there was never any

It follows that fer this parcel the

ault is also July 10.

these reasons | answer the guestion of

holding that on the [aets found and the
on of the contrac the seflers are

liable to the buyers in damages for non-
fulfilmen: of the contract and that the date on
$ Mﬂtmﬂk:l‘ﬁrin:mmh:mmiw

law

thie purposes of calculating damages is Jaly 10, [
aphold the asard in par. 20 of the special case,

&\HWM-UCL&F
S

¥,
G. D.SEARLE & CO. LTD.
ANDG.D. SEARLE & CO.

Before Mr. Justice GRAHAM

In My, ]HJ_E_..llu_:ﬁr_murlhmdg
defendamin, a life-saving drugs oFgans
compownd called dis . base. and the
number SETAL was ied 10 il. In Decemiber,
I'Ml, S. made a nuwmber of dérrvalives and
particular, disopyramide phosphave which was
#iven ihe mumber SC1I937.

On Feb. 3, 1964, the plaineilTs and |h|r_.|::'u|'|d

1n emiered e an spreemenl which, by
gl, 1, gave ik plaingiffs the opuoa bo iake an
eaclusive licence throughoa! the world except in ihe
Linmed Seaies snd ierruories under it purisdicison
and conirol, (o use the base compoursd SETIN].
Clause 12 provided inter alia;

Aay clamim o conifovesyy Between (he partics

. o o in CONREchion with dkis Cplion agreemend or
the bresch thersof, which camnol be setiled
sarisfactonty carrespondense  Gf  Eutesd
confererce shall be determingd by arbsiradsam . . .
The plaintilfs exercised the option on Dee. T, 1965,

lwmumwmnmm:::::
“Rythmodan™ in vanious countries mcluding

! werond defendanty  sold
SC1395T ender the mame ‘“Norpace™. The (s

sglling ond distributing the second defendanis’
progducts ihroughou the UK.

The plaimills proceedings for the
infringemeni of ihe UK. patesi ander which they
claimed 1hey had exchailve righis 1o preveni the
mmpertation of the phosphate, The flrs: defendants

T R
Om Jam. 20, 1977, the mnfmq;ﬁﬁ:

an us¢onditionsl mppearance 0 @ wril
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i, 1578, issued by the plasncifi, bui
rﬂmlbﬁmk&l&mlumm
botk defendents gave formasl potificstion 1o sy
e proceed ard by & summons dased Feb, 17,

1977, applied for an order that all [urber
w.whmﬂd ol
plaintiffs and defendamis

ihe Arbsirsibon Act, 1975, in the
that fnherent jurisdiction, & way of the
boah defendants ought 1o be granted
wan no difference betwesn thiis respestive
soms which would justify rthe actiom being
allpwed 10 conpipmie againss one of 1hem wenarneely
tul not agains the ocher (seep. 230, col. 1

{1 there was oo feason why (b worda " clalmisng
throwgh o umder™ 5. | ol 1he 1973 Agx, should be
mmumruluuﬂﬂﬁ;‘rm
Qe Hm‘l‘ m-ﬂ-l.l

armicles it hmd obiasned from ansd
ordered 1o sell by its parem {sere p. 231, col. 1)
and the defendamis and 1kesr sotions were so closely
relased on the [mcis in this case chai i@ wosld be mght
to hold that the subsdisry could establish 1 was
within the purview of the srbiiration cause, on the
Bsis tha @ was “'claiming through or under™ the
parent 1o oo what in fact o was doing Oee p. 231,
eol. 1e

a4 in the cecmimnstances afl the prosil case, (he
forwi delendants had not taken any step it (B aEton
joch 23 1o debar them from relief by way of say
faee p. 132, col, 1) mnd since ibe meDute was
comenaplalng some poallive a5t by way of aoffence
on Ihe parl ol ibe defendant, rasler chas merchy
partyimg 4 blons by vhe plaimisl]. parsaslarly where
the altack consmied in asking for an imlerlocutody
imjanciion, the delendasis were éniltiled i a siay
umdier 5. 1 af the 1973 Act (e p. 231, col. Ik

e tieters Lid. v. Plaza fueewshuwry) Lid
(19407 1 Adl ELR. 151 and Zalfeoff v, Hommonad,
(1H98] 2 Ch. 92, comuidensd.

Judgment for the defendanis.

The following referred to in the

L. [1973] 2 Lioyd"s Rep.
436

.-EIPI;J] 1 Ch. T3Z;

¥,
1500 | AE.R. 151;
v, Hammond, [1898] 2 Ch. 92,

PUrsLan

1575, or under the inherent jurisdiciion of the
Court, on the grounds that the plaintiffs and
defendants had, by an agreement in writing
dated Feb, 1, 1984, agreed to refer 10
arbitration the matters in respect of which the
mction (8 Beo . The first defendant is &
wholly -owned lish subsidiary of the second
defendant, which is an American Corpofation.

The matter refaiss to a series of new life-

Plaza (Queensbury) Lid.,




and | will i Hh:uptlm wis exercised on
hereinafier refer to it as ““Searks (LK), D 7 the plaintifls.

The dispute arises as follows, as will be seen w-nl:l:l:dnu:lm-i:n:ulrmh:d'
from the evidence and in particalar the affidavit 1 option agreemeni, which reads as
of Mr. Mallows dated Feb, 17, 1577, 5-.--.:1||.-i
(US), the American company, is engaged, inter :r claim or controversy between the
alia, i the manufacture o herels in connection  with this
preparations. I sells s products | ]

cotlings between the plaintifls

ad=nls in the action, and from the

h.- - - lh.lt:nhllnr 1945, an
ﬂIﬁHrEuu:mlhﬁlud

¢ number SETO31 was 1o that
. it was found 10 have valuabie
; it propertics, and in particular & was

atb in the suppression of irregular heart

Tvidi The evidence in the interiocutory
prbdmdmp:huwuﬂml'lnlhl.tnullﬁb
saving drig.

In December, 1961, Mr. Saue made a
number of derivatives of the dilsopyramide base
:m:ltnprtn:uh: hui:ﬂmphueﬁm
o which the number SC13957 has been
number of

the samo 1ype
m pphi [UE] ll!1 f s
ere by patent applications. Lo fact pavents
have been obtained in the following eouniries:
Umited Stales Uu]u:lll:Ln,ldnm
France Adasiralm
Belgium Canada
Ceermany South Africa
Singapore
In 1963, the plaineiffs, who are a French

company, and Searle (US) entersd o
negotintions relating 1o the licensing of the
plamtiffs to mandfactufe @nd s the base
o SET03] outside the U.5.A. As a
resuli of these discussions, an ophon agreemenl
was entered into between them, but it should be

mnoied that Sexrle (LK) was not o party to this

OPTION agreemend or the breach thereol,
which cannot be settled saus(aeiorily
corfesponidence of mulual conlerence shall be
determined by arbilratios in accordanes with
the rules of the laternational Chamber of
Cammefce,

Az a resolt of this enl, the tifls
have nﬂﬂﬁdﬂhﬂpywuuﬂd:hlu H.-ﬂl'mll!

nume “Rythmodan™ ai least in the following
United Kingdom South Africa
lialy

Belgium
France Netherfands
Spain Braxil
Mexico

Mearwhile Searle (US) and a number of s
subsidiaries have sold disopyramide phosphate
under the name of * *, In particular
Morpace has been introduced, in addition to the
U.5.A., into the following countries:

Url.ll:d Kingdom  Switzerland

pateni
Kingdom, Soumth Africa, Germany and
Agsiralia, but not bh the other countries just
ammed,

In 1973, Searle (US) agan considered the
Imd:nflh: 1 with the

3
g
g
E
B
ﬁ-h

3
{1
-
i
|
i
e

uuphmphmimhmlhmlhemmnfmﬁr
lpnmutlndthﬂuﬂn’th:wmhﬂiw ﬂ
Ing

Ulhq.l :T;thd. o hTJnI
Kingdom on lI"'Jﬂl.ll:,-.:li 1976, and %m
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Rowssel-Uickal v, Searle

that the plaintfls warned the Hmd-nnu IEII
proceedings 1

I will I:: appreciated that the plaintiffs® right
1o suc @ exchusve licensoss s based on the
Paienis Act, 15949, 5. &3, and in this case it is
u::n:dlwmm:hthuﬂ:“:
and the phosphade fall within the words of ©
claims of the English patent.

The present procesdings
daged I-ﬁ, 1976, nat bath
Th-lhf:l:-.ll.!-tﬂld n:!hi}ﬂm
nol on the second defendants. On
hoaever, I::du“T:yiu

Anoe 50, X

n this respect is different in the case of
defendaris, sinoe the wiil was served on
irst defendants prior to the notice of
for am interlocutory in *;u.nmnu
dated Sept. 10, 1976. The fira
resisied these ings in the normal way by
putting in evi and ing in Couri; and
the hearing before me 1 place in December,
1976, judgment refissing an injunction being
given on Dwe. 16, 1976

It s argued by the plaintiffs hene that the Tirst
defendanis by such action have disqualified
themselves from being able 1o ask for a sty
wander s. |, their action in so resisting the
imjunciion amounting (0 a sep in the acton
within the meaning of the section,

Such Illﬂl.'lt the redevamt facts for present

10 consider the
b:plpunhmmlull;h ol 1 fmcts and the
arguments of counssl. Section (1) of the

Arbitration Act, 1975, reads as follows:

If amy party 1o an arbitration agresment (o
which this section applies, or any person
claiming through or under him, commences
any legal procesdings in any court dgain any
ntlru' 1o the agrecment, of any person

%m under him, in respeci of
any malter agreed Lo be referred, any party to
the proceedings may at any time alter
appearance, and before delivering any

Smhnn I} of the Arbitration Act,
therefore applies toat.

At this point it may be useflul (o note that one
.pru:: zfl'n:n-nl':lu.ll.rhimdnn Act, 1975, s 1o
m has obtained a Convention
M-mlm it and it will be enforced by
our Courts, except in those cases where it may

refused in mrdlm: with lh: provision of
5. I

uuﬂndium:hudlqntmanjmm
eneral object of the Act is to give effect 1o

T

note u-.: words al the end of s.-1(1) af the Act

“*shall make an order staying the proceedings™,
which are mandatory nary.

Reference shows that the 5ih report of the
Private Internntional Law Committes dealing
Forsian 4s dated Ociober. 16,

Ar AT v '
in par. T on p. 4 stated as follows:

Hritish bosinessmen have long sought by
s et it vl tht T 3
expense ch i car |
M:ulmnlﬂdhli:i;uhlhnfmt[m‘:h
courts and to a great extent they have
succeeded  with making  interpational

commercial contracts
mmﬂtUumdlhuldu:"m
systems of  imernational  commercial
practised in the Chy of London
and in other centres of workd trade are largely
the result of private enterprise and in order 1o
funciion smoothly they need legal recognition
and this can be insured only by international
agreement. Arbitration in international trade
can be impeded if national courts are free to
llmtrbhmumdlmmw
assume jurisde ovel matters cowered by
arbitral agresmenis.
um;--ﬁlutnudlmtadsﬁlngdmm

e B 4Bl

—
MNew e




phmpl'llt: then it is obvious that the plasntiffs,

licence &5 im cl. | expressed 1o by
'ﬂﬂl.lﬂ'_l‘ti'_ﬂ'llﬂﬂ:ﬂ'h" that is, Searle (LIS
§ CKi

couniry. There is therelfore, &
a distinc peasibility of 8 number of patent
actions Tounded om different palents with

are compelled 1o have the whole matter and for
Ilmunl!iudﬂ?d!ﬂl'-ﬁ arbitration procesdings.

This, the delendants say, Searle (U5) and the
plaintiffs agreed by cl. 12 10 do, no doubt for
the: m remonn of avoiding  such
di.rﬂ::i-l:zt. e the parties have thus chosen
thewr forum they ought, say (he defendants, if
possthle, 1o be conlined 1o it and not allowed ta
prosecute other procesdings eluewhere.

It was disputed in argument as (0 how far
csioppe]l might be effective in respeci of
E:wu:huﬂnmﬂnllh:m:mmdlnmn
several actions arbitration
procesdings in the event of them running
simultaneowsly. | do not think it 15 necsssary (o

come Lo any conclusion on this point, because it
mu. Hlildlﬂ:lml.ﬂ‘;ﬂﬂl.ll[lﬂﬂﬂlm
me beyond q_unn :h.'lt the

dlpﬂ:lﬂm of are
hiﬂlmut i it m bhe
wnuludmlhmllmﬂuuluﬂlh:rm‘:r Al the

it connection, Mr, .i.ﬂm- in dealing in

with the inherent jurisdiction of the

Court to stay (that is, apart frem the
Arbitrwtion Act, 1975 and now emshrined n
s. 41 of the Judicature Act, 1925, cied a
number of cases, including in paricular the
Arlgntic Str v. Boma Spes case ([1973] 2
Lioyd's Rep. 197; [1974] A.C. 436). I find this
case helpful and in partscular 1he conclusions of

Lord Wilberforoe on pp. 207 and 46d onwards, -

where he stales thal the words “*lrivolous and
wexatious ' ane mblmd:rh' |nmm:t:dlndll:l:
2 tlupl.th.li'l'md:lﬂn‘ﬂuu]ﬁ
advantages [o 153
the defendant.

Hmnu;ﬂllh!ﬂlllﬂffhﬂlﬂmn“ﬂ

be able 1o get putomaiic discovery which he willl |
nol be able (o g&t in the proceedings,
which have been Wwﬂmm|
an application for and arbitration
filed with the Intermational Chamber of
Commerce on Dec. 10, 1976, The position in
regasd io procedure in arbicration proceedings
in Sweden is deali with io some extent in the
affidavin of Me. Siaffan-Berphng and it seems
that mutomatic discovery in the sense of English
law is not available, bul he goes on Lo poing oul
that assistance may be obtained from the Couns =
if evidence is not forthcoming voluntarily =%

The present dispule depends 1o & large extent
on the pure guestion of construction of the
licence and discovery would seem Lo me Lo be
unlikely to be of importance in solving mu
er s h:rh.in:.i-rﬂ loss hmt i
AsSESSIOG | L 3 an ﬂunpum
that win, bui | Find it difficult 1o think that
as arbitrator would not be able, if
necessary, bo invile Lhe assisiance of the Court
0 obdain the necessary material from the
defendants, even if they were unwilling i the
first instance to give il. 1o =nable him I!nlﬂ'l\'t
8 & pro award of . | therefore
discount the plaintffs" argument on this paint.

O thie other hand, 1 think m:dﬂmduu will

undoubredly ht Iilhh m incur
EXIFL EXPEnLE
Inerﬂﬂrm

iu'ru ) dnlnll lr.ll"l
lnm:dr.rmr:
o fighting arbitration

Y24
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I have 1o fighi a patent action in this couniry.
This will be greaily aggravared if the plaintifls
bthnu:mmndn:hﬂtdnmblndun

breach of contract in some and possib L!I.l.r their LS ¥ they are a different

; number af the other Ilﬂmuml-uw entiny parent and cannot be
nala I

+ rnee lience runs. In spite of beh succes e be a to the

s Laddie to do 50, the plainti l'l'n:l‘: Ln contained in the licenoe

give any undertaking nod to start such other
acticns, In any sevent however the disadvantages

is io be beiween the plaintifs
parent only.
1o the defendants following the refusal of a stay | v0 me that it might be possible to

af the pladntaf fs i1 it ds gramed.
I therefore conclude that, apart

seem o me clearly to curweigh the adwant

ith same [orce that in an agrecmenl such
the preseni, covering all coustries of the
-ﬂ.ﬂ_iuﬁtﬁm&u’tﬂmnﬂunuﬂﬂl

fram the Arbitration Act, 1975, i@ conditions and practices, it was a
of :I:u: ml:ru'-m jurisdiction a stay implication that e {UIS) should bemm
endants ought 1o o sell through sebsidiaries if, w}un and where
-Ellt.ind.lhl.llhﬂthllﬂm ween | it wanted 1o do so for 1ax or other Eﬂrpntﬂ
rhelr ive posithons whi justify mmn:wmﬁn{hnwu-ﬂu“ad Iu;_unn
the action being allowed 1o o one | more about it. Can they, Searle (UK), then
Lﬂ"“ﬂ'ﬂ' separately Bul nol wgninsl the other. m*h'i].:fquu'ﬁ as ":mm:%hw ar
. Though it Is nots REtessary in view of PRSNC-EORpR, R A P
B P 1TTS the above fof me 10 {j’ the application on ¥0 e apremment
g = the basis of the tibn Act, 1973, | do so There is no decisive authority on this point

% shortly, on e
nn:ppul}

Frenl jurisdection.

ion that | may be held
g in my grant of a s1ay on

priwni points here as they emerged tn

that the section i mandatory as o
3l & siay if the conditions are fulfilled.
npditions are, lirsl, that the person asking
stay musi be a party to the arbitratkon
enl or muost claim “‘throwgh or ender"™

a party, and, secondly, that such person

= appearance and before defivery

proceedings ™.

therefore, as | read the section,

» must make his application for a say

*after
of any

pleadings or tfaking any other steps In the

All these conditions are, | fnd, folfilled by
the second defendants Searle (US) and 1 would
be bound 1o

grant a stay of the action agains them.

were named origmally as
writ, they were not served with the

nothing was allsged agains
statement of claim, and presumably

them in

; Mr. Aldous tried 1o exclude the grant of such
- a stay on the basis that, although Searle (UIS)
defendanis on the

writ and
the
therefliore

that they ought not properly 1o be regarded as
pamies 1o the action, In facl, as already stated,

Searle (US) ocentered an
appearance and therefore under O. |
mist be deemed 1o hove been duly

unconditional

0 the writ
scrved on

them. Even thouogh they were nod pursued
further in the statement of claim, | do not see
Mﬂinnﬁnmﬂqmmmﬁﬂ

be regarded as properly being

partics to the

action, and therefore within the coniemplation

af 5. | of the 1975 Aca.

The question then arses whether Searle (UKD

which covers the present case, although the
wards seem to have been included in the various
Arbirration Acts for some time. On pp. 143 and
144 of Hussell on Arbitration. 18th ed., the
expression “‘claiming through or wnder™ is
showm to inslade the instances of an assignes of
4 contract coniaining the arbitration cluim, of
the peruonal representatives of o deceased party,
and of the trusiee of a bankrupt. 11 apparen
has been held 10 exclude the morigagee of the
share in a partnership of a pariser iy respect of
whom the parinership has boen desermined,
because ii was said the mongages's right 10 an
account was independent of the deed. I was,
howewer, held 1o inchede the insurers of a motor
vehicle who siood in the shoes of their insured
in respect of & policy containing an arbitration
clause in refation o which an action was also
begun. The action was stayed.,

The line between those within and those
outside the words has got to be drawn
somewhere. Mr. Aldoos o Lu'uu'luﬂrht
phrase was wery narrow in scope and for
practical W%nﬂnm 1o such mﬁ;
assigness and rEpTosETiaives., .
Laddie argued For a wider scope, and'wide
enough ot least to cover a whally owned
subsidiary sefling on behalf of and by 1he direct
authority and under the copirol of iy parent.
Mr. Aldous argued that an entirely independent
third party could not claim the benefit of the
phrase merely because, for example, as a
customer, he goods from Searle

ﬂ;nﬂs;l: thizs lﬁﬁtﬁlﬁdun an th:

independent party, though Ipag-ebeldmrll:

legal entity, in this sense,
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Cimaran, J.] Houssed-1ctal v. Searle N\ [1678) Vo, |
Searle is far all \d al

Searic ‘LL‘.:]IJI'[HTH and Is in fact fo a :;:Ennﬂhl?r a

the of the latter, In the case af nturtﬁl'nlpp{hdu

through or under™”, and that & stay was

The argument does
claboration, but | sec

words in the Ao shoold be 2]
parrowly a5 o exclude y-cramed
v claimi a right to

from

squally at fault. But, Ifrh:
3, it seems only comman sense
should be ¥ blameless,
- are, in m
o closely related on the facts in
: would be right 1o hold thar the
'I.l.l'_'nl can esiablish thai it s within the
purwiew of the arbitration clauss, on the basis
it iz *claiming through or under' the
parcnd 1o do what & is in fact wheiher
mmately held io be wrongfol or

There remains the question whether Searle
resisting the interlocutory
in December, 1976, took a step tn
th:mmtlﬂmmlmmm-uﬂmy
ul'phdh:..ﬂ;iln..mﬂmnrrnnmh:pnml
sparse, but | was referred 10
Hammonad [1898] 2 Ch. 93, where i was Iu:ld
that the mere filing of affidavis in answer 0 8
motion for a recsiver in am action for
dissolation of hip was not a “'step in the
* within 5. 4 of the Arbitration Act,
(889, The ratio decidend] of the judgment of
Mr. Justice Stirling is at the bottom ol p. 94 in
the following words:

In fees & Barker v. Willons, Lord Justice
Lindley said: “The authorities show that &
step in the proceedings means something in
the narure of an application to the court, and
not mere talk between solicitors or solicitors”
clerks, nor the writing of letiers, bui the

taking of some step, such as wking out &
FUTEIETCINS 07 of that kind, which i1,
in the m:tu:il semee, a sep im the

—mﬂdhmuh.Mhuhﬂnm
Jedided in Ford's Hotel Co. v. Barleil. In
Marine Poloce end Pier, Livriled v.

"‘& Wondhouse before Mr. Justice North the

motion was ardered (o stand over 10 the trial,
and [t does aot appear whether affidavies had
been filed or not.

mmuu.ﬂfmdmb; Ahhl.l.ul!'

some m

Plaza JLH.IIM]IMJE..II. I!-l

where Hmﬂuﬂmmmlm

mui'.l:r llﬁﬂfiﬂﬂmll'lﬁnll]m-ﬂl
filed an affidavit and claimed they had a

ddmmthu:ﬂmﬂnhuhn to

sign w: |b7 dd’lld.l.rllll l::
plied for a o sction
mnltﬁumﬂm It weas hedd that

the defendants had taken a siep in the action
when opposed the summons for leave to
sign i judgment before the Masier. Lord
Justice Goddard, s he then was, also siated ar
p. 156 that, if the defendants had originally
taken out a summons to stay ol the same tme g
opposing leave 1o sign final judgment, and had
i 7 R Sadmant, Bt Souh o
the signing i ent, he f not
1o be considered as having taken a step in the
action, as ke had dome all he could to get the
action referred. 1i was, however, emphasised
that a defendant who is sued, if he wanis an
action sayed, ought to take ouwt a
application to stay as =000 0y possibile.

mnmlﬂrmhﬂ{mnwinjm.ﬁu:hl
remedy against a def

necessary whether the action was ultimately
stayed of not, in order 1o preserve, for example,
the property the subject of the action in the
meantims: and, a4 a practical matter, in such &
nu:u-wﬂmh:nd’lmmmlh
application to stay was made befare, at

same Tim HNIMMW%
Here it s not
Whmm d
surpnse

®
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