on ,  

( i i )  t ak i ng ,  hand l i ng or 
i n ter fer i ng wi t h  any t h i ng i n  
wh i ch any such t h i ng a s  i s  
men t i oned i n  sub - pr ag r aph ( i )  
i s  for t he t i me be i ng kep t , 

( i i i )  ( w i t hou t p r e j ud i ce t o  t he 
genera l i t y of t he foregoi ng )  
us i ng or i n t e r fer i ng w i t h  any 
compu t e r  or d a t a  re t r i eva l 
mecha n i sm , 

whe t her , as r egards any s uch ac t ,  
t he abs ence of au t hor i t y r e l a t es t o  
h i s  doi ng i t  a t  a l l o r  on l y  to t he 
manner or pu rpose i n  or for wh i ch 
he i n  f ac t  does i t ;  or 

( b )  he acqu i r es i t  as a resu l t  of us i ng 
any v i o l e nce , men ace or decep t i on ;  
or 

( c )  he acqu i r es i t  wh i l e  somewhere 
whe r e  he has no a u t hor i t y ( ex p r es s 
or i mp l i ed )  to be ; or 

( d )  he acqu i r es i t  by means of t he use 
o f - -

( i )  a devi ce made or adap t ed 
pr i ma r i l y  for t he purpose of 
s u r rept i t i ous l y  c a r r y i ng out 
t he surve i l l a nce of per sons , 
t he i r  ac t i v i t i es , 
commun i c a t i ons or prope r t y , or 

( i i )  sub j ec t  t o  subsec t i on ( 3 ) , any 
o t her t echn i c a l  dev i ce capab l e  
o f  be i ng used for c a r r y i ng ou t 
s uch surve i l l ance , whe ther 
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s u r r ept i t i ous l y  or over t l y ,  

provi ded t ha t  ( i n e i t her case ) he 
wou l d  no t i n  t he c i rcums t ances have 
acqu i r ed t he i n forma t i on bu t for 
h i s  use of t he dev i ce i n  ques t i on . 

( 3 )  A person' s acqu i s i t i on of 
i n forma t i on by means of t he use of a dev i ce 
w i t h i n  subsec t i on ( 2 ) ( d ) ( i i )  i s  not i mproper 
for t he pur poses of t h i s  sect i on i f  a 
r easonab l e  man i n  the pos i t i on of t he per son 
f r om whom t he i n forma t i on i s  acqu i red wou l d  
have apprec i a ted the r i sk of , and t aken 
precaut i ons adequa te to pr even t , i t s be i ng 
acqu i r ed by means of t he use of a dev i ce of 
t he k i nd i n  ques t i on ;  and no t h i ng i n  that  
sub - pa r ag r aph i s  to be  read as r e f er r i ng to a 
dev i ce des i gned to br i ng v i s i on or hear i ng so 
f a r  as poss i b l e  up to a norma l s t andard . 

[ Ed i tor i a l  no te : T here i s  a m i spr i n t  i n  L aw 
Comm . 1 1 0 .  The beg i nn i ng of ss . 4  i s  mi ss i ng . ] 

i n t er fer i ng w i t h  a dev i ce ment i oned i n  
s ubsec t i on ( 2 )  ( a )  ( i i i ) ,  any person by or on 
beh a l f  of whom the i nforma t i on was supp l i ed 
to the dev i ce sha l l be r ega rded for the 
purposes of subsec t i on ( 1 )  as a per son f r om 
whom the i n forma t i on i s  acqu i r ed ( and 
s ubsec t i on ( 1 )  ( b )  accord i ng l y  does no t 
app l y ) . 

( 5 )  Where two or more per sons 
( " par t i c i pa t ors " )  have j o i nt l y  par t i c i p a t ed 
i n  the acqu i s i t i on of i n forma t i on f r om 
another per son , any par t i c i pator - -

( a )  who has per sona l l y acqu i red the 
i n forma t i on f r om t he other per son , 
and 

( b )  whose acqu i s i t i on of i t  was no t 
i mproper under subsec t i on ( 2 )  apar t 
f r om th i s  subsec t i on ,  

sha l l never the l ess owe an ob l i g a t i on of 
conf i dence under th i s  sec t i on t o  t he other 
person w i th  respec t to the i nforma t i on as 
f r om s uch t i me as the pa r t i c i pa tor i s  awa r e , 
or ought i n  a l l t he c i r cums t ances to be 
awa re , of any ac t done by any o t her 
pa r t i c i pat or i n  connec t i on wi t h  t he 
acqu i s i t i on of the i n forma t i on wh i ch ,  i f  done 
by the former par t i c i pa t or , wou l d  have 
r ende r ed h i s  acqu i s i t i on of the i n forma t i on 
i mp roper under subsec t i on ( 2 ) . 
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( 6 )  I n  any case where a per son/ s 
acqu i s i t i on of i n forma t i on f a l l s w i t h i n  
subsec t i on ( 2 )  bu t the i n forma t i on was 
acqu i r ed by h i m- -

( a )  i n  the course of the l aw f u l  
exerc i s e b y  h i m  o f  any of f i c i a l  
func t i on to acqui r e  i n forma t i on for 
t he purposes of  protec t i ng t he 
secur i t y of the S t a t e , or of 
pr even t i ng ,  de tec t i ng or 
i nves t i ga t i ng cr i me ,  or 

( b )  i n  pur s uance of any s t a t u tory 
provi s i on ,  

no th i ng i n  th i s  sec t i on or sec t i on 6 i mposes 
on h i m  or on any o t her per son d i r ec t l y  or 
i nd i r ec t l y  acqu i r i ng i t  f rom h i m  any 
l i ab i l i t y under t h i s Ac t i n  respec t of t he 
d i sc l osure or use of that  i nforma t i on i n  so 
f a r  as i t  i s  d i sc l osed or used - -

( i \  for any s uch purposes as a r e  
r e f e r r ed to i n  pa r ag r aph ( a )  
of t h i s  subsec t i on or for t he 
purpose of br i ng i ng - any 
r e l a ted l ega l proceed i ngs , or 

( i i )  for any purpose express l y  or 
i mp l i ed l y  author i sed , i n  
r e l a t i on to i n forma t i on 
acqu i r ed i n  pur s uance of t he 
s t a t u tory prov i s i on refer r ed 
t o  i n  p a r agr aph ( b )  of t h i s  
subsect i on ,  by t h a t  or any 
othe r  such prov i s i on .  

6 . - - ( 1 )  Acqu i s i t i on ]2y t h i r d � of 
i n forma t i on s ub jec t to 2n ob l i ga t i on of 
con f i dence . I f ,  wh i l e an ob l i g a t i on of 
con f i dence under sect i on 3 ,  4 or 5 i s  owed by 
any per son ( " t he or i g i na l  acqu i r e r " ) to 
ano t her per son w i t h  r espec t to any 
i n forma t i on - -

( a )  t he i n forma t i on i s  acqu i r ed f r om 
t he or i g i na l  acqu i r e r  ( by wha t ever 
means and whe t her d i r ec t l y  or , 
through s ucces s i ve acqu i s i t i ons , 
i nd i rect l y )  by any t h i rd per son , 
and 

( b )  t he t h i r d  per son becomes awa re , or 
ought i n  a l l t he c i r cums t ances t o  
have become awar e , of t h e  ma ter i a l  
f ac t s  or c i r cums t ances g i v i ng r i se 
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to the ob l i ga t i on o f  con f i dence 
owed by the or i g i n a l  acqu i r er or 
other w i se tha t an ob l i ga t i on o f  
con f i dence has ar i sen w i th respec t 
to the i n forma t i on under t he 
pr eced i ng prov i s i ons of th i s  Act , 

then , as f r om the re l evant t i me under 
subsec t i on ( 2 1 , the t h i rd per son sha l l owe an 
ob l i ga t i on of con f i dence under th i s  sec t i on 
w i t h  respec t to t he i n forma t i on to t he o t her 
per son men t i oned above . 

( 2 1  The re l evan t t i me r e ferred t o  i n  
subsec t i on ( 1 )  i s  wh i chever i s  t he l a ter of 
the fo l l ow i ng ,  name l y  t he t i me when t he t h i rd 
per son acqu i r es the i n forma t i on and the t i me 
when he becomes , or ough t to have become , 
aware as men t i oned i n  paragraph ( b l  of t ha t  
subsec t i on .  

( 3 )  Where a per son d i es ( or , i f  not an 
i nd i v i dua l , ceases to ex i s t )  wh i l e  ow i ng an 
ob l i ga t i on of con f i dence under sec t i on 3 ,  4 
or 5 w i th respec t to any i n forma t i on ,  t hen , 
un l es s  t h a t  ob l i ga t i on o f  con f i dence 
t hereupon ceases to have e f fec t  i n  accordance 
w i th subsec t i on ( 2 )  of sec t i on 9 ,  t he 
i n forma t i on sh a l l for t he purposes of t h i s  
sec t i on con t i nue to be subject to t h a t  
ob l i ga t i on of con f i dence , a s  i f  i t  were s t i l l  
owed by t ha t  per son , un t i l such t i me a s  t ha t  
per son wou l d  have been re l eased f r om i t  by 
v i r t ue of subsec t i on ( 1 )  or ( 2 )  of sec t i on 9 
i f  s t i l l  a l i ve or ( as t he case may be ) s t i l l  
i n  ex i s tence . 

7 .  No ob l i ga t i on of con f i dence whe re 
i n forma t i on acqu i r ed i n  cou r se of work mer e l y  
enhances per sona l sk i l l s ,  e t c . Not h i ng i n  the 
preced i ng prov i s i ons of t h i s Act has  t he 
e f fec t of i mpos i ng an ob l i ga t i on of 
con f i dence on any i nd i v i dua l w i t h  respec t to 
any i n forma t i on wh i ch - -

( a )  i s  acqu i r ed by h i m  i n  the cou rse of 
h i s  work ( whe t her under a con t r a c t  
of emp l oymen t or a s  an i ndependen t 
con t r ac tor or otherw i se ) , and 

( b )  i s  o f  such a n a t u re that t he 
acqu i s i t i on of i t  by h i m  amou n t s  to 
no more t han an enhancemen t of t he 
per sona l know l edge , s k i l l  or 
exper i ence used by h i m  i n  t he 
e xerc i se of h i s  ca l l i ng .  
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8 . - - ( 1 )  Dut i es ar i s i ng ou t of an 
ob l i ga t i on of con f i dence . For t he purposes of 
t h i s Ac t an ob l i ga t i on of con f i dence owed 
under any prov i s i on o f  th i s Act wi t h  respect 
to any i n forma t i on sha l l ,  subjec t  t o  
subsect i ons ( 3 )  and ( 4 ) , i mpose t he fol l owi ng 
dut i es on t he per son who owes t he ob l i g a t i on ,  
n ame l y- -

( a ) a duty not t o  d i sc l ose or use t he 
i n for ma t i on excep t to the ex tent 
( i f  any ) to wh i ch he i s  for t he 
t i me be i ng express l y  or i mp l i ed l y  
a u t hor i sed t o  do so by t he per son 
to whom the ob l i g at i on i s  owed ; and 

( b )  a duty t o  t ake reasonab l e  care to 
ensure tha t t he i n forma t i on i s  not 
d i sc l osed or used excep t t o  t he 
ex t en t  men t i oned i n  paragr aph ( a ) . 

( 2 )  Accord i ng l y ,  any reference i n  t h i s  
Ac t t o  a breach o f  an ob l i g a t i on of 
con f i dence i s  a reference to an ac t or 
omi s s i on in breach of one or o t her of t he 
du t i es subs i s t i ng wi th  respec t to the 
i n f orma t i on i n  ques t i on i n  accordance w i th 
subsec t i on ( 1 ) .  

( 3 )  Not h i ng i n  subsec t i on ( 1 ) - -

( a )  pr even t s  a per son who owes an 
ob l i g a t i on of con f i dence under 
sec t i on 3 w i th  r espect t o  
i n forma t i on supp l i ed as men t i oned 
i n  subsec t i on ( 5 ) ( a )  of tha t  
sec t i on from d i sc l os i ng o r  us i ng i t  
to such ex t en t  as i s ,  i n  r e l a t i on 
to i n forma t i on supp l i ed i n  
pur suance of the s t a t u tory 
prov i s i on i n  ques t i on ,  express l y  or 
i mp l i ed l y  a u t hor i sed by or by 
v i r t ue of tha t or any other 
s t a tutory prov i s i on ;  

( b )  pr even t s  a per son who owes an 
ob l i g a t i on of con f i dence under 
subsec t i on ( 1 )  or s ubsec t i on ( 2 )  o f  
sec t i on 4 f rom d i sc l os i ng o r  us i ng 
the i n format i on i n  ques t i on for t he 
purposes o f  the proceed i ngs 
refer red t o  i n  that  subsec t i on ;  or 

( c )  pr even t s  a per son who owes a n  
ob l i g a t i on of con f i dence under 
sec t i on 6 w i t h  respec t t o  
i n for ma t i on d i r ec t l y  o r  i nd i r ec t l y  
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acqu i r ed from a per son such a s  i s  
refer red to i n  par agr aph ( a )  or ( b )  
of  t h i s  subsec t i on from d i sc l os i ng 
or us i ng the i nforma t i on to the 
extent  t o  wh i ch t he l a t t er may do 
so by v i r tue of t h a t  paragr aph . 

( 4 )  Where a per son ow i ng an ob l i g a t i on 
of con f i dence under sec t i on 3 ,  4 or 5 w i t h  
r spec t to any i n forma t i on h a s  been expre ss l y  
or i mp l i ed l y  author i sed by t he per son t o  whom 
t he ob l i g a t i on i s  owed to d i sc l ose or use t he 
i n forma t i on to any exten t , no t h i ng i n  
subsec t i on ( 1 )  of th i s  sect i on preven ts a 
per son who owes an ob l i g a t i on of con f i dence 
under sec t i on 6 by v i r t ue of t h a t  ob l i g a t i on 
of con f i dence f r om d i sc l os i ng or us i ng t he 
i n forma t i on to an ex ten t  wh i ch w i l l  not 
resu l t  i n  a more e x t ens i ve d i sc l osure or use 
of the i n forma t i on than has been so 
a u t hor i sed . 

9 . - - (  1 )  Termi nat i on of ob l i ga t i ons of  
con f i dence . A per son who , under any prov i s i on 
of th i s  Act , owes another per son an 
ob l i g a t i on of con f i dence w i th respect to any 
i nforma t i on sha l l  cease to owe the other 
per son an ob l i g a t i on of con f i dence w i th 
respec t to t he i n forma t i on - -

( a )  i f  he i s  expres s l y  or i mp l i ed l y  
r e l eased by the other per son from 
such an ob l i ga t i on ;  or 

( b )  i n  so f a r  a s  an order of the cour t 
under sect i on 1 5 ( 2 )  has t he ef fec t 
of re l ea s i ng h i m  f r om such an 
ob l i g a t i on ;  or 

( c )  i f  t he i n forma t i on comes i n t o  the 
pub l i c  doma i n .  

( 2 )  Whe r e  i n  the case of an ob l i ga t i on 
of con f i dence under sec t i on 3 the re l evant  
unde r t ak i ng w i t h i n subsec t i on ( 1 ) ( a )  or ( b )  
of  tha t sec t i on was g i ven , express l y  or by 
i nfer ence , for a par t i cu l a r per i od of t i me 
( i nc l ud i ng a per i od exp i r i ng on t he 
occur rence of any even t ) ,  t h a t  ob l i g a t i on of 
con f i dence , and any ob l i ga t i on of con f i dence 
owed under sec t i on 6 by v i r tue of i t ,  sh a l l 
cea se to be owed a t  such t i me a s  that  per i od 
e xp i res . 

( 3 )  For  t he purposes of subsec t i on 
( 1 ) ( c )  of t h i s  sect i on i t  i s  i mma t e r i a l  
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whe ther t he per son respons i b l e  for the 
i n forma t i on comi ng i n to t he pub l i c  doma i n  was 
the per son to whom the ob l i g a t i on of 
con f i dence was owed , t he per son who owed i t  
or some ot her per son . 

( 4 )  Subsec t i ons ( 1 )  a nd ( 2 )  of t h i s 
sec t i on a r e  w i thou t pr e j ud i ce to- -

( a )  any c l a i m  i n  respec t of a per son' s 
br each of an ob l i ga t i on of 
con f i dence wh i ch was comm i t ted 
before , or as a consequence of 
wh i ch ,  he ceased to owe tha t  
ob l i ga t i on i n  accordance w i t h  t h i s 
sec t i on ;  

( b )  t he power of t he cour t t o  gr an t 
r e l i ef i n  respec t of such a br each 
i n  t he c i rcums t ances men t i oned i n  
sec t i on 1 6 .  

1 0 . - - ( 1 )  P r oceedi ngs for breach of 
con f i dence . A breach of an ob l i g a t i on of 
con f i dence owed under any of t he pr eced i ng 
prov i s i ons of t h i s Act i s  a tor t and , subject 
to the f o l l ow i ng prov i s i ons of  t h i s Ac t , 
proceed i ngs may be brought i n  respec t  of s uch 
a breach by any per son to whom the ob l i g a t i on 
i s  owed i n  l i ke manner as any other 
pr oceed i ngs i n  r espec t of a t or t .  

( 2 )  P roceed i ngs brought by v i r t ue of 
t h i s  sec t i on a r e  refer red to i n  th i s  Act as 
pr oceed i ngs for breach of con f i dence . 

1 1 . - - ( 1 )  P l a i n t i f f ' s c l a i m  l i ab l e  to 
fa i l un l es s  upho l d i ng of confiden t i a l i ty i s  
iQ pub l i c  i n t eres t . A defendan t i n  
pr oceed i ngs for br each of con f i dence sha l l  
not be l i ab l e  t o  t he p l a i n t i f f i n  respec t of 
any d i sc l osure or use of  i nforma t i on by t he 
defendant i n  breach of an ob l i g a t i on of 
con f i dence i f - -

( a )  t he de fendan t r a i ses t he i s sue of 
pub l i c  i n teres t i n  r e l a t i on to t h a t  
d i sc l osure o r  u se i n  accor da nce 
w i t h  subsec t i on ( 2 ) ; a nd 

( b )  the p l a i n t i f f i s  unab l e  t o  sat i s fy 
t he cour t that t he pub l i c  i n teres t 
r e l i ed on by t he de fendan t under 
t h a t  s ubsec t i on i s  ou twe i ghed by 
the pub l i c  i n terest i nvo l ved i n  
upho l d i ng the con f i den t i a l i t y of 
the i nforma t i on .  
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( 2 )  F or t he pu rposes of subsec t i on ( 1 )  
a defendant r a i ses t he i s sue of pub l i c  
i n t e r e s t  i n  re l a t i on to a d i sc l osure or use 
of i n forma t i on i f  he sa t i s f i e s t he cou r t 
t h at , i n  v i ew of the content of t he 
i n forma t i on ,  there was , or ( i n  t he case of an 
appr ehended d i sc losure or use ) w i l l  be , a t  
the t i me o f  t he d i sc l osure o r  use a pub l i c  
i n t e r e s t  i nvo l ved i n  t he i n format i on be i ng so 
di sc l osed or used . 

{ 3 )  A pub l i c  i n teres t may be i nvo l ved 
i n  t he d i sc l osure or use of i n forma t i on 
no tw i ths tand i ng that  t he i n forma t i on does not 
r e l a t e  to any cr i me ,  fr aud or other 
mi sconduc t . 

( 4 )  When ba l anc i ng t he pub l i c  i n t eres t s  
i n vo l ved for t he pu r poses o f  subsec t i on ( 1 )  
the cour t s ha l l  have regard to a l l t he 
c i r cums t ances of t he case , i nc l ud i ng - -

( a )  t he ex tent and n a t u r e  of t he 
par t i cu l a r d i sc l osure or us e i n  
ques t i on as compared w i t h  t he 
e x t en t  and n a t u r e  of t he d i sc l osure 
or use wh i ch appea r s  to be 
j u s t i f i ed by t he pub l i c  i n t e r e s t  on 
wh i ch the defendan t re l i es ; 

( b )  t he manner i n  wh i ch t he i n forma t i on 
was acq u i r ed by the defendant and 
( i n t he case of an ob l i g a t i on of 
con f i dence under sec t i on 6 )  t he 
manner i n  wh i ch i t  was acqu i r ed by 
t he or i g i na l  and any subsequen t 
acqu i r er of i t ;  and 

( c )  t he t i me wh i ch has e l apsed s i nce 
t he i n forma t ion or i g i na l l y  became 
subjec t  to t he ob l i ga t i on o f  
con f i dence owed by t he defend ant or 
( i n the case of an ob l i ga t i on of 
con f i dence unde r sec t i on 6 )  became 
subjec t  to t he ob l i ga t i on o f  
con f i dence by v i r t ue of wh i ch t h a t  
ob l i ga t i on ar ose . 

1 2 . - - (  1 )  De fences . I n  any proceed i ng s  
for b r each of con f i dence i n  respec t o f  a 
d i sc l osure or use of i n forma t i on i t  i s  a 
de fence to prove - -

( a )  t ha t , a t  the t i me of t he 
defend an t ' s acqu i s i t i on Of t he 
i n format i on whi ch gave r i se to t he 
ob l i ga t i on of con f i dence i n  
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ques t i on ,  he was a l r eady i n  
possess i on of  t he i n forma t i on ,  or 

( b )  t ha t  he subsequen t l y  came i n to 
pos se ss i on of  i t  by i ndependen t 
means , 

and , i n  add i t i on , t ha t  a t  t he t i me he 
d i sc l osed o r  used t he i nforma t i on t he 
de fenda n t  d i d  not , i n  connect i on w i t h h i s  
pr ev i ous or ( as t he case may be ) subsequen t 
awa r eness of t he i n forma t i on ,  owe any o t he r  
ob l i g a t i on o f  con f i dence o f  wh i ch t h a t  
d i sc l osure or use cons t i t u t ed a br each . 

( 2 )  I n  any proceed i ngs for b reach of 
con f i dence i n  r e spec t o f  a d i sc losure or use 
of i nforma t i on i t  i s  a defence to prove t hat  
the d i sc l osure or  use was r equ i red or  
au t hor i sed to be made by or  by v i r t ue of any 
s t a t u tory prov i s i on .  

( 3 )  I n  any pr oceed i ng s  for br each of 
con f i dence i n  respec t o f  a d i sc l osure of 
i n forma t i on i t  i s  a de fence to prove t ha t  t he 
d i sc l osure was made on such an occa s i on a s  
a t t r ac t s , f o r  the purposes o f  t he l aw of  
defama t i on ,  an  abso l u te pr i v i l ege i n  respect 
of s t a t ement s  made thereon . 

( 4 )  W i thou t prejud i ce to t he gene ra l i ty 
of subsect i ons ( 2 )  and ( 3 )  i t  i s  a de fence i n  
any proceed i ngs for breach of conf i dence i n  
respec t of a d i sc l osure of i n forma t i on to 
pr ove t h a t  the d i sc l os u r e  was r equ i red to be 
made by a cou r t i n  pur s u ance of any power to 
order t he d i sc l osure o f  i n forma t i on .  

( 5 )  Defences gener a l l y ava i l ab l e  i n  
tor t proceed i ngs a r e , i n  accordance wi t h  
sec t i on 1 0 ( 1 ) ,  ava i l ab l e  i n  proceed i ngs for 
b reach of con f i dence . 

1 3 . - - (  1 )  Remed i es in proceed i ngs for 
b r e ach of con f i dence : gener a l .  The f o l l ow i ng 
r e l i e f may be g r an t ed by t he cour t i n  
p roceed i ngs for br each of  conf i dence - -

( a )  an i n j unc t i on res t r a i n i ng t he 
defendant  f r om any apprehended 
b reach of an ob l i g a t i on of  
con f i dence ( w i th or w i thout , i n  a 
case to wh i ch sec t i on 1 5 (  1 )  
app l i es ,  an ad j u s tmen t order under 
that subsec t i on prov i d i ng 
compens a t i on for t he defendant ) ;  
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( b )  damages i n  accordance w i th sect i on 
1 4 ;  

( c )  an accoun t of t he prof i t s der i ved 
by the defendan t f rom t he breach ; 

( d )  an adjus tmen t order under sec t i on 
1 5 ( 2 )  regu l a t i ng the respec t i ve 
r i ghts  and l i ab i l i t i es of the 
p l a i n t i f f  and t he de f endan t i n  so 
far as t he defendant  i s  not to be 
r es t r a i ned by i n junc t i on ;  

( e )  a n  order for the defendant to 
de l i ver up or des t r oy a ny t h i ng i n  
wh i ch t he i n forma t i on t o  wh i ch t he 
breach r e l a t es i s  con t a i ned . 

( 2 )  W i t h  t he except i on of p a r ag r aph 
( b ) , the r e l i ef men t i oned i n  subsect i on ( 1 )  
i s  a t  the d i scr e t i on of t he cour t .  

( 3 )  Not h i ng i n  t h i s sec t i on prejud i ces 
any jur i sd i c t i on of the cour t to g r a n t  
a nc i l l a ry o r  i nc i den t a l  r e l i ef .  

1 4 . - - ( 1 )  Damages . The damages wh i ch may 
by v i r t ue of sec t i on 1 3 ( 1 ) ( b )  be awar ded to a 
p l a i n t i f f i n  proceed i ngs for br each of 
conf i dence a r e , subject to t he prov i s i ons of 
t h i s sec t i on ,  damages i n  r espec t of e i ther or 
bot h  of t he fol l ow i ng ma t t er s , name l y - -

( a )  any pecun i a r y  l oss suf fered by t he 
p l a i n t i f f i n  consequence of t he 
defendan t ' s br each of an ob l i ga t i on 
o f  con f i dence owed to h i m ;  and 

( b )  any men t a l  d i s t r ess , and any men t a l  
o r  phys i ca l  harm resu l t i ng f rom 
such d i s t ress , suf fer ed by t he 
p l a i n t i f f i n  consequence o f  t h a t  
breach . 

( 2 )  T he cou r t  sha l l not i n  r espec t of 
t he same breach of an ob l i ga t i on of 
con f i dence both awa rd t he p l a i n t i f f  damages 
under subsec t i on ( 1 ) ( a )  and order that  he 
sha l l be g i ven an account of t he defendan t ' s 
prof i t s theref r om .  

( 3 )  The cour t sha l l  not awa rd t he 
p l a i n t i f f a ny damages under subsec t i on ( 1 ) ( b )  
un l ess i t  appea r s  to t he cou r t  that  a per son 
of reasonab l e  f or t i tude i n  t he pos i t i on of 
t he p l a i n t i f f wou l d  have been l i ke l y  to 
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suf fer men ta l d i s t r ess i n  consequence of the 
def endan t ' s breach . 

1 5 . - - ( 1 )  Ad jus tment order s .  Where i n  
any proceed i ngs for breach of con f i dence- -

( a )  t he cour t proposes t o  g r a n t  a n  
i njunc t i on aga i ns t  a defendan t  
res t r a i n i ng h i m  from an appr ehended 
breach of an ob l i g a t i on of 
con f i dence owed under sec t i on 6 ,  
but 

( b )  i t  appears  to t he cou r t  th a t , pr i or 
to t he t i me when he became subjec t 
to t ha t  ob l i g a t i on ,  he i ncurred any 
expend i t ure i n  connec t i on wi th  
exp l o i t i ng t he i n forma t i on t o  wh i ch 
the breach re l a tes , 

then , i f  t he cour t t h i nks f i t ,  i t  may ( i n 
add i t i on to g r a n t i ng the i njunct i on )  make an 
adjus tmen t order under t h i s subsec t i on 
requ i r i ng t he p l a i n t i f f  t o  make to t he 
defenda n t  such con t r i but i on towa rds t ha t  
expend i t ure as appear s  t o  the cour t t o  be 
j u s t  a nd equ i t ab l e .  

( 2 )  Where i n  any proceed i ngs for breach 
of con f i dence the cou r t  has power to grant  an 
i njunct i on aga i ns t  a defendant  res t r a i n i ng 
h i m  f rom an apprehended breach of an 
ob l i ga t i on of conf i dence but cons i ders t h a t  
i t  wou l d  b e  i nappropr i a te i n  a l l t he 
c i rcums t ances to do so to any ex t en t , the 
cour t may , i f  i t  t h i nks f i t ,  make a n  
adjus tmen t order under t h i s  subsec t i on for 
t he purpose of regu l a t i ng ,  a s  regards s uch 
f u t ure exp l o i t a t i on by t he de fendan t of t he 
i n forma t i on i n  ques t i on as i t  i s  no t 
propos i ng to res t r a i n ,  t he respect i ve r i gh t s  
a nd l i ab i l i t i es o f  the p l a i n t i f f a nd the 
defendan t .  

( 3 )  An adj u s t ment order under 
subsect i on ( 2 )  may requ i re t he de fendan t to 
pay to t he p l a i n t i f f  one or other of t he 
fo l J aw i ng , name l y - -

( a )  such sum i n  l i eu o f  an i njunct i on 
as appears  to t he cou r t  to be 
appropr i a t e  i n  a l l the 
c i r cums t ances , or 

( b )  a roya l t y i n  respec t o f  t he f u t ure 
use o f  t he def endan t of the 
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i n forma t i on i n  ques t i on c a l cu l a ted 
on s uch bas i s  as appear s to t he 
cour t to be appropr i a te , t he 
defendan t ' s use of t he i nforma t i on 
be i ng for s uch per i od and on such 
terms a s  the cour t may spec i fy i n  
the order , 

toge ther w i th  ( i n e i t her case ) such 
con t r i bu t i on as appe a r s  to be j u s t  and 
equ i p t ab l e  t owards any expend i t ure wh i ch t he 
p l a i n t i f f has a l ready i ncu r r ed i n  connec t i on 
w i t h  exp l oi t i ng t he i nforma t i on i n  ques t i on 
and wh i ch i s  l i ke l y  to become was ted 
expend i ture a s  a resu l t  of t he defendan t 
be i ng a l l owed t o  exp l o i t t he i n forma t i on i n  
f u t u r e . 

( 4 )  The cour t may i n  any adjus tment 
order under subsec t i on ( 2 )  de term i ne any 
i nc i den t a l  ques t i on re l a t i ng t o  t he e x t en t  to 
wh i ch e i t her of t he par t i e s  i s  t o  be f r ee to 
exp l o i t t he i nforma t i on i n  ques t i on . 

( 5 )  I n  any c a se where t he cour t 
proposes to make - -

( a )  an award of damages under sec t i on 
1 4 ( 1 ) ( a )  i n  respec t of t he 
defendan t ' s breach o f  an ob l i ga t i on 
of conf i dence , and 

( b )  an adjus tment order under 
subsec t i on ( 2 )  of t h i s  sec t i on i n  
respec t of future exp l o i t a t i on by 
t he defendant  of t he i nforma t i on t o  
wh i ch t h a t  breach r e l a t es , 

t he cour t ,  when determ i n i ng whe t her to make 
t he p l a i n t i f f an awa rd under subsec t i on 
( 3 )  ( a )  or ( b )  of t h i s  sec t i on ,  and i f  so t he 
amount of any such award , sha l l t ake s uch 
accoun t of any e l emen t  of t h a t  award of 
damages wh i ch r e f l ec t s  future l os s  to t he 
p l a i n t i f f as i t  t h i nks appropr i a te for t he 
purpose of do i ng j us t i ce be tween t he par t i es .  

( 6 )  Any reference i n  t h i s  sec t i on t o  
expend i ture i ncur r ed b y  a per son i n  
connec t i on w i t h  exp l o i t i ng i n forma t i on 
i nc l udes expend i ture i ncur red by h i m  i n  
connec t i on w i t h  acqu i r i ng i t .  

1 6 . - - ( 1 )  Remed i es � respec t of f u t ure 
use of i n forma t i on wh i ch � no l onger sub jec t 
to an ob l i ga t i on of con f i dence . The cou r t  
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may , i f  i t  t h i nks f i t  i n  t he case of a 
defendant  i n  proceed i ngs for breach o f "  
conf i dence who has comm i t t ed a breach of a n  
ob l i g a t i on of conf i dence under t h i s Ac t ,  
g r a n t  re l i ef under t h i s sec t i on i n  respec t of 
t he f u t ure use by h i m  of  t he i nforma t i on to 
wh i ch t he breach r e l a tes notw i t hs t and i ng t h a t  
such u s e  w i l l  occur a t  a t i me when t he 
i n forma t i on has , or i s  l i ke l y  to have , come 
i n to t he pub l i c  doma i n  ( and accord i ng l y  
ceased to be subjec t to an ob l i g a t i on of  
conf i dence ) . 

( 2 )  T he r e l i ef wh i ch may be g r a n t ed by 
the cour t under t h i s sec t i on i n  t he case of 
such a defendant  i s - -

( a )  an i n j unc t i on for such per i od and 
on s uch terms a s  appear to t he 
cour t to be nece s s a r y  to preven t  
the defendant f rom enjoy i ng an 
advan t age in  t he exp l o i t a t i on of  
the i n forma t i on i n  ques t i on over 
per sons ab l e  to exp l o i t i t  on l y  a s  
f r om i t s comi ng i n to t he pub l i c  
doma i n  ( gr an t ed w i t h  or w i t hou t , i n  
a c ase to wh i ch sec t i on 1 5 ( 1 )  
app l i es ,  an adjus tmen t order under 
t h a t  subsec t i on ) ; or 

( b )  an  adjus tmen t order under sec t i on 
1 5 ( 2 ) , but on l y  i n  respec t of such 
per i od of  f u t ure use by t he 
defend a n t  a s , i n  the v i ew of t he 
cour t ,  the defend a n t  i s  l i ke l y  ( i n 
so f a r  a s  not res t r a i ned under 
par agraph ( a )  f rom exp l o i t i ng t he 
i n forma t i on )  to enjoy an advan t age 
i n  i t s e xp l o i t a t i on over per s ons 
ab l e  to e x p l o i t i t  on l y  a s  f r om i t s 
com i ng i n to t he pub l i c  doma i n .  

( 3 )  Sec t i on 1 5  sha l l i n  i t s oper a t i on 
for t he purposes of th i s  sec t i on h ave e f fect 
a s  i f ,  i n  each of subsec t i ons ( 1 )  and ( 2 )  of  
that  sec t i on ,  for  the words • an i nj unc t i on 
aga i ns t  a defend a n t  res t r a i n i ng h i m f r om an 
apprehended breach of an ob l i ga t i on of 
con f i dence " t here were subs t i t u t ed " an 
i n j unc t i on under sec t i on 1 6 ( 2 ) ( a )  aga i ns t  a 
defend a n t  who has comm i t ted a breach of an 
ob l i ga t i on of  con f i dence " . 

1 7 . - - ( 1 )  Spec i a l  prov i s i ons as to 
coun ty cour t .  A county cour t may i n  
proceed i ngs for breach of con f i dence g r a n t  
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t he p l a i n t i f f an i nj unc t i on or a dec l ar a t i on 
notw i t h s t and i ng t h a t  he does not seek any 
re l i e f  o t her than an i n j unc t i on or a 
dec l ar a t i on .  

( 2 )  A county cour t may i n  proceed i ng s  
for br each of conf i dence make an adjus tmen t 
order under s ubsec t i on ( 1 )  of sec t i on 1 5  
wha tever t he amoun t requ i red to be pa i d  by 
v i r t ue of i t  by the p l a i n t i f f ,  but s ha l l not 
have power to make an adjus t men t orde r under 
subsec t i on ( 2 )  of t h a t  sec t i on by v i r t ue of 
wh i ch t he defendant  i s  r eq u i red to pay such a 
roya l t y a s  i s  men t i oned i n  s ubsec t i on ( 3 ) ( b )  
of t h a t  sec t i on .  

1 8 . - - (  1 )  T r ansmi s s i on o f  benef i t  of 
ob l i g a t i ons of con f i dence . Subject to 
subsec t i on ( 2T ,  noth i ng i n  t h i s  Act p r even t s  
the benef i t  o f  a n  ob l i g a t i on o f  con f i dence 
under t h i s Act f r om be i ng a s s i gned to a 
per son o t her t han t he per son i n  whose f avour 
the ob l i ga t i on of conf i dence has a r i sen in  so 
f a r  a s  i t  i s ,  in  any par t i cu l ar case i n  v i ew 
of t he na ture of t he i n forma t i on t o  wh i ch t he 
ob l i g a t i on of conf i dence re l a tes , c ap ab l e  of 
be i ng so a s s i gned i n  accordance w i t h  t he 
gener a l  l aw a s  to t he a s s i gnmen t of r i gh t s . 

( 2 )  No proceed i ng s  for breach o f  
con f i dence sha l l b e  broug h t  i n  respec t o f  
men t a l  d i s t ress , or men t a l  or phys i ca l  h a r m  
resu l t i ng f r om such d i s t re s s , suf fered by any 
per son o t her t han a per son i n  whose f avour an 
ob l i ga t i on of con f i dence has a r i sen under 
th i s  Ac t .  

( 3 )  Any reference i n  t h i s  A c t  ( whe t her 
express or i mp l i ed and however worded ) t o  t he 
per son to whom an ob l i g a t i on of con f i dence i s  
or was owed i nc l udes ( subjec t to subsec t i on 
( 2 )  and so f ar a s  t he con t e x t  so per m i t s ) a 
per son t o  whom t he bene f i t  of t he ob l i ga t i on 
of con f i dence h a s  been a s s i gned . 

( 4 )  I n  t h i s  sec t i on references t o  
a s s i gnmen t i nc l ude a s s i gnment  b y  oper a t i on o f  
l aw .  

1 9 . - - ( 1 )  Ope r a t i on o f  A c t  i n  re l a t i on 
to proceed i ngs � con t r ac t . Sec t i on 1 1  
\p l a i n t i f f ' s c l a i m  l i ab l e  to f a i l un l es s  
upho l d i ng of conf i den t i a l i ty i s  i n  pub l i c  
i n teres t ) sha l l have e f fec t  i n  r e l a t i on t o  
proceed i ngs for breach of con t r ac t  i n  r e spec t  



Sec . 1 9 ,  2 0  

of a breach of a r e l evan t con t r ac t ua l  
under t ak i ng as i t  has ef fec t i n  r e l a t i on to 
pr oceed i ngs for br each of  conf i dence , but 
wi t h  t he fo l l ow i ng mod i f i ca t i ons , name l y - -

( a )  

( b )  

( c )  

( 2 )  
re l evan t 
enforced 
con t r ac t  
not been 

any reference to an ob l i g a t i on of 
con f i dence s ha l l be read as a 
reference to a re l evant con t r ac t ua l 
under t ak i ng ;  

the reference i n  s ubsec t i on ( 1 ) ( b )  
to upho l d i ng t he conf i de n t i a l i t y of 
t he i nforma t i on sha l l  be r ead as a 
reference to upho l d i ng t he 
con t r ac t ua l under t ak i ng i n  
ques t i on ; and 

subsect i on ( 4 ) ( b )  and so much of 
subsec t i on ( 4 ) ( c )  as re l a tes to an 
ob l i ga t i on of conf i dence under 
sec t i on 6 sha l l  not app l y .  

Sub jec t to subsec t i on ( 1 ) ,  any 
cont rac t u a l unde r t ak i ng may be 
by proceed i ngs for breach of 
i n  a l l r espec t s  as i f  t h i s  Act had 
pas sed . 

( 3 )  I n  t h i s sect i on " r e l evan t 
con t r ac t ua l under t ak i ng "  means an express or 
i mp l i ed con t r actua l under t ak i ng no t to 
d i sc l ose or use i nformat i on .  

20 . - - ( 1 )  I n terpr e t a t i on .  I n  t h i s Act , 
un l es s  t he con t e x t  o t herw i se requi r es - -

" t he cour t "  means t he H i gh Cour t or , 
subject t o  sect i on 1 7 ( 2 )  of t h i s Act and 
sec t i on 39 of t he County Cour t s  Ac t 
1 9 5 9 , c .  22 ( wh i ch cont a i ns f i nanc i a l  
l i m i t s  on jur i sd i c t i on ) , a coun ty cour t ;  

" proceed i ng s "  i nc l udes proceed i ngs by way 
of counter - c l a i m ,  and references to a 
p l a i n t i f f or defendant i n  proceed i ngs 
sha l l  be con s t r ued accor d i ng l y ;  

" s t a t u t ory prov i s i on "  means any enact men t ,  
whenever pas sed , or any prov i s i on 
con t a i ned i n  subor d i na t e  l eg i s l a t i on ( as 
def i ned i n  sect i on 2 1 ( 1 )  of t he 
I n t erpre t a t i on Act 1 9 78 , c .  3 0 ) ,  
whenever made . 

( 2 )  References i n  t h i s Act to 
i n forma t i on i n ,  or com i ng i n t o ,  the pub l i c  
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doma i n  sha l l b e  cons t r ued i n  accordance w i th 
subsec t i ons ( 2 )  to ( 4 )  of sect i on 2 .  

1 3 )  References i n  t h i s Act t o  an 
ob l i g a t i on of con f i dence sha l l  be con s t r ued 
i n  accordance w i t h  sec t i on 8 ,  and references 
to the per son to whom such ob l i g a t i on i s  owed 
sha l l be cons t rued i n  accordance wi t h  sec t i on 
1 8 1 3 ) . 

2 1  . - - (  1 )  Supp l ement a l . Sect i ons 3 t o  6 
have ef fect i n  re l a t i on to acqu i s i t i ons of 
i n forma t i on t ak i ng p l ace before t he 
commencemen t o f  t h i s Ac t as we l l  as to t hose 
t ak i ng p l ace therea f t er , bu t an ob l i gat i on of 
conf i dence under sec t i on 6 s ha l l  not be owed 
i n  respec t of an acqu i s i t i on of i n forma t i on 
tak i ng p l ace before that  commencemen t un l ess 
i t  wou l d  have been owed i n  respec t of tha t 
acqu i s i t i on i f  t h i s  Ac t had a t  a l l  mater i a l  
t i mes been i n  f orce . 

1 2 )  Sect i on 1 9  has ef f ec t  i n  r e l a t i on 
to cont r actua l unde r t ak i ngs g i ven before or 
a f ter t he commencemen t of t h i s Act . 

1 3 )  Sec t i ons 1 0 ( 1 )  and 1 9 ( 1 )  have 
e f f ec t , however , on l y  i n  re l a t i on to a 
d i sc l osure or use of i n forma t i on t ak i ng p l ace 
a f ter t he commencemen t of t h i s  Ac t ;  and 
accord i ng l y  not h i ng i n  t h i s Act a f fec t s  any 
cause of ac t i on accru i ng before t h i s  Act  
comes i n to for ce . 

1 4 )  The L i mi t a t i on Act 1 9 80 , c .  58 
sha l l app l y  i n  r e l a t i on to a c l a i m  for 
damages i n  respect of men t a l  d i s t r ess 
suf fered a s  men t i oned i n  sec t i on 1 4 ( 1 ) ( b )  of 
t h i s  Ac t as i t  app l i es in r e l a t i on to a c l a i m  
for damages i n  respec t o f  persona l i njur i es 
w i t h i n  t he mea n i ng of tha t Act ( r eferences to 
" i njury"  and cogn a t e  expres s i ons i n  t h a t  Ac t 
be i ng cons t rued accord i ng l y ) . 

( 5 )  Not h i ng i n  t h i s Ac t a f f ec t s  t he 
oper a t i on of s ec t i on 1 of t he L aw Reform 
( M i sce l l aneous Prov i s i ons ) Ac t 1 9 34 , c .  4 1  
( s ur v i va l  of causes of ac t i on aga i ns t , or for 
t he benef i t  o f , a deceased' s es t a t e ) . 

22 . - - 1 1 )  App l i ca t i on t o  t he Crown . Th i s  
Ac t s ha l l  b i nd t he Crown , bu t as reg a rds t he 
Crown' s l i ab i l i t y i n  tor t sha l l not b i nd t he 
C r own f u r t her t han the Crown i s  made l i ab l e  
i n  tor t by the C r own P roceed i ngs Act  1 94 7 , 



Sec . 22 , 2 3  

c .  4 4 . 

1 2 )  W i t hou t p r e j ud i ce to the gener a l i t y 
of sec t i on 2 1 1 1 )  of that A c t  ( na t u r e  o f  
r e l i ef i n  pr oceed i ng s  b y  or ag a i n s t  t he 
C r own ) , references i n  sec t i ons 1 5  a nd 1 6  o f  
t h i s  Ac t to t he g r an t i ng of an i n junct i on 
r es t r a i n i ng a defendant i n  proceed i ngs for 
b r each of con f i dence sha l l , i n  re l a t i on to 
t he Crown wher e  i t  i s  a defendant i n  such 
p r oceed i ng s , be read as r e f er ences to t he 
g r an t i ng of such equ i va l en t  dec l a r a t i on w i t h  
respec t t o  the r i gh t s  o f  t he p a r t i e s a s  t he 
cou r t i s  empower ed to g r an t  by v i r t ue o f  
p rov i s o l a )  to t he s a i d  sec t i on 2 1 ( 1 1 .  

2 3 . - - ( 1 )  C i t a t i on ,  commencemen t  and 
e x t en t . T h i s  Ac t may be c i t ed as t he B r each 
o f  Conf i dence Ac t 1 98 1 . 

( 2 )  T h i s A c t  sh a l l come i n t o  for ce a t  
t he end of t he per i od of t h r ee mon t h s  
beg i nn i ng w i th t he day o n  wh i ch i t  i s  pas sed . 

( 3 )  T h i s  Act e x tends to E ng l and and 
Wa l es on l y .  
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