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LEXSEE 1985 UJS DIST LEXIS 14140

ABBOTT LABORATORIES, Elait_ltli'f, v. AIRCO, INC,, ¢t al., Defendants.

No. 82 C 3292

UNITED STATES DISTRICT COURT FOR THE NGRTHERN DISTRICT OF
ILLINOIS EASTERN DIVISION

1985 ULS. Dist. LEXTS 14140

November 5, 1985

LexisNexis(R) Headnotes

OPINIONBY: [*]]
ROVNER"

OPINION:
MEMORANDUM DECISION AND ORDER
ROVNER

This matter i5 before this court on both Abbott's and
Airco's respecttve claims that certain documents, sought
to be produced by the opposing party, are protected from
disclosure by attorney-client privilege or work product
immunity. . The attorney-client and work product
privilege claims involve literally hundreds of documents
demanded by both parties. The district court agreed,
however, to expedite Teview of 11 nl contested Airco
privilepe claims and five contested Abbott privilege
claims because these documents were relevant to certain
depositions which had to be adjourned pending
disposition of the privilege claims. This memorandum
first will discuss the general law governing these claims
and then will treat each claim individeally.

nl The disfrict court originally agreed to
review 13 contested Airco privilege claims,
Claims on document nos. 29 and 199, however,

are no longer a subject of dispute. See Airco’s
Memorandum in Support at 2,

This i3 a suit arising out of a license apreement
between Abbott Laboratories and Airco to sell and
market an inhalent enesthetic invented by Airco,
isaflyrane, in countries outside [*2] the United States
and Canada. The dispositive issues are whether either
side breached the exclusive license agreement, in
Abbott's case, by its alleged failure to attively market
and sell isoflurane; in Adreo's case, by its alleged
unlawful intrusion into Abbott's exclusively licensed
territories. Airco, Inc,, is a Delaware corporation with its
principal place of business in Montvale, New Jersey.
Abbott Laboratories is an Illinois corporation with its
principal place of business in North Chicago, Illineis.
This court's jurisdiction rests on diversity of citizenship.
2BUSC § 1332

1. Choice of Law

A threshold question on this motion is whether New
York, Ilinois or federal law appliee to the privilege
¢laims. Here, the contract on which this law suit i3 hased
containg a choice of law clause which states, "This
Agreement shall be decmed to have been made in and
ghall be construed in accordance with the law of the State
of New York, U.5,A." Thus, any questions regarding the
substance and validity of the contract are to be resolved
by New York law. Although the parties are given broad
discretion to stipulate the substantive law to be applied to
their dispute,” id [*3] . at 531, discovery questions as to
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whether a particular individual has a right to exercise a
privilege and whether documents prepared in
anticipation of litigation must be disclosed are generally
questions pertaining to the procedural format of a case
rather than the substantive issues. Furthermore, it is well
settled that both the Federal Rules of Evidence and the
Federal Rules of Civil Procedure apply in diversity as
well as federal question and admiralty cases, Fiaminio v.
Honda Motor Co., Lrd., 733 F.2d 463 (7th Cir. 1984).
State law has little relevance to discovery in a federal
court, & Wright and Miller, Federal Practice and
Procedurs § 2005. We turn, then, to those sources for
guidance. '

A Attorncy—Chent Privilege Claims

‘According to Federal Rule of Evidence 501, to the
extent that state law supplies the rule of decision on an
element of a claim or defense in a civil action, "the
ptivilege of a witness, person, government, Stale or
political subdivision thereof shall be determined in
accordance with State law.",5ee 8 Wright and Miller at §
2016 (pocket parf); sce also Slakan v. Porter, 737 F.2d
368, 377 (4th Cir. 1984). This rule [*4] applies to
diversity proceedings. Fed. R. Evid. 110](c); Fed. R. Civ.
P. 26(b)(f). See also Armor Intl Co. v. Worldwide
Cosmetics, Inc., 689 F.2d 134 (7th Cir. 1982). This rule,
however, provides no explicit guidance as to which

- state’s law regarding privilepe is to be applied in a
diversity case. This court sits in Illinois yst it is New
York law which, under the contract, provides the mle of
decision on the substantive claims. The court concludes
that llinois law determines the scope of the
patties'attorney-clivnt privilege.

Federal courts have held that under Rule 501, a
district court exercising diversity jurisdiction nmust apply
the law of privilege which would be applied by the
courts of the state in which it sits. Sumuelson v. Susen,
576 F.2d 546, 349 (3d Cir. 1978); Super Tire
Engineering Co. v. Bundy, Inc., 562 F. Supp. 439, 440
(E.D. Penn. 1983); Buffington v, Gillette Co., 101 F.R.D.
400, 404 (W.D. OKa. 1980); Union Planters National
Bank v. ABC Records, Inc, 82 FR.D. 472, 473 (W.L.
Tenn. 1979). We thus look to Tllingis' law to determine
whether New York or [linois privilege rules apply. The
court coneludes that Illinois courts [*5] would hold that
in the present situation the attomey-clmnt privilege
claims are questions of discovery and evidence and that,
in determining the scope and validity of the privilege
claims, Tllinois law governs. See People v. Saiken, 49
N1L2d 504, 509, 275 N.E.2d 381, 385 (1971) (evidentiory
questions are generally govemed by the laws of the
forum); Ogdon v. Gianakos, 415 Hl 591, 596, 114
N.E.2d 686, 689 (1953) (procedure is the machinery for
carrying on the suit, including pleading, process,
evidence and practice); People v. Wells. 380 Il 347,
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354, 44 N.E.2d 32, 36 (1942) (questions of evidence are
governed by the law of the forum, and the same general
principle applies to the competency, admissibility,
quality and degree of evidence); Jackson v. Shuttleworth,
42 Il App. 2d 257, , 192 N.E2d 217, 218 (3d Dist.
1963) (rules of evidence are matters of procedural law
and depend upon the law of the forum), Thus, Illinois
law on privileges will be applied to the attorney-client
privilege issues before the court.

B. Work Product Privilege Claims

Unlike Federal Rule of Evidence 501, Federal Rule
of Civil Procedure 26(b)(3), governing [*6] the
discovery ‘of materials prepared in anticipation of
litigation (i.e., work product), does not contain a clause

requiring the district court in diversity actions to apply

the law of the state in which it sits. Thus, in accordance
with the principle that the Federal Rules of Civil
Procedure. apply to diversity actions and that state law

“has very little to do with federal discovery proceedings,

resolution of any work product claims will be made
under federal law.

I1. Attorney-Client Privilege in Illinois

llinois law states the classic versmn of the
attorney-client privilege:

(1) Where legal advice of any kind is sought

profesgional legal adviser in his capacity
az auch, (3) the communications relating to that
purpose, (4) made in confidence (5) by the client,
(6) are at his nsistance permanently protected (7) from
disclosure by himself or by the legal advisor, (8) except
the protection be waived.

Peaple v. Adam, 51 JI1.2d 46, 48, 280 N.E.2d 203,
207, cert, denied, 4092 U.5. 948, 93 8. Ct. 289, 34 [*7]
L.Ed2d 218 (1972). See Nieukirk v. Board of Fire &
Police Commissioners, 98 il App. 3d 109, 112, 423
N.E.2d 1259, 1261 (3d Dist. 193]). The person asserting
the privilege has the burden of proving its existence. .
Shere v. Marshall Field & Co., 26 Ill. App. 3d 728, 730,
327 N.E.2d 92, 94 (15t Dist. 1974). The scope of the
attorney-client privilege should be strictly confined
within the narrowest possible limits, Consolidated Coal
Co. v. Bucyrus-Erie Co., 89 Mll.2d 103, 118, 432 NE2d
250, 257 (1982) (citing § Wigmore, Evidence § 2291, at
554 (rev. ed. 1961).

Concerning corporations, the Illinois Supreme Court
adheres to an expanded version of the “control group"
test, whereby the only commnunications that are held
privileged "are those made by top management who have
the ability to make a final decision. . . , rather than these
made by employees whose positions are merely
advisory." The privilege extends to those "employee([s]

(2) froma
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whose advisory role to top management in a particular
area is such that a decision would not normally be made
without his advice or opinion, and whose opinion in fact
forms the basis of any final decision by those with actual
authority." [*B] Consolidared Coal Co., 89 Il.2d at
120, 432 N.E.2d ar 257-58 (citation omitted). The [linnis
version of the corporate attormey-client privilege is
considerably narrower than the federal version, which
recopnizes a privilege for"confidential” communications
between corporate employees who are not control group
members and the corporation's attomeys. n2 As applied
o the documents in question, however, unless the
comrmunicajor of the alleged confidential communication
i3 a member of the confrol group as set forth in
Conzolidated Coal, the documents are not privileged.

n2 The federal version is set out in Upjohn
Co. v. United States, 449 U.S. 383 (1981), where
the . Supreme Court expressly rejected the
"control-group” test and found that the scope of
the attomey-client privilege in the corporate
context must be decided on a case-by-case basis.
The Seventh Circuit has adopted the "subject
matter" approach "which would recognize the
attorney-client privilege where an employee not
within the control group of the corporation
receives privileped communications whose
aubject matter is within the scope of the
employee's duties.” IHingis Tool Works, Ine. v
KL Spring & Stamping Corp, 207 USP.Q.
806, 808 w1 (N.D. Il 1941).

[*9]

[I1. Work Product Immunity in Federal Courts

Work product immunity from discovery was
originally approved by the United States Supreme Court
in Hickman v. Tavlor, 328 U.5. 495, 67 5. Ct. 385, 9!
L.Ed. 451 (1947), and was subsequently codified in Rule
26(B)(3) of the Federal Rules of Civil Procedure. Under
Rule 26(b)(3), work produst immunity attaches (1) to

documents and materials otherwise discoverable (2)

which are prepared in anticipation of litigation or trial,
(3) and by or for another party or that other party's
representalive (including hiz or her attorney, consultant,
surety, indemnitor, insurer or agent). Work product
immunity attaches even where litigation has not been
threatened but is only a mere possibility. Upjohn Co. v.
United States, 449 U5, 383, 402, 101 8. Ct. 677, 689, 66
LEd2d 584, 599 (1981). The Rule provides that
ordinary work product may be discoverable only if the
party seeking discovery can show (1) substantial need in
preparation of the case and (2) that he is unable without
undue hardship to obtain substantial equivalent of the

materiale by other means. This substantial need test
prevents "an attorney from waiting while opposing [*10]
counsel does inveatigative work and then simply
requesting the fruits of such efforts via discovery.”
Eirkart v. Libbey-Owens-Ford Co., §3 F.R.D. 370, 372
(N.D. Ill. 1981).

Rule 26(b)(3) containg mandatory language that the
federal court shall profect against disclosure of the
mental impressions, conclusions, opinions or legal
theories of an attorney or other representative of a parly
concerning the litigation." This "opinion work product”
may not be discovered on a showing of subatantial need
and the inability to obtain the equivalent material without
undue hardship. Upjehn at 402, 101 8. Ct. at 68Y, 66
L.Ed 2d at 5%9. Upjohn, althouph failing to set forth a
standard when or even if such material could be
discovered, coneluded that a "far stronger showing" than

. was contained in the Rule is required regardless of

hardship, 1d.

IV, Contested Abbott Privilege Claims

The five docurmnents which Abbott claims are
pratected from discovery by the attorney-client privilege
are cettain notes written by Susan Mayer, then secretary
to Charles Baker, who was Executive Vice Prezident of
Abbott's International Division. Basically, these notes
transmit legal advice from [*11] Mark Barmak, Division
Counsel at Abbott, or are requests to Barmak for such
advice, Without having seen four of the five documents,
Airco makes several general nbjectmna to Abbott's
assertion of privilege.

First, .Airco contends that the information provided
by Abbott on its priviloge claims is too "sketchy”. Airco
cannot adequately address the issue of whether these
communications were confidential, whether the
communications were

made to attorneys for the purpose of obtaining legal
advice, or whether the communications remained
confidential,

The information provided by Abbott in its claims
list, however, is adequate, The liat provides as much
information ag i3 possible without disclosing the
gubstance of the information sought to be protected. The
privilege claims list sets forth the type of docurnent,
individuals involved, other tecipiants if any, nature of thc
document, plus the basis of the claim.

Airco's second argument is that Susan Mayer, the
author of the allegedly privileged communications, is not
a member of the control group, As secretary to Charles
Baker, a member of (he Abbotr control group, Susan
Mayer was acting as a ministerial apent of either counsel
itparting [¥12] legal advice to a member of the control
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group or top manmagement requesting legal advice. A
recognized exception to the rule that the commumnication
must be directly between the client and attomey is for
ministerial agents of the aftormey (such as cletks,
secretaries ang stenographers) or of the client who
facilitate  transmission of the  communication.
Furthermore, "[t]he client's freedom of communication
requires a liberty of employing other means than his own
personal action. The privilege of confidence would be a
vain one unless its excreise could be thus delegated. A
communication, then, by any form of agency employed
or sef in motion by the client is within the privilepe.” 8
Wigmore § 2317 at 618 (McMaughton rev, 1961); 8
Wigmore § 2301 at 583, See People v. Knippenberg, 66
M 2d 276, 362 NE2d ¢8! (1981) (client's
¢ommunicalions to attorney's agent privileged), People v,
Ryan, 40 1l App. 2d 352, 356, 189 N.E.2d 763, 765 (3d
Dist. 1963} (the attorney-client privilege extends to the
elients communication to an agent for transmission to the
attorney), rev'd on other grounds, 30 IlL2d 436, 197

N.E2d 15 (1964). All of the documents indicate that '

Susan [*13] Mayer authored the notes at the behest of
Charles Baker sccking legal advice, or Mark Barmak
imparting legal advice. Thus, on this ground the
documenis tetain their privileged statua.

Airco's third contention is that summaries of legal
advice cannot be

privileged because the allomey-client privilege
protects a client's confidences, nol a lawyet's advice.
Alrco's assertion s ill-founded. Clearly, memoranda of

information or advice directed to or received from an -

attorney, prepared by an agent of the client or altorney,
as a record of that advice or request, are protected by the
attorney-client privilege. That the notes simply highlight
or outline relevant pottions of the advice should in no
way defeat the privilege. See C.N.R. Invesiments, Ine. v.
Jefferson Trust and Savings Bank, 115 I, App. 3d 1071,
1074, 451 N.E.2d 580, 582 (3d Dist. 1983); c.f., Hlinols
Tool Works, Inc. v. K.L. Spring & Stumping Corp., 207
USP.O 806, 807 (ND. 1l 1980) (intra-corporate
commumications recounting legal opinions and advice of
counse] held protected).

Finally, Airco azserts that if Ms. Mayer's documents

reflect destruetion of evidence or any other fraud, then
there is [*14] mno basiz for a velid privilege claim.
Although it 1s true that incidents of discovery abuse may
justify overriding privilege claims, In Re Sealed Case,
734 F.2d 395 (D.C. Cir. 1985}, a review of the
documents reveals no evidence of legal advice given to
perpetuate a frand and the documents do not reflect the
destraction of evidence. Absent further showing,
Abbott's claims of privilege are not defeated on grounds
of fraud. '

VI. In Camera Examination-Rulings ,

‘Under the above prihciples, the court has examined
the documents submitted in camera and makes the
following rulings:

Do¢.1112-Privileged.
Doc. 1375-Privileged.
Doe. 1505-Privileged.
Doi. 1680-Privileged.

Doc. 1680-Privileged. (This document is already in
Aitco's counsel's possession. Abbott now has demanded
that it be retumed. According to Airco, it was
inadvertently given to them which may trigger a waiver
of privilege. Abbott contends that it was given to Airco
under the express condition that any claim of privilege
would not be waived, This court has taken the view that
truly inadvertent disclogure during discovery does not
waive the privilege.)

V. Contested Airco Privilege Claims

Abbott has [*¥15] challenged Airco's privilege
claims on a series of documents involving two
deponents, Donald Reich and Hume Matthews. Reich
was the president and chief executive officer of Airco
from 1979 to 1983, Prior to 1979, from 1973 t0 1978, he
held positions in Airco as senior vice president and
executive vige president, In these positions he obviously
meets the control group criteria set forth in Consolidated
Coal, Matthews, according to Aireo, is presently an
outside attorney for Airco. He is a partner in a law firm
which specializes in intellectual property law. Atrco
assorts that since 1976 Matthews has been consulted as
outside counsel on @ regular basis conccrning, this
dispute with Abbett. Prior to 1976, Matthews was
Director of Patents, Trademarks, and Licensing at Airco.
While an attorney with Airco he negotinted numerous
license agreements, including the apreements at issue .
here,

With respect to these claims of privilege the court
rules as follows; :

a) R.16, R.18, R.19, R 20.

Theso claims are multiple copies and excerpts of a
draft of an internal memorandum on the FDA's position
on testing isoflurane for carcinogenicity, The

memorandum was drafted by Edward Mashek, then
[*16] Regulatory Affairs Attorney at Airco, and signed
by Donald Reich, then senior vice president and
executive vice president of Airco. The identity of its
addressee is Mr. Mashek. The identity of other recipients
is unknown. Airco asserts that the internal memerandum
represents communications between the executive vice
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president of the corporation and corporate counsel and as
such are attorney-client privileged.

In support of its challenge to the privilege claims on |

these documents, Abbott asserts (hree principle
objections. First, the communications are not privileged
because they contain no confidential information
communicated or legal advice rendered. Second, the
documents were preparcd or received by corporate
counsel acting in his business rather than legal capacity,
Finally, Abbott asserts that Airco failed to meet its
burden to prove that the communications were
maintained within the control group because Airco
represented that exactly who received the documents was
unknown. ‘

In order to avail itself of the attorney-client
privilege, Aitco must at a minimum show that the
communication originated in a confidence that it would
not be disclosed, was made to an attorney acting in [*17]

his legal capacity for the purpose of securing legal advice

or services, and remained confidential." Consolidation
Coal, ar 119, 432 N.E.2d at 257. The privilege does net
apply to communications discussing business advice
instead of legal advice. CNR Investments, at 1076, 451
N.E.2d at 583 Accord Matter of Walsh, 623 F.2d 489,
494 (7th Cir. 1980). Furthermore, in order for the
communications between the attorncy and his corporate
client to be privileged, the attorney must be acling in hia
capacity as a professional legal advisor rather than &
business advisor at the time the disclosures were made.
Consolidated Coal, at 89, 1N 2d, 432 N.E.2d, at 257.
Accord fn Re Shapiro, 381 F. Supp. 21, 22 (N.D. Il
1974). Finally, where there is no indication as to whom
the memorandum was ditccted, it cannot be said that the
comnmunication remained confidential and was omly
directed to membets of the control group of the
corporation asserting the privilege or was prepared with
the intent that the same woild remain confidential. CNR
Fvestments, 115 HI App. 3d ar 1076, 451 N.E.2d at 583.

Document R.16, a five-page document, appears to
be a portion of the internal memorandum [*18]
discussing the legal and business options of Airco in
response to a letter from the FDA. Paragraphs 2-7 of the
documnent contain  legal alternatives whereas  the
remaining six paragraph: address business alternatives.'
In its Navetber 1984 description, Airco indicated that it
did not know who the addressee(s) of the memorandum
was or whether there were any other recipients. In its
subsequent Index of Wotk Product and Privilege Claims,
dated April 2, 1985, Airco stated that Mashek reeeived
the memorandum but it was unknown whether there
were any other recipients. Thus, to the extent Airco has
not indicated whether other individuals have received the
memorandum it has not met the "contrel group” test
threshold requirement that it show the communication

"was not disclosed except to certain authorized partics,
i.e., the 'control group' of the corporation." Id. Thus,
R.16 is not privileged and should be disclosed. '

Document R, 18 is sitnply a photocopy of pages 1, 2,
and 5 of R.16. These particular pages contain the legal
advics" portion of R.16. For the reasons stated above,
howver, this document should be disclosed.

Document R.19 is simply a photocopy of pages 3
and 4 of B.16. These pagoes [*19] contain only "business
advice" and as such are not privileged and should be
disclosed.

R.20 is a different draft of document R.16 and
contains several different editing changes. None of the
changes affect whether a particular paragraph contains
legal or business advice. Thus, because Airco has not
met it burden to show that the document waa maintained
within the control group, R.20 cannot be said to be
privileged.

by R.35, R.A48.

These claims are memoranda drafied by an in-house
attorney reporting on confererices held between Airco

-representatives and represeatatives of the Food and Drug

Administration (FDA), The memoranda advise members,
of the Airce conttol group of possible actions by the
FDA. Airco claims that these memos represent legal
advice and that if Abbotts claims regarding the
summaries” of legal advice by Susan . Mayer are upheld,
Alrco's claims should be accorded reciprocal treatment.

In support of its challenge to the privilege claims on
thege documents, Abbott ¢laims the documents contain
no requests for advice of counsel, advice of counsel or
any other confidential attorney-client communications.
Additionally, Abbott asserts that communication by
lawyers acting [*20] as businessmen are not privileged
and that the confidentiality of the commnnications must
be maintained and not disclosed to third party. Abbott
coneludes that simply because a lawyer took notes of
converzations between corperate officials and third
parties does not make the communications privileged.

Abbaott's position with respect to these documents is
cotrect, and individual exarmination of the memoranda
indicates that neither  contains privileged
communications. Any communication by a client to his
attorney in the presence of a third person who is not an
agent of the client or his attorney is not privileged nor
would any cothmunication by the client to a third persen
in the presence of his ettorney be privileged. People v.
Werhollick, 45 IN.2d 459, 462, 259 N.E.2d 265, 266
(1970); In Re Busse's Estate, 332 HI. App. 258, 262, 75
N.E.2d 36, 39-40 (2d Dist. 1947). See 8 Wigmore at §
1311. Concomitantly, any summaries of non-confidential
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conversations by an attorney who was present during the
communications are similarly not privileged.

Document R.35 is a report prepared by Alrco
counsel to a member of the control group of a conference
between Airco and memberz of [*21] the FDA that took
place in April, 1976, The report contains no legal advice
whatsoever and is merely a summary of the discussions
and highlights of the meeting. Thus, since the conference
was between Airco and a third party, the FDA, it
contained no confidential communications and 2
sunmmary of the proceedings is not privileged.

Document R.48 is a momorandum prepared by
Airco counsel to the files summarlzing a June, 1977
meeting between Airco employees and members of the
FDA. The memoranda basically reviews the highlights of
the meeting and although it briefly mentions possible
FDA actions it contains no legal advice. The advice that
it does contain appears to be business advice. Thus, this
summary of a non-confidential meeting between Airco
" employees and a third party is not privileged.

Airco's comtention that these documentg should be
afforded the same treatment as Abbott's privilege claims
concerning Susan Mayer's summaries” of legal advice is

"incorrect. The Mayer documents imvolved notes and
summaties" of confidential communicafions given by a
client to its counsel or by counsel to the client.
Moreover, those communications were notes concerming
legal advice. Documents B35 and [*22] R.48 are, on the
other hand, summaries and minutes of conversations
which took place between the ¢lient and a third party.
The communications were not intended to be
confidential nor did they involve any legal advice,

¢) R.209, R.210, R.211

These documents are duplicate copies of an internal
memorandum  discussing several of Airco's defecnse
theories and options in this lawsuit (R.209, 210} plus a
cover letter to Mr. Matthcwa that accompanied a copy of
the memorandum (R.211), The document is a
memorandum to the files drafted by Mr. Mashek, then
Airco's Associate General Counsel and the in-house
counsel in charge of this litigation. A copy of the
memorandum was sent to Hume Matthews, who, prior to
1976, was an in-house attorney at Airco, After 1976 Mr.
Matthews left Airco for private practice but according to
Airco continued in his capacity as legal counsel and
advizor to Airco. Other recipients of the memorandum
were litnited to three individuals on Airco's list of in-
house and outside counsel.

In support of its challenge to the privilege claims,
Abbott asserts that the documents are not privileged
because they were disclosed to Matthews well after he
left Airco and that confidential [*23] information which

is disclosed to third parties is not privileged, Abbott also
contends that thé documents were dated less than two
months before the preliminary injunction hearing and
Mafthews testified as a third party witness at the hearing.
Abbott concludes that Airco's communications with a
third party witness who is not a member of the control
group ate not privileged.

Although it is clear that the disclosure of
gonfidentinl information to individuals outside the
control group can result in a waiver of the attorney-client
privilege, in this case the information was disclosed to a
third party acting in his capacity as legal counsel and
advisor to Airco. Document 211 cleatly indieates that the
memorandum was sent to Matthews as an Airco attorney,
secking any advice Matthews might have regarding the
carporation's litigation stratecgy, Thus, the fact that
Matthews had left Airco in 1976 is irrelevant because it
appears that Airco had retained him as a legal advisar,
Additionally, that Matthews testified at the preliminary
injunction hearing does not affect the memorandum's
confidentiality. The attorney-client privilege belongs to
the client, not the attorney. Abbott does not allege [*24]
that Matthews discloged this confidential communication
in his testimony. That the attorney is called as a wilness
and discloses confidential communications does not
abrogate the privilege 20 long as the client objects to the
disclosure of any confidential commmmications. See
Newton v. Meissner, 76 I, App. 3d 479, 304 N.E.2d
1241 (Ist Dist. 1979). Thus, the fact that Matthews
testified st the preliminary injunction hearing is
immaterial to the question of whether documents 209,
210 and 211 are privileged.

Finally, Abbott has not addressed Airco's claim that
the memorandum is imrune from discovery as wotk
product. Examination of the memorandum indicates that
it ¢learly falls within the mandatory language of Federal
Rules of Civil Procedure 26(bj(3} tegarding "opinion
work product”. The subject matter of the memorandum
concerns issues regarding this litipation and contains
Mashek's opinions, mental impressions and legal theories
on the case. Thus, R,209 and R.210 are clearly opinion
work product, Furthiermore, under the federal rule, the
work product privilege is not as easily waived as the
attomney-client privilege by only partial disclosure or
disclasure to third parties. [*25] See Sporck v. Peil, 759
F.2d 312 (3d Cir. 1985); In Re September 1978 Grand
Jury (1), 640 F.2d 49 (7th Cir. 1980} Nye v. Saege
Products, Inc., 98 F.R.D. 452 (N.D. Ill. 1982). The work
product privilege is not deemed waived by disclosure
unless the disclosure is inconsistent with maintaining
gecrecy from possible adversaries, Stix Frod., Ine. v
United Merchants Mfy., Inc, 47 F.RD, 334 (SDN.Y.
1969). The disclosure of the memorandum to Matthews
is consistent with Airco's attempt to keep the information
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confidential. Matthews was in-house counsel to Airco
and a5 an attorney in private practice was frequently
relied on by Afrco for legal adviee, Thus, that Maschek
sent a copy of documents R.208 and R.210 to Matthews
does not abrogate their work product immunity.

With respect to document R.211, this is simply
Mashek's cover letter to Matthews accompanying the
R.209/210 memorandum. The document does not reveal

any confidences and merely solicits comments on the

enclosed document. As such, R.211 does not appear to
be werk product or privileped and should be disclosed.

d)R.216

Document R.216 is a letter from Matthews, then
Director of Patent, Trademark [*26] and Licensing
Activities at Airco, to W. D, Carroll, outside counsel to

Airco, discussing possible antitrust implications for the

1970 Ethrane agrecment with Abbolt and requesting
lcgal advice on the issue from Carroll. Matthews was ong
of the negotiators of the Ethrane agreement. R.216 then,
appears to be privileged as a communication of
confidential information to legal counsel and a request
for legal advice,

Abbott contends, however, thai the attorney-client
privilege for this document has becn waived because
Matthews testified at the preliminary injunetion hearing
that the scope of Airco's retained rights for Forane were
the reault of those antitrust concerna. Abbott argues that
a party cannot claim a privilege on a communication it
haz already uzed for its own benefit. Furthermore, Abbott
agserts that Judge Getzendanner already ruled that
documents awthored by negotiators which address the
interpretation of the agreement and the intent of the
parties are not privileged and that many such documents
have already heen produced. '

Airco aprees that neither eide can claim a privilege
for documents concerning the negotiations leading to the
isoflurane agreement but contends that R.216 [*27] has
nothing to do with the 1974 isoflurane negotiations. The
letter, Airco asserts, was written vyears before the
isoflurane ncgotiations began and additionally "does not
even shed light on the [1970] enflurane necgotiations,
because It was written after all the terms of the enflurane
agreement had been fully negotiated.” Airco's
Memorandun in Support of its Privilege Claims at 5.
Finally, Airco contends that the only similarity between
R.216 and Maithews' testimony is that both contain the
word “antitrust". According to Airco, however, Abbot's

“waiver" argument is without merit because the word is
uzed in two entirely different contexts.

Abbott is correct that "a party waives the attorney-
client privilege when the contents of the privileged
communications are put in issue by the party asserting
the privilege." In Matter of Continental Hlinvis Securitles
Litigation, 732 F.2d 1302, 1315 N.20 (7th Cir, 1974).
Abbott, however, is incorrect when it assefts that
Matthews testified that the scope of Airce's retained
rights for Forane were the result of antitrust concerns

-arising out of the Ethrane agreement. At the preliminary

injunction hearing, the context and content of Matthews'
[*28] testimony clearly indicate that his testimony about
hiz antitrust concerns referred to the negotiations
surrounding the 1974 isoflurane agreement. Document
R.216, however, discusses the 1970 Bthrane agreement.
Beyond the peneral discussion of "antitrust" concerns,
R.216 and Matthews' testimony are not related. Thus,
Airco did not waive the attorney-client privilege when

‘Matthews testified at the injunction hearing.

Finally, Judge Getzendanner's order reparding the
disclosure of documents authorized by negotiators
concerned the negotiators of the 1974 agreement which
is the agreement at issue in this litigation. Thus, this
order has no effect on document R.216 which relates to
the 1970 agreement,

R.216 is privileged and must be returned,
e) R.220 '

This document is a memorandum from Mashek to
two members of the Airco control group advising them
of topics Mashek anticipates will be the subject of their
depositions. As sucly, it is unquestionably attorney-client
and opinion work product privileged. See Sprock v. Peil,
759 F.2d 312 (3d Cir. 1985). Abbott has not asserted any

" special objections to this document. R.220 is thus

privileged and should not be disclosed.
ORDER. [*29]

1t 13 therofore ordered that the parties, within ten
days hereof, disclose or return documents in conformity
with this memorandum degision.

Under Rule 72(a), Fed R.Civ.P., objections to this
order must be filed with the district judge within ten days
after its entry. Failure to object will constitute a waiver
of objsetions-on appeal.
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Trustee f/b/o Emerald Investments LP and Emerzald Investments LP, an Hinois
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UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

2002 U.S. Dist. LEXIS 4805

March 20, 2002, Decided
March 22, 2002, Docketed.

DISPOSITION: ([*1] American National Bank's

motion to test sufficiency of Equitable Life Assurance

Suciety's claims of attorney-client privilege and work-
pmducl doctrine per third amended privilege log granted
in part and denied in parl.

LexisNexis(R) Headnotes

COUNSEL: For AMERICAN NATIONAL BANK
AND TRUST COMPANY OF CHICAGO, as Trstoe
fibfo  Emerald Investments LP, EMERALD
INVESTMENTS LP, an Illinois Partnership, plaintiffs:
Charles 8. Bergen, George Robert Dougherty, Matthew
OMNeill Sitzer, Peter S, Rosser, Grippo & Elden,
Chicago, IL.

For AXA CLIENT SOQLUTIONS, LLC, AXA
FINANCIAL, INC., defendants: Jeffrey A Rossman,
McDermott, Will & Emery, Chicago, L.

For EQUITABLE LIFE ASSURANCE SOCIETY OF
THE UNITED STATES, defendant: Steven Samusl
Scholes, Thomas D, Shakeshaft, Michael Lawrence
Duily, Jeffrey A Rossman, McDermott, Will & hmry,
Chicago, IL.

Tor EQUITABLE LIFE ASSURANCE SOCIETY OF

THE TUNITED STATES, third-party plaintiff: Steven’

Samue! Scholes, Thomas *D. Shakeshaft, Michael

Lawrcnce Duffy, Jeffrey A Rﬂssman, McDermott, Will
& Emery, Chicago, IL.

For NIKOH SECURITIES CORPORATION, third-party
defendant: Michael Dachyun Lee, Danicl Joseph
McCarthy, ITI, Schuyler, Roche & Zwirner, Chicago, IL.

JUDGES: MARTIN C. [*2] ASHMAN, United States
Magistrate Judge. Jadge Charles P, Kocoras.

OPINIONBY: MARTIN C. ASHMAN

OFPINION:
MEMORANDUM OFINION AND ORDER

American National Bank and Trust Company moves
this Court to test the sufficiency of Equitable Life
Assurance Society's cldims of atiorney-client privilege
and work-product dectrine as per its' third amended
privilege log. Equitable's privilege log spans 118 pages.
We have agreed to conduct an in camera réview of every
fifteenth documcnt listed on the privilege log, up to a
total of ten documents, For the reazons stated, this Court
grants American National Bank's motion in part and
denies it in part.

L

The facts relating to the underlying dispute between
the partics have been narrated twice before. See Am.
Nat'l Bank & Trust Co. v AXA Client Solutions, LLC,
2001 U8 Dist. LEXIS 88923, No. 00 C 6786, 200] WL
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743399, at ¥1 (N.D. Ill. Tune 29, 2001); Am. Nat'! Bank
& Trust Co. v. AXA Client Selutions, LLC, 2001 US.
Dist. LEXTY 1556, No. 00 C 6786, 2001 WL 127653, at
*1 (N.DD. Ill. Feb. 14, 2001). For purposes of the instant
maotion, it is enough to say that American National Bank
contends that Equitable improperly obstructed American
National Bank's right to transfer [*3] funds in and out of
certain annuity accounis. Time is belter spent jumping
into the thick of it, discussing the attorney-client
privilege and work-product doctring and then assessing
Equitable's baais or bases for withholding the submitted
documents froin discovery,

The attormey-client privilege protects confidential
communications between a client and his legal advisor, It
developed as a consideration for the fosteting of
confidence and trust by the client in his legal advisor so
that the legal advisor could provide effective legal
advice. Trammel v. United States, 445 U5, 40, 51, 63 L.
Ed. 2d 186, 100 5. Cr. 906 (1980); Prevue Pet Prods.,
Ine. v. Avian Adventures, Inc., 200 F.R.D, 413, 415 (N.D,
L 2001} (quoting Upjohn Co, v. United States, 449 LS.
383, 380, 66 L. Fd 2 584, 101 8. Ct. 677 (1981)). In the
Seventh Circuit, the general principle of the attorney-
client privilege takes the following form: "Where legal
advice of any kind is sought from a professional legal
adviser in his capacity as such, the communications
relating to that purpose, made in confidence by the clicnt,
are at hiz instance permanently protected from [%4)
disclosure by himself or by the legal adviser, except the
protection be waived." United States v. Whire, 950 F.2d
426, 430 (7th Cir. 199{) (quoting 8 Wigmore, Evidence
§ 2292, at 554 (McNaughton rev. 1961)). Because the
attorney-client privilepe impedes the judicial search for
truth, it is strictly construed. fn re Walsh, 623 F.2d 489,
493 (7th Cir. 1980). The party asserting the attorney-
client privilege bears the burden of establishing all of its
elements on a document-by-document basis. United
Stares v. Lawless, 709 F.2d 485, 487 (7th Cir. [983).

The work-product docirine protects communications
between a client and his legal advisor and much that has
itg source outside of client cormrmunications, It dgveloped
as 8 consideration for the maintenance of a certain
"degree of privacy" to protect the legal advisor's work =o
as to promote balance and fairness in the adversarial
system. Upjehn Co., 449 U5, at 397-402; Hickman v
Taylor, 329 V.5, 495, 507-12, 9] L. Ed. 451, 67 8. Ct

385 (1847). In codified form, the work-product docivine

states that "a party may obtain discovery of documents . ,
. otherwise [*5] discoverable . . . and prepared in
anticipation of litigation or for trial by or for another
party or by or for that other party's representative only
upon a showing that the party seeking discovery has
substantial need of the matcrials in the preparation of the
party's case and that the party 12 unable without undue

hardship to obtain the substantial equivalent of the
materials by other means.” Fed. R Civ. P. 26(b)(3). The
party asserting the work-product doctrine must prove all
of its elements on a document-by-document basis.
Applied Telematics, Inc. v. Sprint Communicatlons Co.,
1996 U.S. Dist. LEXIS 13782, Civ, A. No. 34-4603, 1996
WL 539395, at *4 (ED, Pa. Sept. 13, 1996). The
thresheld determination in any case is "whether, in light
of the nature of the docurnent and the factual situation in
the particular case, the document can fairly be zaid to
have been prepared or obtained because of the prospect
of litigation." Binks Mfe. v. Nat'l Prasto Indus., 709 F.2d
1109, 1118-19 (7th Cir. 1983) (quoting 8 Charles Alan
Wright et-al., Federal Practice and Procedure § 2024, at
343 (2d ed. 1994)).

The first document submitted by Equitable is listed
on the privilege log as EQ 7500--EQ [*6] 7510. The
document was authored by in-house counsel and sent to
in-house counsel and an Equitable employee. Equitable
described the document as draft letters for brokers
regarding warnings for market timing, Equitable claimed
that (he draft letters were protecled apgainst discovery
under the attomey-client privilege. We uphold this
assertion of the attormey-client privilege, assuming that
the privilege has not been waived. Courts have held that
parts of draft lettérs ultimately disclosed to third parties
via tho final version of the letier must be disclosed due to
waiver. See Safiview Computer Prods. Corp. v. Haworth,
Ine, 2000 U.S. Dist. LEXIS 4254, No. 97 Civ. 8813
KMWHBP, 2000 WL 351411, at *15 (3.D.N.Y. Mar. 21,
2000) ("Drafts of documents prepared by an attorney for
transmission o third parties are protected by the
attorney-client privilege only where the draft document
contains confidential information communicated by the
client to the attorney that is maintaincd in confidence.");
Schenet v. Anderson, 678 F. Supp. 1280, 1284 (ED,

. Mich. 1988) ("The privilege is waived only as to those

portions of the preliminary drafte ultimately revealed to
third parties."). Here, it ig apparent [*7] that the draft
letters contain legal advice and opiniona of in-hounse
counsel, and, based on the description of the draft letters
on the privilege log, it appears that the draft letters were
prepared and kept in confidence. '

The second document submitted by Bquitable is
listed on the privilege log as EQ) 7556. The document
contains handwritten notes that were authored by in-
house counsel, Equitable described the document as a
draft letter and the handwritien notes as reflecting legal
advige from in-house counszel, Equitable claimed that the
handwritten notes wete protected against discovery
under the attorney-client privilege, We dismizs thiz
mssertion of the attormey-client privilege because the
handwritten notes were not communicated by in-house
counsel to anyone and disclosure of the handwritten
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notes would not reveal any confidential communication
that was made for the purpose of obtaining legal advice.
See Midwestern Univ. v. HBQ & Co., 1998 US. Disi.
LEXIS 20550, No. 96 C 2826, 1999 WL 32928, at *4
(N.D. I1L. Jan. 4, 1999); Sneider v. Kimberly-Clark Corp.,
9 FRD. 1, 6 (N.D. fll 1980). The handwritten notes
merely reflect in-house counsgel's own uncommunicated
thoughts, [*8] and such recorded and uncommunicated
thoughts fall outside the province of the attorney-client
privilege,

The third document submitted by Equitable is listed
on the privilege log as EQ 7631--EQ 7665, The
documnent was authored by in-house counsel and sent to
in-house counsel and two Equitable employeds,
Equitable described the document as draft letters to
customers reparding market timing and dated the draft
letters September 2000. Equitable ¢laimed that the draft
letters were protected against discovery under ihe
attorney-client privilege and work-product doctrine. We
find that the draft letters are protected againat discovery
under the attorney-client privilege, assuming that the
privilege has not been waived, See Softview Computer
Prods. Corp., 2000 U.S. Dist. LEXIS 4254, 2000 WL

351411, at *15; Schenet, 678 F. Supp. at 1284. The draft |

letters contain legal advice and opimons of in-house
counsel and it appears, based on the description of the
draft letters on the privilege log, that the draft lewers
were prepared and kept in confidence, We find thai the
dralt letters are not protected against discovery under the
work-product doctrine because the drafi letters were not
prepared [*9]  in anticipation of litigation. The
motivation for preparing the draft letters was to assist
Equitable in managing its business, which is shown by
the content of the letters, These templates would have
likely been prepared regardless of whether any litigation
was expected to ensue. See Hardy v. N.Y. News Inc., 114
F.RD. 633, 646 (S.D.N.Y. [987).

The fourth document submitied by Equitable is
listed on the privilege log as BEQ 7762--EQ 7763. The
document contains two e-mails. One of the e-mails,
dated March 9, 2000, was authored by an Equitable
employee and sent fo in-house counsel and several
Equitable employees. The other e-mail, dated March 7,
2000, was also anthored by an Bquitable employee and
sent to in-house counsel and several Equitable
employees. Equitable described the document as ¢-mails
concerning possible actions that Equitable might take in
response to market timing, Equilable claimed that both e-
mails were protected against discovery under the
attorney-client privilepe. We disagree with this assertion,
but agree that the part of the first sentence in the last
paragraph beginning with "and" and ending with
"change" is protected apgainst discovery under the [*10]
attomey-client privilepe. Disclosure of this part of the

March 7 e-mail would reveal a confidential
cofmunication that was made for the purpose of
obtaining legal advice. In the corporate context, it is well
settled that the privileged nature of & communication
does not lose its status as such simply because it is
disseminated among numerous employees of the

- corporation. See McCook Metals L.L.C. v. Alcea Inc.,

192 FRD. 242, 254 (N.D. Il 2000); Bank Brussels
Lambert v. Credit Lyonnais (Suisse) 5.4., 160 F.RD.
437, 442 (S.D.N.Y. 1993). It is equally settled, however,
that 2 communication i¢ not necessarily privileged
because the communication was sent 1o an attorney.
United States Postal Serv. v. Phelps Dodge Refining
Corp., 852 F. Supp. 136, 160 (ED.N.Y. 1994).
Accordingly, the test rest of the document, which reveals

communications made by Equitable employees for- the
_purpose of obtaining business advice, must be disclosed.

The fifth document submilted by Equitable is listed
on the privilege log as EQ 7809-EQ 7810. The
document containg four e-mails. One of the e-mails,
dated March 15, 2000, was authored by in-house counsel
[*¥11] and sent to in-house counsel and two Equitable
employces, Another e-mail, dated March 15, 2000, was
authored by an Equitable employee and sent to another
Equitable employee. The other two e-mails, dated March
21, 2000, were authored by the same Equitable employee
and sent to in-house counsel and threc Equitable

employees. Equilable described the document as four e’

mails relating to changing addiesscs for contract holders.
Equitable claimed that the e-mails were protected against
discovery under the attomey-client privilepe. We uphold
thiy asserfion of the privilege because the e-mails contain
communications that were made for the purpose of
obtaining or providing legal advice, See Uhited States v.
Rowe, 96 F.3d 1294, 1296-97 (9th Cir. 1996).
Particulatly, in-house counsel was in the process of
obtaining information necessary to provide legal advice.
See Upjohn Co., 449 U8, at 390-91.

The sixth document submitted by Equitable is listed
on the privilege log as EQ 7865. The document was
authored by in-house counsel and sent to an Equitable
employee. Equitable described the document as a
handwritten memorandum and claimed that it was
protected against [*12] discovery under the attorney-
client privilege, We dismiss this assertion of the privilege
because the content of the handwritten memorandum
does not reveal any confidential communication that was
made for the purpuse of obtaining legal advice. The
handwritten memorandum merely reports in one
sentence the content of the attached document that was
delivered to the Equitable employee, skin to a cover
latter containing a terse description of the transmittal. See
Republican Party of N.C. v. Martin, 136 F.R.D. 421, 428
(ED.N.C. 1991). It appears that in-house counscl
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delivered the attached document on his own account,
rather than in response to a request.

The seventh document submitted by Equitable is
listed on the privilege log as EQ) 7994--EQ 7995, The
document contains four e-mails. One of the e-mails,
dated June 21, 2000, was authored by an Equitable
employee and sent to in-house counsel and two Equitable
employees. The second e-mail, dated June 22, 2000, was
~ authored by in-house counsel and sent to in-house
counsel and three Equitable eroployees. The third e-mail,
also dated June 22, 2000, was authored by an Equitable
employee and sent to in-honse counsel and two Equitable
[*13] emplayees. Lastly, the fourth e-rnail, dated June
26, 2000, was authored by in-house counsel and sent to
in-house counsel and three Eguitable employees.
Equitable described the document as ¢-mails reflecting
correspotidence with counsel regarding contract langnage
on matket timing. Equitable claimed that the e-mails
were protected against discovery under the attorney-
client privilepe. We find that the communication
contained in the June 21 e-mail is protected against
discovery under the attorney-client privilege because it
was made for the purpose of obtaiming legal advice. See
Neuyen v. Excel Corp, 197 F.3d 200, 206 (5th Cir.
1999) ("A client's specific request to an attorney and
pertinent information related thereto fall within the
reaches of the privilege"). We find that the
communication contained in the June 22 ¢-mail from in-
house counsel is protected against discovery under the
attorney-client privilege, assuming that the privilege has
not been wajved, because the commumnication ¢ontaina
legal advice and opinions of in-house counsel and it
appears, based on the description of the e-mail on the
privilege log, that the communication was prepared and
kept in confidence. [*14] See Softview Computer Prads.
Corp.,, 2000 U.S. Dist. LEXIS 4254, 2000 WL 351411, at
W15: Schenet, 678 F. Supp, «f 1284, The communication
contained in the June 22 c-mail from the Equitable
employee is protected apainst disclosure under the
attorney-client privilege because it was made for the
purpose of obtaining legel advice. And lastly, the
communication contained in the June 26 e-mail is
protected against discovery under the attorney-client
privilege, assuming that the privilege has not been
waived, because the communication containg legal
advice and opinions of in-house counsel and it appears,
based on the description of the e-mail on the privilege
log, that the communication was prepared and kept in
confidence. See Softview Computer Prods. Corp., 2000
U5, Dist. LEXIS 4254, 2000 WL 351411, at *15;
Schenel, 678 F. Supp. at 1284,

The eighth document submitted by Equitable is
listed on the privilege log as EQ 8066. The docurment
was authored by in-house counsel and sent to in-house

counsel and several Equitable employecs. It contains a
handwritten note written by in-houss counsel. Equitahle
described the document as an e-mail with a handwritten
note concemning prapoged [*15] market timing language.
Equitable claimed that the ¢-mail and handwritten note
were protected against discovery under the attorney-
client privilege. We uphold this assertion of the privilege
with tespect to the c-mail ifself, assuming that the
privilege has not been waived. See Softview Computer
Prods. Corp.,2000 US. Dist. LEXIS 4254, 2000 WL
3514711, at %15; Schenet, 678 F. Supp. at 1284. The e-
mail coniaing legal advice and opinions of in-house
counsel and it appears, based on the description of the e-
mail on the privilepe log, that the e-mail was prepared
and kept in- confidence. However, we dismisa this
assortion of the privilege with respect to the handwriiten
notes  because the handwritten notes were not
communicated by in-house counsel to -anyone and
diselosure of the handwritten notes would not reveal any
confidential comtmunication that was made for the
purpose of obtaining legal advice. See Midwestern Univ.,
1998 U8 Dist. LEXIS 20550, 1999 WL 32928 at %4,
Snegider, $1 F.RD. at 6. The handwritten nofes merely
reflect in-house counsel's own  uncommunicated
thoughts, and such recorded and uncommunicated
thoughts fall cutside the province of the attorney-client
privilege. [*16]

The ninth document submitied by Equitable is listed
on the privilege log as EQ 8126--BQ B8127. The
document way authored by in-house counsel and sent to
in-house counsel. Bquitable described the document as a
legal memorandum concerning changes to transfer rules.
Equitable claimed that the document was protccted
against discovery under the attorney-client privilege, We
uphold this assertion of the privilege because disclosure -
of the legal memotandum would reveal confidential
communications that were made for the purposs of
oblaining legal advice. See N.C. Elec. Membership
Corp. v. Carolina Power & Light Ca., 110 F.RD. 51/,
517 (MDNC [986) ("Legal memorandz which
surmumarize case law but contain no factual application to
the client do not contain confidential client information
and are thus not privileged."); SCM Corp. v. Xerox
Corp., 70 F.R.D. 508, 523 (D. Conn. 1976) ("Of course,
the attorney’s opimions and legal theories, even if
recorded in his own files, are privileged under the narrow
standard of United Shoe if they reveal information
supplied in confidence by the client.").

Finally, the tenth document submitted by Equitable
i listed [*17] on the privilege log as EQ 8200. The
document was authored by in-house counsel and sent to
in-house counsel and two Equitable employees.
Equitable described the docurnent as an e-mail providing
legal advice regarding market tming sales agreements.
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Equitable claimed that the document was protected
against discovery under the attorney-client privilege. We
uphold this assertion of the privilege because the e-mail
. contains legal advice and opinions of in-house counsel.

IL.

" For the reasons stated, this Court grants American
National Bank's motion in part and denies it in part.

Equitable must produce documents to American National

" Bank as stated above.

ENTER ORDER:

Dated; March 20, 2002.
MARTIN C. ASHMAN
United States Magistrate Judge
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OPINION:

* Memerandum Opinion and Order

This Court nmmst address a discovery dispuic
between James P. Breneisen (the "named Plaintiff") and
other current and former employers of Motorola Ine,
{collectively "Plaintiffs") and Motorola Inc. and seven
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individuals and supervisers of Motorola Inc. (collectively
"Defendants” or "Motorola"). The current dispute before
this Court i3 Plaintiffs' attempt to possess memoranda
and cmails wrilten by the individual Defendants. In
responsc to Plaintiffs' attempt, on December 2, 2002,
while this case was still in the Eastern Division,
Defendants filed a Motion for Protective Order
("Defendants’ Motion for Protective Order"). Plaintiffa
filed their response on December 30, 2002, On January
21, 2003, after this case had been transferred to the
Western Division, Defendants filed their reply. This
Court held an in court hearing on April 15, 2003, The
specifics of that hearing are not relevant for the instant
motion. However, what is velevant is that during that in
court hearing, this Court ordered Defendants to produce
the documents listed on its privilege log [*3] for an in
camera inspection. For the following reasons,
Defendant's Motion for a Protective Order is granted in
part and denied in part.

Background

This case involves claims brought under the Family
Medical Leave Act, 29 USC § 260! ("FMLA"), as
well as common law c¢laims for intentional infliction of
emotional distress ("IIED™). Plaintiffs in this case are
current and former employeea of Motorola's Rockford
facility who allegedly exercised their rights under the
FMTL.A., Plaintiffs' Amended Complaint contains twenty
counts against Defendants. Plaintiffs are alleging they
werg the victime of harassment and intimidation by
Defendants in order to prevent additional cmployees
from exercising their rights under FMLA.

Vital to Plaintiffs' case are five emnils that are in the
possession of the named Plaintiff. Allegedly, these
emails were sent between August 31, 2001 and Januery
7, 2002 by Defendants June Johnsom and Datlens
Patterson to each other and to Defendant Alan Shaw. The
validity of the emails ia the crux of this litigation due to
the damaging nature of their content. The named Plaintiff
alleges he received these emails from Motorola
information [*4] technology employee Jamie Campbell,
although Ms. Campbell denies ever having the emails or
giving them to the named Plaintiff,

At issue arc various comnmnications, both
memorandum and email form, between Defendants after
the termination of the named Plaintiff. Defendants, in
order to prevent disclosure of these coinmunications,
filed a Motion for Protective Qrder.

Defendants maintain that Plaintiffs seek discovery of
documents created by the individual Defendants who are
agents of Mototola, particularly those containing
surnmaries of factual events and investipations relating to
the claims in the instant case. The memoranda at issue
are identified as "February 6, 2002, regarding J.

2002 memorandum  and

Breneisen" and "April 8, 2002, regarding L. Jones," and
updated versions of the February 6, 2002 memorandum.
nl Defendants oppose the discovery of these items,
based on the assertion that the information s protected
by the attomey-client privilege and the work-product
doctrine.

nl It should be noted that Defendanis'
Motion for a Protective QOrder only sought the
protection of certain documents that Plaintiffs
had previously requested and not all the
documents listed on Defendants' privilege log,
However, Plaintiffs, in response to Defendants'
Motion for a Protective Ordef, made it clear in
their brief that they sought every document on the
privilege log. Defendants, in reply, then
articulated a prvilege argument for every
document listed on their privilege log.

[*3]

Defendants first argue that the factual summaries
and chronological statements of events are protected by
the attorney-client privilege, Specifically, Defendants
argue that factval summaries and chronological
staternents were prepared by individual Defendants and
the Human Resource Manager at the direction of counsel
and in anticipation of and in response to the instant
litigation, In terms of the February 6, 2002 memorandum .

-and email relating to James Breneisen, Defendants arpue

that the named Plaintiff informed Motorola’s Human
Resources Manager, Bobbi Cooper, that he was going to
gne Motorola based upon his alleged treatment, Ms,
Cooper, at the direction of Motorola's law department,
prepared a factual summary of cvents relating to, and in
response to the named Plaintiff's threat of litigation.

In terms of the April 1, 2, 3, 8, 22 and May 10, 2002

"documents and emails relating to the Plaintiffs,

Defendants argue that the individual Defendants were
served with the complaint for the instant case between
March 22 and April 1, 2002. These individuals contacted
Ms. Cooper who in tum contacted Motorola's law
department. The law department, Defendant- asserts,
directed Ms. Cooper to assist [*6] the individuals in
assembling information for outside counsel for litigation.
Ms. Cooper, in tum, according to Defendants,
comirmnicated to the mdividual Defendants and assisted
them in updating the memoranda relating to the named
Plaintiff.

Plaintiffs argue that, in terms of the February 6,
email regarding James
Breneisen, the clajm that the memorandum was created
at the direction of Motorola’s legal department is
supported only by Ms. Cooper's unverified declaration,
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Additionally, documents reflecting aﬁy subsequent fact
investipation of the Law and Human Resources
Departrnents of Motorola are not privileged because they
reflect statements that would have been made absent the
privilege. The attorney-client privilege, according to
Plaintiffs, protects only those disclosures necessary to
obtain informed legal advice which might not have been
made absent the privilege. Therefore, because Motorola

policy requires its Human Resources Department to.

investigate employee complaints, Plaintiffs maintain that
the documentation in question is merely documentation
produced in the normal course of business and not in
furtherance of litigation,

Defendants next argue, as discussed [*7] above, that
the memoranda created by Ms, Cooper and the individual
Defendants were created in response to a specific threat
of litigation by the named Plaintiff. Therefore, pursuant
to Federal Rules of Civil Procedure 26(b)(3), Detendants
maintain that these documents should be privileged

. under the work-product doctrine.

Plaintiffs argue the February 6, 2003 memorandum
and documents reflecting the subsequent fact
investigation of Plaintiffs' claim were c¢reated in the
ordinary course of business and are nat work product:
Specifically, Plaintiffs argue that not every document
created or produced by a company can be categorized as
work product simply because the company's internal
investigation is co-existent with a present or anticipated
lawsuit that is the same subject matter of the litigation.
See Caremark v. Affiliated Computer Services, Inc., 195
F.R.D 610, 614-15 (N.D. Iil. 2000).

Lastly, Plaintiffs argue that even if the memoranda
and emails in question are protected by work-product
privilege, Plantiffs are nevertheless entitled to the
documents because they have demonstrated a substantial
need for the information. Specifically, Plaintiffs maintain
that because [*8] of the nature of the information,
Plaintiffs cannot and will not be able to obtain the
documents from any other source, and as such, Plaintiff
can demonstrate both a substantial need for the materials
and that Plaintiffs would suffer undue hardship in
procuring the requested information some other way.

Discussion

- Rule 26(c) states "for good cause shown, the court in
which the action iz pending .. may make any order
which justice tequires to protect a party or person from
annoyance, embarrassment, oppression, or undue burden
or expense, including .. (1) that the disclosure or
discovery not be had." Fed. R Civ. P. 26(c)(1). The
district court hag dizeretion to decide when a protective
ordet is appropriate and what degree of protection is

-required, Seattle Times Co., v. Rhinchart, 467 U.S. 20,
36, 81 L. Ed 24 17, 104 5. Cr. 2199 (1984). Rule 26{c)

states only good cause is required in determining
whether or not to issue a protective order, 7d. at 37, In
deciding whether good cause exists, the district court
must balance the imterests of the parties taking into
account, the harm to the party seeking the protective
order, and the importance [*9] of the disclosure to the
non-moving party. Wiggine v. Burge, 173 F.R.D 226,
228 (N.D. 1. 1997).

A. Attorney-Client Privilege

The Seventh Citcuit applies the general principles of

attorney-client privilege a3 outlined by Wigmore:

(1) Where lcgal advice of any kind is
sought, (2) from & professional legal
adviser in 4 capacity as such, (3) the
commiinications relating fo that purpose,
(4) made in confidence, (5} by the client,
(6) are at the client's instance permanently
protected (7) from disclosure by the client
. or by the legal edviser (8) unless the
protection is waived, '

United States v. White, 950 F.2d 426, 430 (7th Cir.
1991) (citing 8 Wigmore§ 2292), Because Defendants
are the party seeking to cstablish the privilege,
Defendants bear the burden of demonstrating that all of
the requirements - for invoking the attorney-client
privilepe are met. White, 930 F.2d gt 430. The inquiry
into whether documents . are subject to the privilege
“ust be made and sustained on a question-by-question
or document-by-document basis;' it cannot be a blanket
claim." EEQC v. Int'] Profit Assec., 206 FR.D. 215, 218
(citing [*10] Fhite, 930 F.2d ar 430).

The attorney-client privilege extends to corporate in-
house counscl, See Upjohn Co. v. United States, 449
US 383, 389, 10I 8 Cr 677, 66 L. Ed 2d 584
{1981 )(stating corporate employees' comumunications to
counsel for corporation in order to secure lagal advice for
corporation are privileged). However, corrnunications
made by and to a corporate in-house coungel with respect
to business matters, management decisions, or business
advice are not protected by the privilege. 6 Moore's
Federal Practice, § - 2649 (Matthew Bender 3d ed.
2002}, To be entitled to the privilege, a corperate lawyer
must not only be functioning as a lawyer, but the advice
given must be predominately legal, as opposed to
business, in natere. fd. In deciding whether the privilege
exists, this Court must examine whether the lawyer was
acting as a lawyer rather than a business advisor or
tnatagement  decision maker. Generally, there is a
presumption that a lawyer in the legal department of the
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corporation is giving legal advice, and an .opposite
presumption for a lawyer who works on the business or
management side, However, the lawyet's pogition in the
[*11] corporation is not necessarily dispositive. See e.g.,
Boea Investerings Parinership v. United States, 31 F.
Supp. 2d 9, 12 (D.D.C. [998)(finding documents
prepared by a corporate atiomey who worked on
husiness side of office were nevertheless entitled to
protection bocawse adviee was predominately lepal as
opposed to business). '

As stated above, Defendants first argue that the
investigative factual summaries and chronological
statements of events are protected by the attorney-clicnt
privilege. This is so, Defendants argue, because the
investigative factual summaries and chronological

statemnents were prepared by the ndividual defendants

and Motorola's Human Reszource Manaper at the
dircetion of counsel and in anticipation of and in
respongy to filed litigation, This Court agrees that some

of the communications ate covered by. attorney-client -

privilege, but not all,

As stated above, to establish an attorney-client
privilege, there needs to be a communication with an
attorney where lepal advice is sought After reviewing
the documents submitted for an {n caméra inspection,
this Court finds that only PR 0009 and 0023 falls under
the attorney-client privilege. These [*¥12] documents
contain commuynications from attorneys in Defendant's
corporate law department which contain advice
regarding the impending litigation. As such, these
documents are privileged. See Lexecon, Inc. v Milberg
Weiss Bershad Specthrie & Lerach, 1993 US. Disl
LEXIS 6898, 1993 WL 179789, *7 (N.D, Ill. May 24,
1993)"Attorney-client privilege claims would protect
only documents, from client to lawyer or from lawyer to
lawyer or from lawyer to client, whose production would
teveal the content of privileged communicalions from
clients made for the purpose of securing legal advice or
services."

B. Work-Produet Doctrine

- The work-product doctrine,  codified as Rude
26(b)(3) af the Federal Rules of Civil Procedure,
protects otherwige discoverable documents and tangibles,
Rule 26(Db)(3) provides:

[A] party may oblain discovery of
documents and tangible things otherwise
discoveralile under subdivision (b}(1) of
this rule and prepared in anticipation of
litigation or for trial by or for another
party or by or for that other party's
representative (including the other party's
nttorney, consul_tant, surety, indermmitor,

Page 4

insurer, or agent) only upon a showing
that the party seeking discovery has [*13]
substantial need of the materials in the
preparation of the party's case and that the
party is unable without undue hardship to
obtain the substantial equivalent of the
materials by other means. In ordering
discovery of such materials when the
required showing has been mads, the
court shall protect against disclogure of
the mental impressions, conclusions,

~ opinions, or legal theories of an attorney
or other representative of a party
concerning the litigation.

Fed. R, Civ. P. 26(B){3). The test to determine whether
materials were propared in anticipation of litigation is
"whether, in light of the nature of the document and the
factual situation in the particular case, the document can
fairly be said to have been prepared or obtained because
of the prospeet of litigation." Binks Mfe. Co. v Natl
Presto Indus., Inc., 709 F.2d 1109, 1119 (7th Cir. 1983).
To qualify under the privilege, the material sought must
come into existence becanse of the prospect of litigation

- ot because some articulable claim is likely to lead to

litigation. Jd. at 1120, Tmportant to note for this case, the
work-product privilege extends beyond the attorney to
documents [*14] prepared by a party’s representative or
agent. ¥entre v. Datronic Rental Corp, 1993 U5, Dist,
LEXIS 17594, No. 92 C 3289, /993 WL 5243777, at * 3
(N.D. Ill. Dec. 13, 1993), The work-product privilege
can be rebutted, however, "if the party seeking
production demonstrates both a substantial need for the
materials and that it would zuffer undue hardship in
procuring the requested information some other way."
Logan v. Commercial Union Ins. Co., 96 F.3d 971, 976
(7th Cir. 19946).

In support of their. position, Defendants have
produced a declaration of Bobbi Cooper. Ms. Cooper's
declaration i supported by the documents submitted for
an In comera inspection to this Court. According to Ms,
Coopet's declaration, on February 5, 2002, the named
Plaintiff informed Ms, Cooper that he was going to sue
Motorola based on his alleged treatment as an employee.

After mecting with members of her team, Ms. Cooper

stated that she felt it necessary to seek the advice of
Motorola's law department. For the purpose of seeking
legal advice, Ms. Cooper and Ms. Patterson prepared a
memorandum concerning the named Plaintilf to be given
to Motorola's internal law departrnont on February 6,
2002. (Decl. [*15] of Bobhi Cooper at P2). This
document is PR. 0063-0065, Twa of the recipients of this
document (email) wers Kay Hoogland and Margaret
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Hockenberry, members of Motorela's intermal law
department. Additionally, Ms. Cooper stated that since
the named Plaintiff"s statement to her regarding his suing
Defendant, Motorola's internal and outside attotneys
have directed her {o assist them by coordinating with the
individual Dafendants and coordinating some of the fact
gathering efforts. (Decl. of Bobbi Cooper at P4). This
statement 18 supported by the material submitted to this
Court for an in camera inspection.

For example, PR 0011-0021, 0035-0039, 0047-0062
are chronclogical histories submitted to Ms. Cooper by
the individual Defendants on or about April 1, 2002.
These doctuments clearly are wotk product as they were
gathered only in anticipation of litigation and for the
purposes of assisting internal and outside sttorneys in
this case. Additionally, documenis 0004-0008, 0010,
0022, 0024-0028, and 0033 were created in anficipation
of litigation and for the purposes of assisting the

attorney's in the instant action. While most of these -

documents are merely communications regarding
deposition [*16] dates and schedules, they fit under the
wark-product privilege.

Howcver, documents stammped 0001-0003, 0029-
0032 and 0034 do not fit under the work-product
privilege. Rather, these documents appear to be
communications regarding the normal course of business
activities and not prepared in anticipation of litigation.
Therefore, 0001-0003, 0029-0032 and 0034 are
discoverable. Defendants are ordered to produce those
" documents to Plaintiffs within 7 days of this Order.

_the information in another manner.

Plaintiffs may still discover the documents deemed
work product above, however, if they demonsirate a
*substantial need" for the documents and that they wouild
suffer "undue hardship" if they were required to obtain
Caremark, 195
F.RD. at 614, This burden {a difficult to meet and is
satisfied only in "rare situations, such as those involving
witness availability," Trustmark Insurance Co. v
General & Cologne Life Re of America, 2000 U.S. Dist.
LEXIS 18917, 2000 WL 1898518, at *3 (N.D. Iil. Dec,
20, 2000). Plaintiffs have failed to meet this burden,
Plaintiffs can obiain the information coptained in the
factual chronologies and/or investigative reports by
submitting interrogatories [*17] and/or deposing the
author of the chronology or report.

Conclusion

For the above stated reasons, Defendants' Motion for
a Protective QOrder is pranted in part and denied in part.
Defendants are ordered to producs the documents bate
stamped 0001-0003, 0029-0032 and 0034 within 7 days
of thig Order. The remaining bate starmped documents are
privileged.

ENTER

P. MICHAEL MAHONEY, MAGISTRATE
JUDGE :

TUNITED STATES DISTRICT COURT

DATE: 7/3/03
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OPINIONBY: MICHAEL H. DOLINGER

OFPINION:
MEMORANDUM & ORDER

MICHAEL H. DOLINGER
UNITED STATES MAGISTRATE JUDGE:

Plaintiffs are former employees of the defendant
Empire Blue Cross Blue Shicld, They have sued under
the Employee Retirement Income Securify Aect, 29
USC § 110! et seq., challenging the demial by
defendant of certain life insurance benefits allegedly
prormjsed to them.

The parties [*2] currently dispute the discovery.
status of soms documents in the possession of a non-

.patty, the Segal Company, which served as an actuary

and consultant to Empire, In that consulting capacity,
representatives of Segal apparently participated in the
decision-making process that led Empire to change the
benefits plan in which plaintiffs were participants or
beneficiaries.

Plaintiffs served a subpoena duces tecum on Segal,
which triggered 2 motion by defendant to quash the
subpoena in part, Specifically, defendant contends that
geven docutnents sought by plaintiffs from Segal are
protected by defendant’s attomey-client privilege and
that two of them are also immunized from discovery
under the work-product rule. '

For the reasons that follow, we grant the motion in
part; concluding that one of the seven documents and a
portion of 2 second decument are protected. -

ANALYSIS

Singe the claims and defensea in this case arise
under federal law, Fed R Evid 50! dictates that the
application of the attomosy-client privilege is governed by
federal law. See, e.g., United States v. Goldberger &
Dubin, P.C., 935 F.2d 501, 505 (2d Cir. 1991); von
Bulow v. von Bulow, 811 F.2d 136, 141 (2d Cir. 1987).
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[*3] As for the work-product tule, it is always assessed
under federal law in the federal courts. See, e.g., United
Coal Cos. v. Powell Constr. Co., 839 F.2d 938, 966 (3d
Cir. 1988); Bowne of New York Clty, Inc. v. AmBase
Corp., 150 F.RD. 465, 47! (S D.N.Y. '1993).

A. The Attorney-Client Privilege

The attorney-client privilege protects from
disclosure those communications made in confidence
between an attorney and a client for the purpose of
facilitating the attorncy's rendering of legal services to
the client. See, c.g., United States v. Constr. Prods.
Research, Inc., 73 F.3d 464, 473 (2d Cir. 1993); United
States v. Adlman, 68 F.3d 1495, 1499 (2d Cir, 1993);
United States v. Schwimmer, 882 F.2d 237, 243 (2d Cir,
1989). The privilege s not limited, however, to
communications directly between client and counscl. It
also encompasses contacts between the attormney and a
client's agent or representative and between the client
and the attorney's agents, provided that the
communications are intended to facilitate the provision
of legal servicesz by the attorney to the client. See, e.g.,
Adlman, 68 F.3d at 1499 [*4] (citing United. States v.
Kovel, 296 F.2d 918, 918 (2d Cir. 1961)); Golden Trade,
s.I. L. v. Lee Apparel Co., 143 FRD. 314, 518 (S8.D.N.Y.
1992} (citing 2 J. Weinstein & M. Berger, Weinstein's
Evidence P 503(b)[03] at 503-1, 503-6 (1990)). Since all
of the decuments at igsue were either authored by or sent
. to Segal -- which iz not the client -- Empire argues that
the privilege applies because Segal was assisting
defendant's attorneys in preparing and rendering adviee
o Empire.

To assess this argument, we first tum to the
evidentiary recard before ns. In this regard we note that
the party that invokes the privilege bears the burden of
proving the facta on which the privilege claim is based,
. Bee, g, Adlman, 68 F.3d at 1500. To satisfy that

“burden, the party cannot rely on conclusory assertions,
but rather must proffer competent evidenee to
demonstrate that its privilege claims are well founded.
E.g., von Bulow, 811 F.2d at 146,

In this case defendant proffers principally the
affidavit of Joyce Tichy, Esq., who is an Assistant Vice
President and Associate Counsel for Empire, We have
also been provided portions [*5] of the deposition
testimony of S. Tyrone Alexander, the defendant's Senior
Vice Prezident of Human Resources.

We are not told in detail by either Ms, Tichy or Mr.
Alexander what specific services Segal performed for
Empire in comnection with this project, although some
idea of Segal's tole may be gleaned from the withheld
documents. The record so created demonstrates that
Empire apparently had a long-term relationship with
Segal, which served as the actuary for one or several of

the benefit plans .maintained by Empire for its
employees, In addition, however, a representative of
Segal served on a working group estahlished by Empire
to determine whether and in what respects the company
should change its benefits plans, and Sepal performed
other services for Empire in ¢onnection with that project.

Segal's representative on the task force was not an
attorney, and Segal itself is not a law firm. Rather its
expertise, insofar as pertinent to  the benefits
modification decision, appears to have been in acquiring
information about what other companies were offering
and possibly in assessing the economic and competitive
significance of proposed changes in the beneﬁt plane
offered by Empire. [*6]

Given the apparent fact that Empire and its counsel
utilized the services of Segal in assessing the advisability
of altering Empire's benefits plan, we do not view the
Second Circuit's decision in United States v. Ackert, 169
F.3d 136 (2d Cir, 1999), a3 neceasarily fatal to Empire's
privilege claimg, In that case the attorney for the client
had consulted an secounting firm for information useful
to the attorney's performance of his legal dutiss to the
client, but there was no indication that the accounting
firm had been tetained in whole or in part by the attormey
or the client to assist in the project for which the legal

. services were being provided. Jd. at 139-40. In contrast,

as noted, here the Segal Company was involved as a
cotgultant on the very project for which the attorney was
alao rendering azsistance to Empire.

‘Nonetheless, the privilege claims of Empire can
succeed only if the Segal employees' participation in the
assertedly protected communications was designed to
assist the attorney to perform her counscling function,
and not merely to aid the business decision of Empire's
officers. See, e.g., Adiman, 68 F.3d at 1500. [*7] To
assess that question, we have reviewed the withheld
documents in camera. Based on that review and the
evidentiary record, we make the following rulings on
defendant's ¢laim of attomey-client privilege.

1. Memotandum from Joyce Tichy, Esq. to Noel
Boyland and Others

This memorandum from Empire's attomey to a
number of Empire employees and to  Segal’s
representative, Noel Boyland, encloses a draft of a Jetter
prepared by counsel for transmission to the State
Insurance Superintendent. The covering memorandum
requests that Mr. Boyland and other recipients review the
letter and aftached documents, and in context it is evident
that this review is intended to assist the attormney in
preparing the final version of the letter. Since preparation
of that letter iz within the scope of the legal services that
the attorney is providing, document 1 comes within the
scope of the privilege.




Case: 1:02-cv-05893 Document #: 235 Filed: 06/06/05 Page 26 of 68 PagelD #:3268

Page 3

1999 U.S. Dist. LEXIS 17281, %

2. Memorandum from Joyce Tichy, Esg. 1o Noel
Boyland

This communication from Empire's attorney
convey: to Segal a copy of a memorandum that the
attorney was sending to the corporate client. The memo
to the client conveys an item of information previously
requested by the client,

This set of documents [*8] is not protected by the
privilege. First, there is no indication that counsel
undertook this communication to Mr. Boyland to assist
her in performing any services for the client, whether of
a legal nature or otherwise, - Second, the underlying
metno to the client conveyed only a purely factual item
of information, not self-evidently related to any legal
service that an attorney might be expected to perform for
a client. Since the conveyance by an attorney io a client
of facts learned elsewhere is not profected by the
privilege and is not ordinarily a legal service, see, e.g.,
Smith v. Conway Org., Inc., 154 F.RD. 73, 78 (S.D.NY.
1994), there is no basis for vicwing this communication
to Segal as protected.

3. Notes by Noel Bayland

This document consists of handwritten notes by Mr.
Boyland of a meeting of the "Board", presumably of
Empire. The notes do not, on their face, reflect any legal
advice by counsel, and appear to refer to a disenssion of
non-legal aspects of the decision whether to modify
Empite's benefit plans. 3ince defendant offers no
competent evidence that this document reflects attomey-
client privileged communications, nl we conclude that it
has [*9] not met its burden to demonstrate the
applicability of the privilege.

n] Empire's trial attorney lists this document
as privileged on the basis that it contains "notes
of comments by counsel regarding legal aspects
of retiree henefit changes." (Undated Declaration
of Gary H. Glaser, Esq., at P 3 (quoting privilege
log)). This assertion is not competent evidence,
since there is no indication that trial counsel was
present at the meeting, and there is no other
source of information as to what the notes reflect,
gither . from their author or from corporate
counsel. As noted, the notes themselves also do
nat appear to reflect legal advice.

4, Memorandumn from Sonia Peter (of Segal) to
Joyce Tichy, Esq.

This memorandum was sent from an employee of
Segal to Empire's counsel and conveyed certain data that
the attorney had requested from Segal. It is not self-

evident from the document that the information was
sought by counsel in order to facilitate her rendering of
legal advice to the client, althowgh that is at least [*10]
possible. '

We infer that defendant relies in this respect on the
general statement by Ms. Tichy in her affidavit that her
role in connection with Empire’s decision to change its
benefits plang "was solely legal, and was solely to render
my legal opinion regarding potential risks, ramifications
or liabilities associated with various proposed changes to
benefits provided by Empire to bothi its employees as
retirees.” (Aff. of Joyce Tichy, Esq., sworn to June 4,
1999, at P 8). The implication is that any request by her
to Segal for information was necessarily related to her
performance of her lepal advisory function.

The difficulty with this assertion is that it appears to

- be contradicted by at least one of the withheld documents

- mumbered 2 -- which, as noted, indicates that counsel
was also providing the client with business-related

factual data, separate and apart from her advisory

function. Given this lack of clarity, we conclude that
defendant has not demonstrated that this particular
document waa conveyed to counsel for the purpose of
agaisting her in formulating legal advice for the client.
See, e.g., Adiman, 68 F.3d at 1300 (privilege claim
rejected since evidence [*11] was subject to conflicting
interpretations).

5 & 6. Memos from Segal to Joyce Tichy, Esq. { #
5} and from Segal to Joscph Blunk ( # §)

The next two documents are a memorandum from
Sonia Peter of the Segal Company to Empire's attomey
and 2 letter from Ms. Peter to Empire's Vice President for
Compensation, Benefits & HRIS, Each of these writings
gncloses the same chart, summarizing legal research
performed at Segal. There is no specific indication that
Segal undertook this research at the request of the
attorney, and indeed the memorandum addressed to Ms.
Tichy appears to suggest the contrary, n2 ‘

n2 From the letter to Mr. Blunk it may also
be inferred that this research was performed at his
request rather than at that of Ms. Tichy.

In this somewhat unasual circumstance we conclude
that the attorney-client privilege may not be asseried.
The privilege protects commumications by an attorney
that embody the attorney's legal advive. It also covers, as
noted, comrmunications by others within the reach of the
attomey-client [¥12] relationship that are designed to
facilitate the attorney's performance of legal services. It
does mnot, however, cover commumnications between a
non-attorney and a client that involve the conveyance of
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legal advice offered by the non-attomey, sxcept pethaps
when the non-lawyer is acting under the supervigion and
at the direction of an attorney. See, e.g., Mat! Hockey
League Flayers' Assoc. v. Bettman, 1994 US. Dist
LEXIS 1160, 1994 WL 38130, at *12 (8. D.N.Y, Feb. 4,
1994); Strvker Corp. v. Intermedics Orthopedics, Inc.,
145 F.R.D. 298, 303 (E.D.N.Y. 1992),

Although the matter is not free from doubt, it
appears in this instance that Scgal chose to undertake
legal research either on its own or at the suggestion of a
non-lawyer at Empire, and then provided the fruits of

that research to the non-lawyer client and to Empire's

counsel, Such work by a non-attomney, undertaken
without a request by the attomney to assist her, is not
within the privilege, see, e.g., Qceidental Chem. Corp. v.
OHM Remediation Servs. Corp., 175 F.RD. 431, 435
(W.DN.Y. 1897} (no privilepe absent proof that non-
attorney was hired to assist counsel); Nar! Hockey
League Players' Asy'n, 1994 WL 38730, [*13] at %12
(samec); cf Golden Trade. sx. L, I43 FRD at 519
(protccting communications with non-attorney patent
agents), and hence is unprotected. n3

n3 We offer no suggestion as to whether
these document would bo protected under the

worl-product rule, since defendant does not

invoke that defense to production for these
documents. '

7. Memorandum from Joyce Tichy, Esq. to Noel
Boyland With Attached Docurnents

The last document consists of 3 memorandum from
Empire’s counsel to Segel's representative, and two
attached memos. One conveys four questions or requests
for information from an officer at Empire, and the other
embodies a proposed response, apparently authored by
the attorney. In the cover memorandum, however, the
attorney requests that Segal's representative review the
attached response before it is conveyed to the client.

Of the four inquiries, une calls for lepal analysis and
the other three seek purely factual information. The
responsive memorandum consigts of a legal analysis
prepared [*14] by or for the General Counsel, and
briefer responses to the factual inquiries.

The commumication by counsel to Segal secks

assistance by the consultant in preparing a document that
consists predominantly of legal advice rendered by the
attorney to her client. As such it is covered by the
privilege. As for the other two documents, to the extent
that they reflect 2 request for legal advice to counsel and
the attorney's advice in response to that request, they are
protected. ‘
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The other segments of the two attached documents
are not protected. The information in question is, as
noted, purely factual, and appears to have been compiled
originally by non-lawyers at Bropire from the company's
own records. Moreover, it is apparent that this data was
intended to assist the business decision-makers to assess
the economic impact of possible alternatives, and thus
doos not reflect the performance by counsel of legal
services. See, e.g., United States v. Millman, 822 F.2d
305, 310 (2d Cir. 1987); General Elec. Capital Corp. v.
DirecTV, Inc., 1998 U8, Dist. LEXIS 18932, 1998 WL
849389, at *6 (D.Conn. July 30, 1998). The fact that the
data was funneled by Empire through its attomey for
conveyance [*15] back to a hipher level decision-maker
within the company docs not trigger the protection of the
privilege if it would not otherwise apply.

B. The Work-Product Rule

In support of the motion to quash, defendant invokea
the wotk-product rule as an alternative ground to protect
sgainat compelled production of twe of the seven
disputed documents, those numbered 2 and 7. n4 We
conclude that document 2 is not protected by the rule,
and that the portion of document 7 that embodies legal
advice, and is thus covered by the attormey-client
privilege, is also protected wark-product.

nd In its memorandum of law, defendant
initially lists documents 1, 2 and 7 as the items
for which work-product immunity is sought.
(Def's Mem. of Law at 9). In the body of its
argument, however, the memorandum refers only
to documents 2 and 7, (Id. ar 9-10).

Rule 26(b)(3) of the Federal Rules of Civil
Procedure establishes a - qualified immunity from
discovery for documents "prepared in anticipation of
litigation or for trial" by the [*16] party or its attorney or
by an agent of the party or attorney. As recently
mterpreted by the Second Circuit, this wording covers
documents prepared “"because of' litigation or the
prospect of litigation, regardless of whether the
document was intended to asgist in such litigation. See
United States v. Adiman, 134 F.3d 1194, 1196-1203 (2d
Cir. 1998). Moreover, there {s no requirement that the
anticipated litigation be imminent rather than merely a
potential future prospect. If the preperation of the
document is atteibutable to concern about the possihility
of such litigation in the future, Rule 26(b)(3) i3 miggered,
1d. ar 1198. 8ee also id. at 1205 (Kearse, 1., dissenting).

The protection of the wurk;pmdu::t rule is only
conditional. Thus, even if otherwise applicable, it tmay be
overcome if the discovering parly demonstrates that he
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"hes [a] substantial need of the materials in the
preparation of [his] case and that [he] is unable without
undue hardship to obtain the substantial equivalent of the
materials by other means." Fed. R. Civ. P. 26(b)}(3). See,
e.g., Horn & Hardart Co. v. Pillshury Co., 888 F.2d 8,
12 (2d Cir. 1989). [*17]

In pressing its work-product theoty, defendant
makes no effort to demonstrate an evidentiary basis for
its claim, at least in the affidavits and deposition
testimony proffered on the motion. Again, however, it is

possible that some support for the claim may be found in:

the substance of the withheld documents, and we have
therefore referred to them for this purpose.

As noted, document 2 containg an answer'to a purely
factual question posed by an official at Bmpire., There ig
nothing in the document that suggests that the factual
inquiry in question was motivated by a concem about
possible future litigation, as distinguished from a need to
assess the financiat considerations that might affect the
decizion whether to change the company's benefits plans,

As for docutnent 7, we have already concluded that
the sections containing a legal analysis are protected by
the attorney-client privilege. The same portions of the
document are plainly within the ambit of the work-
product rule, since the contents of the enalysis make it
sclf-gvident that the concem of the client that elicited the
analysis was the prospect of litigation. Sec Adlman, 134
F.3d at 1202. We also note that [*18] plaintiffs

demonstrate no cormpelling need for these portions of the
document, see, e.g., Martin v. Valley Nat'l Bank, 140
F.RD. 291, 304 (SD.N.Y. 199]), and therefore cannot
justify setting aside the protection of the work-product
rule in this instance.

The balance of the document does not trigger the
same protection, It involves factual information relating
i buginess considerations that might affect the decision
in question, and we have every reason to believe that the
cotporate decision-makers would have reviewed such
data even absent any concern ahout possible futare
lawsuits.

CONCLUSION

For the Tcasons noted, we conclude that document 1
is profected by the attorney-client privilege, and that the
portiona of document 7 that refer to of contain legal
anglysis are protected by the privilege and also constitute
protectible work product. The balance of the documents
at issue have not been shown to be privileged or
otherwise imrune from discovery and are thercfore to be

‘produced within seven days.

Dated: New York, New York
November 2, 1999
MICHAEL H, DOLINGER
UNITED STATES MAGISTRATE JUDGE
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OPINIONBY: MARTIN C. ASHMAN

OPINION: _ .
MEMORANDUM OPINION AND ORDER
1. Procedural Background

Defendants, Mitsubishi Hoavy Industries, Ltd. and
Mitsubishi  Lithographic  Presses U.S.A,, Inc.
("Mitsubishi"), bring this motion teo compel Plaintiff,
Heidelberg Haris ("Hamis"), to produce documents
claimed to be immune from discovery under the attorney

client and work product privileges and additionally, to
produce, in umnredacted form, documents  already
produced,

Prior to the filing of this motion, [*2] Harrls was
withholding over 500 documents under claims ' of
attorney client and work product.- privilege. After the
motion ta compel was filed, Harris reviewed its privilege
log and produced slmost 200 docurnents, many in
redacted form. Mitsubishi, however, contends that the
majority of the documents still claimed to be privileged
are outside the scope of either the attorney client or work
product protection, Consequently, Mitsubishi seeks the
production of most of the temaining docurments in
unredacted form, and the unredacted production of
documents already produced. The documents have been
submitted to this Court for in canera inspection,

I1. Factual Background

Harris brought this suit afleging the infringement of
fhree of its patents, all of which cover offset printing
presses, specifically gapless blanket cylinders, used in
the printing of newspapers, magazines and other
publications. The patents at issue in this case include
Patent Nos. 5,304,267 ("the '267 patent"), 5,429,048
("the 048 patent”) and 5,440,981 (“the '981 patent”).
Harris claims that Mitsubishi is willfully infringing these
thres patents, thus subjecting Mitsubishi to potential
liability for treble damages. [*3] 33 US.C § 284
Mitsubishi denies the infringement of any Harris owned
patents and further claims that the patents are invalid and
unenforceable.

ML, Legal Analysis
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In agserting that Harris' unproduced documents are
not within the scope of either the attomey client or work
product privilege, Mitsubishi divides the documents into
five categories, with numerous documents falling into
mote than one category. As an introductory matter, the
Court notes that,- because of the large numbers of
documents reviewed, the Court will make its ruling on
categories of documents, rather than explaining the basis
for its ruling on cach document individually. However,
where the Court finds that a document is not privileged,
the Court will addregs the document individually and
explain the basis for its finding.

Catelgory One--Comtnunications Not  Involving
Attorneys

The first category of documents delineated by
Mitsubishi are those which it claims do not contain
communications to or from attorneys. Mitsubishi claims
that theze documents were neither authored nor received
by attorneys. Defendant therefore contends that Harris
must identify an attorney operating in his legal capacity
to whom [*4] the docuyment was sent or from whom the
document originated in order to establish protection
under the attorney client privilege. Mitsubishi essentially
argucs that, where the document was neither authored by
or snt o &n attorney, it cannot constitite a
communication with an attorney, and thus is not entitled
to protection under the attorney client privilege.

The casential elements of the attorney client
privilege, as set forth by Wigmeore, include:

(1) Where legal advice of any kind is
sought (2) from a professional legal
advisor in his capacity as such, (3) the
commumications relating to that purpose
(4) made in confidence (5) by the client,
(6) are at his instance permanently
protected (7) from disclosure by himself
or by the legal advisor, (8) except the
protection be waived.

8 J. Wigmore, EVIDENCE §
(MacNaughton rev, ¢d. 1961).

The party asserting this privilege bears the full
burden of establishing these elements. Fiseker v. United
States, 425 U.S. 391, 48 L. Ed 24 39, 96 8. CL 1569
(1976). Therefore, the mere fact that an attorney client
relationship exists does not create a presumption of
confidentiality, (/8. v. Tramer, 511 F.2d 248 (7th Cir.
1975). [*5] The party asserting the privilege must
affirmatively demonstrate why the privilege should
attach, which requircs the party asserting the privilege to
show who was involved in the communication and that

2202 at S04,

the advice sought was of a legal nature. See Fischer,
supra.

While revealing a privileged communication to a

third party generally destreys the privilegy, if the third

party shares a community of interest with the privilege
holder, the privilege remains intact. See Baxter Travenol
Laboratories, Inc. v. Abbott Laboratories, 1987 WL
129019 (N.D. Hl. 1987). A community of interest arises
when two parties have an identical legal interest with
respect to the subject matter of a communication
between an attorney and a client regarding legal advice,
Baxter Travenol, 1987 WL 12919 at *1. A community of
interest may arise between two companies jointly
developing a patent because they have a common legal
interest in obtaining the greatest protection and ability to
profit from the patent, fd. The community of interest,
however, covers only communicetions relating to the
prosccution and litigation of the patents, and not
communications relating to the parties rights between
thermselves. [*6] Jd. at *2.nl

nl During the course of the September 10,
1996 oral argument on Mitsubishi's motion, the
Court ruled that Harris shared a community of
interest with American Roller, but did not share
any such relationship with Day International or
Reeves Brothers. The Court notes, however, that
g community of interest existed between Harris
and Reeves Brothers solely for the purpose of the
litigation discussed in Doc. No. 238 in category
four, Based on this commmmity of interest, the
Court finds Doc. No. 238 to be privileged and not
subject to disclosure, However, for the purposes
of the other documents to which Reeves was a
party, no such community of interest exists, and
indeed, the Plaintiff never argued to the contrary.

Additionally, Defendants claim such documents
cannot be subject to the work product immunity. The
work product immunity protects from discovery an
attorney's thoughts, strategics, mental processes and
opinions prepated in anticipation of litigation. See
Hickman v. Taylor, 329 (.5, 495, [*7] 67 5. Ct. 385, 91

" L. £d. 451 (1947); FED. R. CIV. P. 26(b)(3) (1970).

Keeping the above principles in mind, the Court has
conducted an in camera review of the documents in
Mitsubishi's category one. Included in this catepory are
documents numbered: :

6, 22-24, 36, 40, 60, 66, 78, 89, 101, 128,
135, 159, 182, 196-197, 199, 267, 269,
300, 309, 321-323, 325, 352-333, 355,
367, 393, 399, 410-411, 441, 454-455,
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46%, 482-483, 486, 488-489, 496-4569,
503, 511 and 533.

The Court finds that the following documents are
subject to the attorney client privilege based on the fact
that each document is either a communication from an
attorney to employees of Harris conveying legal advice
"on the patents at.issue in this case or related patents, or a
communication from a Harris employee to counsel
conveying information for the purposes of obtaining
legal advice on the above issues:

22, 23, 24, 36, 60, 66, 78, 89, 128, 135,

159, 182, 196, 197, 199, 267, 300, 321,

322, 323, 352, 353, 355, 393, 410, 441,

469, 486, 488, 496, 497, 499, 305, and
- 511

The Court also finds that the following documents,
which contain attorneys’ thoughts and atrategies prepared

in anticipation of this [*8] litigation, are subject to the

work product doctrine: 60, 66, 323, and 355.

The following category one documents are not
protected by the attomey client privilege or the work
product itmmunity, or are only protected in part: -

Doc. No. 6 - 'This document is a
handwritten note of one of the inventors,
Jim Vrotacoe, regarding sleeves for the
offset press, It contains neither legal
advice from an attorney, nor information
that was conveyed to counsel to obtain
legal adviee. The document is therefore
not subject to any protection and must be
produced unredacted.

Doc. Nos. 40 -- This is a communication
from Bogert to Hamis employees
conveying legal advice about the
Mitsubishi blanket, Pages two and three
of the docurnent are therefore privileged
and need not be disclosed. However, the
first page is a blank pape with a
handwritten note on it which is not
privileged and mmst be produced.

Doc. No. 101 -- This is a letter from the
Canadian  patent  agent, Dennison
Associates, to a Hatris employee
regarding the Canadian patent application.
Although the representatives of an
attorney come within the ambit of the
attorney client privilege, patent agents are
generally [*9] not considered to be an
attoney's representatives for purposes of
the privilege, n2 Sueider v. Kimberly-

Clark Corp., 91 F.RD. 1, 5 (N.D. [l
1980). Consequently, this document is not
privileged and must be produced
unredacted.

Doc. No. 269 — This document is a letter
from a Harris employee to an employee of
American Roller, a company with which
Harris co-developed 2  patent,
memoriglizing a draft of a . confract
between the two companies. No attorneys
were involved in this communication and
the document is therefore not privileged
and must be produced in unredacted form.

Doc. No. 309 -- This ig a handwritten note
from one Hamis employes to another
discussing the joint patent application
with American Roller, Thizs document was
the subject of a declaration that purporied
to establish the existence of an attomey
client privilege, however, the deg¢laration
is not sufficiently specific to convinee the
Coutt of the applicability of the privilege
to a document which appears, on its face,
to contain only non-privileged business
information.

Troc. No. 325 -- This communication is an
e-mail from one employee of Harris to
another rcgarding the blanket rubber
formulas [*10] and does not convey legal
advice or information conveyed for
purposes of obtaining such advice, The
document must therefore be produced in
unredacted form.

Doc, No, 367 - This document iz an
invention disclosure ~form that is
essentially identical to Doc. No. 366
which Hamiz  voluntary  disclosed.
Thercfore, the privilepe with respect to
this document, if any existed, iz waived
and the document must be produced.

Doc No. 399 -- This is an e-mail from one
Hamis employee fo another discussing
conversations with Day International. The
document does not contain any privileged
information and therefore nmast be
disclosed. The Court notes that this
docurnent was the subject of a declaration
that did not maich the substance of the
document. The declaration was therefore
disregarded in ruling on this document.

Page 3
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Doc. Nu. 411 — This comimunication is a
facsimile from an American IDay
employee to a Harrie employee
reproducing a letter originally sent from
an American Roller ¢mployee to a Day
International employse., The privilege
with respect to this document is waived
by virtue of disclosure to a third party,
Day, and the document must be produced

Dac. Nos. 454 and [*11] 455 -- No. 454
is an e-rmail from one Harris employee to
another  regarding  blankets  being
developed by Grace. Doc. No. 455 is a
copy of Dog, No. 454, Neither document
contains any privileged communication,
as both involve business information.
Therefore, both documents must be
produced unredacted,

Doc. Nos, 482 and 483 -- Doc. No. 482 is
a letter from a Harris employee to an
American Roller employee regarding the
American Roller agreement. Doc, No. 483

is a copy of Doe. No. 482, Neither .

document involves a communication with
an attorney, nor does either. serve to
convey legal advice. Therefore, the
documents must be produced.

Doc. No. 489 -- This document is a copy

of & European patent containing

handwrittcn notes of a Harris employce
reflecting  information conveyed to
counsel to obtein legal advice. The
European patent is public information and
is therefore not privileged and must bie
produced, However, the handwritten notes
are protected by the attorney client
privilege and may be redacted.

Doc. No. 498 — Thiz document is the
handwrilten notes of a Harris employee
reflecting instructions to seek legal advice
on certain  issues  and  containing
miscellaneous  [*12] business
infortnation. The notations concerning
obtaining legal advice from Tarolli on the
top of the page may be redacted as they
are protected by the attorney client
privilege. This information was ultimately
conveyed to Tarolli to obtain legal advice
on patent related issucs. However, the

Page 4

rermainder of the document is not
privileged and must be produced.

Doc. Mo, 533 — This conmunication is a
handwritten memo from a Reeves
employee to an American Roller
employee regarding printing blanket
terminology. This document contains no
legal advice, nor information conveyed to
obtains such advice and iz therefore not
privileged. Additionally, any privilege
wonld have been waived by virtue of the
document’s disclosure to third patties.

n2 While the Court conciudes that (he
German patent agents at issue in this case are
covered by the attorney client privilege based on
its analysis in the later part of this opinion, the
Court notes that this determination was made az a
result of evidence presented which established
that the German patent agents were engaged in
the substantive lawyering process and were
authorized under the law of their country to act,
in essence, as attorneys. This conclusion with
respect to the German patent apents in no way
alters the general rule that patent agents who
merely act as a conduit for information are not
within the scope of the attorney client privilege.

(*13]
Category Two—-Ananymous or Undated Docurnents

The second category of documents designated by
Mitsubishi are those it contends are ahonymous or
undated or both, Defendant claims that these omissions
make it impossible to determine the applicability of the
attorney client or work product privileges. No documents
which are solely in this category are any longer at issue
ag a result of this Court's September 10, 1996 ruling and
Harris' subsequent production.

Category Three--Document Not Addressed to a
Reeipient

The thitd category of documents set forth by
Mitsubishi includes documents not addressed to a
recipient. Mitsubishi characterizes these documents as
memoranda to  files. Defendants argue that these
documents cannot be privileged because, where a
document iz not addressed to anyone, there is no
communication with a elient. Included in category three
are Doc. Nos.: '

6, 22-24, 36, 66, 89, 159, 196, 197, 262-
264, 273-277, 323, 353, 355, 367, 373,
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393, 406, 410, 469, 486, 496-498, 505,
511 and 552.

Memos to files prepared by non-legal personel
contalning business information are clearly not
privileged, These memos are nol communications
directed to anyone for the [*14] purpose of obtaining
legal advice and cannot therefore fall within the ambit of
the privilege. Sneider, 91 F.R.D. @ 6 The same
reasoning applies with equal force to memos to file
prepared by counsel because, once again, the intent to
confidentially communicate with the client is missing. fd.
However, these afttorney produced memos may be

" covered by the work product privilege if they contain the
attomey's mental impressions and were prepared in
anticipation of litigation. /4. Additionally, "memoranda
of information or advice directed to or received from an

* attorney, prepared by an apent of the client or attorney,

as a record of that advice or request are protected by the
attorney client privilege. That the notes simply highlight
or outline relevant portions of that advice should in no
way defeat the privilege," Abbott Laboratories v. Airco,
Ine., Slip Op. No. 82 € 3292 (N.D. IIl. Nov. 5, 1985).

Applying the above principals, the Court finds that
the following documents are subject to the attorney client
privilege:

22, 23, 24, 36, 66, 89, 159, 196, 197, 262,
273-277, 323, 353, 355, 393, 406, 410,
469, 486, 496, 497, 505, 511, and 552.

The following docwnents [*15] are also subject to
- the work prodyct privilege: 66, 323, 355, and 552,

The Court finds the following category three
documnents to be not within in the scope of the attomey
client privilege:

Doc Nos. 263-264 -- Doc. No. 263 is »
draft of a purchasing agreement between
American Roller and Harris, prepared by
one of Harris' attorneys, There is no claim
that this draft is in any material respect
different than the purchasing agreerment
ultimately used by the partics, The
agreement concemns the parties' rights
amongst themszelves in the patent the two
companies co-developed and does not
relate 1o the.prosecution or litigation of
that patent. The communication is
therefore not within the scope of the
parties' community of interest.and the
privilepe iz therefore waived. Doc. No.
264 is the same as Doc. No, 263, with the
addition of the attorney's handwritten
notes  conveying legal  advice to

employees of Harris. These handwritten
notes are privileged and may be redacted.

Doc. No. 373 -~ This document is the
typed notes of a Hamris employee
reparding  miscellanecus  information
about one of the patents with handwritten
notes reflecting legal advice given by one
of the Harris [*¥16] attomeys in a
meeting., The typed document is not
privileged and must be produced,
however, the handwritten notes are
subject to the attomey-cliont privilege and
may be redacted.

Additionally, Doc. Nos. 6, 367 and 498 were found
not privileged as a result of the Court's analysis of the
category one documents.

Category Four--Documents Related to  Internal
Business Strategy :

The (ourth category of documents encompasses
these communications which Mitsubishi claims relate to
Harrig' internal business strategy regarding licensing
negotiations with third parties. Documents in category
four include:

84, B7, 89, 91, 211, 238, 244, 254, 294-
295, 299-300, 324-327, 337, 342, 371,
174-377, 379-387, 389-3190, 392-400,
403, 405-406, 408, 410, 411-415, 418,
423, 427-431, 436, 438, 440-450, 452-
456, 458-467, 469, 478-479, 481-483,
505-506 and 513, ‘

Mitgubishi arpues that, because many of the documents
were sent to non-legal personnel, this indicates that the
documents involve business strategy rather than legal
communications,

Whete the client is a corporation, the Seventh
Circuit applies the "subject matter" test to determine the
scope of the ettorney client privilege. Under [*17] that
test, "if the agent is in possession of information acquired
in the ordinary course of business relating to the subject
matter of his employment, and the information is
comtmuniceted confidentially to corporate counsel to
assist him in giving legal advice, then the communication
is privileged." See Harper & Row Publishers, Inc. v
Decker, 423 F.2d 487 (7th Cir. 1970), aff'd, 400 US.
348, 918 Ct. 479, 27 L. Ed. 2d 433 (1971).

It is clear from the affidavits submitted and the
context. of the communications that all of the parties -
involved, either as authors or recipients, with the
documents in this category fall within the perimeter of
the subject matter test articulated above. Consequently,
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the Court finds the following documents to be protected -

by the attorney client privilege:

87, 89, 91, 211, 23§, 244, 254, 294, 295,
299, 300, 324, 325-27, 337, 342, 374,
375, 376, 377, 379-387, 192, 393, 396,
398, 399, 400, 403, 406, 408, 410, 413-
415, 430, 436, 438, 440, 441, 443, 446,
448, 460-467, 469, 478-479, 505, 506,
and 313,

The Court also finds that Doe. No. 238 is privileged.
This document i3 from an attorney for Resves Brothers
to the attomey for Harris discussing [*18] legal strategy
and advice in snticipation of potential Litigation pursuant
to 35 USC § 1337 Reeves way one of two
manufacturing licensees of Harris' gapless blanket
technology. Reeves and Harris therefore shared the same
legal interest in enforcing the Harris owned patents.
Consequently, the Court finds that the two companies
shared a community of interest for purposes of the
information contained in Doc. No. 238,

The following documents are not privileged and
must be produced either unredacted, or in redacted form,
where indicated:

Dec. Na, 84 -- This is a memo from one
Haorris employee to othors regarding a
mecting to discuss 8 teview of the print
blanket. The memoe containa references to
attorney advice on the subject of the
blankets. The memo must be praduced,
but the attorney advice is privileged and
may be redacted.

Daoe. No. 371 -- This document is a letter
from a Harris employce to Day's general
counze] regarding the licensing agreement
between the parties. Thiz document is not
privileged because it was disclosed to a
third party not subject to the commumity
of interest eoxception. Any privilege is

' therefore waived and the document must
be produced.

[*19] Doe, No. 389 - This is an e-mail
from onc Hartis employee to other Harris
employces conveying information on a -
‘tnecting with Day. Although the Court
was unable to read the entite document
becanse portions were blocked out, the
information appears to be gencral
business and acheduling information
about the meeting which is not subject to

the attorney “client  privilege. The
document must therefore be produced.

Dae, No. 390 — This communication is an
e-mail from one Harris employee to
several others conveying information
about upcoming visits with Day and
Reeves. Most of the document contains
business information that is not subject to
the attormey client privilege, however,
paragraph fhree appears to contain legal
advice and may therefore be redacted. The
remainder of the document must be
produced.

Do¢, MNos. 394, 395 and 397 - Thess.

Page 6

documents are letters or memos from one

of Harris' attorneys to employees of
American Roller and/er Day conveying
information on the licensing agreement,
Because the documents were disclosed to
a third party, namely Day, which is not
subject to the community of interest
exception, any attorney client privilege

with respect to these documents [*20] has -

been waived, and all of the documents
must be produced.

Doc. No. 405 -- This document is a .

memorandum from a Harris employes to
the attorney for Day regarding a draft of
the licensing agreement. Since Day is not
covered by any community of interest

_exception, any attorney client privilege is

waived by virtue of disclosure to a third

party, and the document must be

produced.

Doc; Mo, 412 — This document is a letter
from one of the attorneys for Harris to a
Day employee regarding the ‘928 patent
application. Disclosure to Day has waived
any attorney client privilege and the
document must be disclosed.

Doc No. 418 -- This i3 an e-mail from one
Harris employee to another regarding
discussions with Day International
persormel about the licensing agrcement
between the two companies, This
communication contains buziness, rather
than legal, information and is therefore
not subject to the attorney client privilege.
Doc. No. 418 must be dizclosed.
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Doc. No. 423 — This communication is a
letter from a Day employee to a Harris
employee  regarding the  licensing
agreement. Attached is a copy of the
agreement with changes propoged by Day,
This document originated [*21] from a
third party not covered by the conmumity
of interest exception and any privilege is
therefore  waived. However, the
handwritten notes of the Harriz cmployee
requesting legal advice are privileged and
may be redacted.

Doc. Nos. 427, 428 and 431 -- These are
letters or memaoranda from an attorney for
Reeves to a Hatris employee reparding a

proposed licensing agreement. Attached
to Doc. No. 427 iz a draft of the .

agreement. Any privilege with respect to
these documents has been waived by
disclosure to a third party (Reeves), not
covered by the commumity of interest
exception, and the documents must be
produced.

Doc. No. 429 — This document is an e-
mail from a Harris employee to other
employees regarding  the  licensing
agreement between Harris and Recves.
The information contained in this
commuriication pertains to business and
technical, rather than legal, matters and is
therefore not privileged and must be
produced.

Doc. Nos, 442, 444, 445, 447, 449, 450,
452, 453 and 458 -~  These
communications are either lettors or e-
mail from one Harris employee to others
regarding  discussions  with  Grace
personnel about the testing of print
blankets, the development of [*22]
confidentiality agreements and other
matters related to businoss conducted with
Grace. These documentz do not contain
information conveyed for purposes of
obtaining legal advice or legal opinions,
but rather contain business information
and are therefore not privileged and must
be produced.

Doc. No. 456 -- This is a letter from one
of Harmis' attomneys to 8 Harris employee
with a copy of a Grace patent attached.
The. letter contains legal advice and

opinions and is therefore privileged,
however, the attachment is public
" information and is subject to production.

Doc. No. 459 -- This is an e-mail from
oneg Harris employee to others containing

" information on Ihe proposed business
relationship with Grace, The document
does not contain  any privileged
information and ™ must thereforc be
disclosed.

Doc. No. 481 -~ This iz a two-page

document. The first page contains no

ptivileged information and must be
produced. However, the second page

contains information conveyed for the

purpose of obtaining legal advice and is

therefore privileged.

Additionally, the Court notes that Doc. Nos. 411,
454-55, and 482-83 were ruled on'in category one.

Category Five—Documents [*23] Connected with
Harris' German Patent Agents

The fifth category delineated by Mitsubishi includes
those documents connected with members of Harris'
patent department in Germany, including Messra. Bogert,
Hoerschler, and Stoltenberg. Documents in category five
include:

21, 34, 42, 43, 50, 95, 97, 99, 123, 168-
171, 187-191, 288, 302-303, 354, 495 and
549.

After revicwing the arguments prescnted in' the
parties’ memotanda submitted in comneetion with
Mitsubishi's motion to compel, the Court roquestad the
submission of affidavits by the members of Harris'
German patent department regarding their qualifications
a5 attorneys, the structure of the German legal system
and their ability to practice law in Germany. These
affidavite and a memortandum arpeing that Harris'

- German patent employees were the functional equivalent

of American attorneys were submitted along with the
documents produced for in camera inspection and
Defendants were then given leave to file a response.

The submitted affidavits establish that Mr,
Stoltenberg is a Patentassessor and is the head of the
Patent Department at Heidelberger Druckmaschinen AG,
Hatrie' German parent corporation. n3 A
"Patentassessor” [*24] is an in-house patent attomey
who is qualified to practice before the German Patent
Office, but who is not able to represent a client before
the German District Court. Patentassessors are qualified
to conduct any activities which take place before the
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German Patent Office, including the appealing of
decisions of examiners on applications, and the filing and
litigating of opposition proceedings. Patentassessors may
also provide legal advice to clients on such issues as
patentability, patent infringement and validity.

n3 Mr. Stoltenberg is responsible for all
decisions related to patent lawsuits affecting
Heidelberg Harris in the United States and 1.5,
attorneys handling those suits report directly to
and request approval for any course of action
from Mr. Stoltenberg.

~ To become a Patentassessor, it is necessary to have a
technical university degree, to have completed ten years
of training with the patent department of a German
company and to have passed a three-day "bar" exam
concentrating on German patent law, [*25] but also
covering other arcas of German law. However, there is 2
distinction made between Patentassessors and a
Rechtsanwalt, or an attorney-at-law, who appears before
the civil and criminal courts,

Messrs. Bogert and Hoerschler are employed by the
Patent Department of Heidelberger Druckmaschinen AG

and are currently Patentanwaltzskandidats, studying to -

become Patentassessors. Both are qualified to render
advice and opinions on patent issues to Heidelberger
Druckmaschinen AG and jits subsidiaries. Additionally,
hoth have been under the supcrvision of and have
reported directly to Mr. Stoltenberg. Mr. Bogert has been
the primary person to whom Harris has tumed for patent
advice from October of 1988 to September of 1993,

Mitsubishi argues that, sinee neither Stoltenberg,
Bogert, nor Hoerschler are licensed attorneys, the
privilege cannot attach to any documents authored by or
sent to any of them. Defendants argoe that the extension
of the attorney client privilege to cover communications
not connected with a licensed attorney abrogates the
traditionally narrow seope accorded to the privilege. By
- affidavit submitted from a German attorney-at-law,
Defendants contend that, under German [*26] law, a
Patentassessor is not capable of creating a privileged
communication and that Paientanwaltzskandidats are
really no more than the German equivalent of an
American law student, unable to render legal advice or
create confidential comrmunicationa,

Additionally, Mitsubishi claims that applying the
privilege as Hamis contends it should be applied would
lead to an anomalous result which is contrary to the law
of the United States, Mitsubishi contends that if the
attorney client privilege is applied to the facts of this
case, the privilepe would be extended to cover a

coemununication created outzide of this couwntry, which
would not be privileged where made (in Germany) and
which, if made in the United States, would not be
privileged here, based on the fact that communications
with patent agents are gencrally not privileged
Defendant argues that Mr. Stoltenberg is more closely
equivalent to a Patent Ajent than to an attorney.

The Court finds that Mr. Stoltenberg is the
functional equivalent of an attorney and that the attorney
client prvilege  therefore  applies to  legal
communications with which he was involved.
Additionally, the Court finds that Messrs, Bogert and
Hoersehler were [*27] Mr. Stoltenberg's agents in that
they shared a relationship similar to that which exists
between an American attorney and a paralegal or law
clerk. Therefore, legal communications etnanating from
or received by Bogert and Hoerschler are also subject to
the privilege.

The purposc of the attorney client privilege is to
encourage the free flow of communications between the
professional quelified to give legal advice and the client
seeking that advice. Sneider, 91 FRD. at 20 A
mechanical application of this principle which focuses on
labels rather than reasoning defeats the purpose of the
privilege. It is therefore esgential to look to the substance
of the roles assumed by the parties, rather than merely
ending the analysis with the titles attached to the parties
involved. :

In this case, Mossts, Stoltenberg, Hoerschler, and
Bogert were all qualificd to give legal advice and were in
fact often relied upent by Harris in this capacity. Courts
have held that, where a foreign patent agent is engaged in
the "substantive lawyering procses” and communicates
with a United States attorney, the communication is
privileged to the same extent as a comununication
betwecn American co-counsel on the [*28] subject of
their jomt representation. See Mendenhall v. Barber-
Greene Co., 531 F. Supp. 951, 953 (N.D. 1. 1982);
Baxter Travenol Laboratories, Inc. v, Abbott
Laboratories, 1987 WL 12919 *8 (N.D. Il 1987). By
parity of reasoning, where a party who may arguably be
termed a forcign patent agent is engaged in the
substantive lawyering process and- comtnunicates with

- his client, the communication is privileged to the same

extent as a comnmnication betweoon an American
attorney and his client.

The documents listed below are all communications
to or from Mr, Bogett which either contain legal advice
or convey information for purposes of obtaining such
advice. Applying the principles discussed above, the
Court finds that these documents are coversd by the
attorney client privilege and are therefore not subject to
discovery. The privileged documents are:
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21, 34, 42, 43, 50, 95, 97, 123, 168, 169,
188, 189, 190, 191, 302, 354 and 549,

The remaining documents are not privileged and nmst be
disclosed in whole or in part for the following reasons:

Doc. No. 99 -- This document is & letier
from DBogert to a Hamis employee
requesting a copy of the agrecment
between [*29] American Roller and
Harrig, The letter containg no privileged
information and must therefore be
produced.

Doc. No, 170 -- This is a letter from
Wallon (written for Sioltenberg) to a
Harris employee requesting an improved
copy of a document which Harmis
previously sent to Stoltenberg. The
document contains no  privileged
information and st therefore he
disclosed.

Doe. No. 171 — This cornmunication is a
mema from an employee at Harris to
Bogert  conveying  business  and
administrative information. The memo
containg no legal advice or information
conveyed for purpeses of obtaining such
advice and is therefore not privileged and
must be produced.

Doc. Na. 187 - This is 3 cover letter from
Bogert to a Harris employee with a copy
of a German palent attached. The cover
letter contains no privileged information
and the German patent is information
which i¢ publicly available.  Therefore,
neither document ig privileged and both
must be produced.

Doc. No. 288 -- This is a compilation of
patent e¢valuations and patent abstracts
gent from a  Harris  employée to
Hoerschler. The documents contain
publicly available information and
business advice and therefore are [*30]
not privileged and must be produced.

Doc. No. 303 -- Thiz document i3 a memo
from one Harris employee to another
conveying business, rather than legal,
information or advice and is therefors not
privileged and must be produced.

Dog. No. 495 -- This communication is a
memo from one Harris employee to
another regarding Sunday press patent
activity. The document containg laigely
non-privileged information  and must
therefore be produced, however, the
information contained in paragraphs 2 and
7 is legal advice, subject to the attorney
client privilege, and those paragraphs may
be redacted.

The final two groups of documents Mitsubishi seeks
production of include A) documents related to Harris'

patent applications, including patent disclosures, drafts

of patent applications, and technical, non-legal material -
and B) the complets text of documents already produced
in redacted form. Iach proup will be addressed
individually below.

Group A--Documents Related to Hamis' Patent
Applications

. Mitsubishi moves for discovery of documents it
claims appear to be patent disclosures, drafts of patent
applications, and other technical, non-legal documents.
These doguments include: [*31]

13-17, 46, 50, 68, 78, 80, 93, 159, 162-
.166, 168-173, 177-180,- 182, 187-193,
198-199, 202, 204-205, 207, 209-210,
228-230, 249, 289, 291-292, 296, 301-
303, 308-309, 330-333, 339, 352-353,
357-364, 367, 373, 388, 301, 484, 486,
495-498, 511-512, 519, 521-522, 525,
529-530, 531-533, 536-549 and 557

The intermingling of technical information with
requests for legal advice or with the legal advice itself
does not automatically destroy the privilepe, Sneider, 91
F.R.D. at 4. Where the party asserting the privilege can
establish that the communications were intended to be
confidential and were made primarly to obtain legal -
advice or were primarily legal in nature, the privilege
may attach. fd. However, this protection will not be
extended to papers, communications and documents
arising from ex parte patent proceedings and therefore,
all "patent disclosures, draft patent applications and
technical, ton-lepal material related to the final parent
must be produced.” 7d.

In light of the above principles, the Court finds that
the following documents are primarily legal in nature in
that they predominately contain either legal advice or
information conveyed for the [*32] purpose of obtaining
such advice and are therefore privileged:
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13, 14, 16, 17, 46, 50, 68, 78, 93, 163,
164, 166, 168, 169, 172, 173, 177, 178,
188, 192, 193, 199, 202, 204-05, 207,
200, 210, 228, 229, 289, 296, 301-02,
309, 330-33, 339, 352, 357, 359-64, 388,
391, 484, 486, 496, 497, 519, 522, 531,
532, 536, 537-39, 547, 549 and 557.

Additionally, Doc. Nos. 17 and 549 were prepared

in anticipation of litigation and contain attorney:

sirategies and mental impressions and are therefore also
covered iy the work product dectrine,

The remaining documents are not privileged and
must be produced in part or in whole for the following
reasons:

Doc. No. 15 - This communication is a
letter from Hoerschler to a Harris
employee conveying legal advice on a
Mitsubishi patent, which iz attached to the
leter. The letier i3 a privileged
vommunication and iz not subject to
production, however, the copy of the
Mitsubishi patent is public information
and must be disclosed,

Doc, No. 80 - This is a memo from
Stoltenberg to Haris employees and
attorneys informing them that Mr
Hoerschler would be replacing Mr. Bogert
- a§ the patent engineer in charge of patent
matters [*33] at Harris. This document
contains no privileged commmunications
and must therefore be disclosed.

Doc. No. 162 -- This is a copy of an
information disclosure statement semt. to
the United States Patent and Trademark
Office by one of Harmis' attorneys. The
communication is related to ex parte
patent proceedings and appears to have
been part of the patent application and is
therefore not privileged and subject to
discovery.

Doc. No. 165 — This is a letter from one
of the attorneys for Hamris to Bogent
conveying legal advice and providing
information for the purpoaes of oblaining
legal advice, Attached i2 a copy of a draft
patent application. The letter containg
privileged communications and need not
be produced, however, the draft patent
application is public information and must
be disclosed.

Dog. No. 171 -- This communication is a
memorandum from a Harrizs employee to
Bogert discussing administerial’ patent
matters. The memo does not contain any
privileged information and is thercfore
subject to discovery.

Doc. No. 179 -- This document is a letter
from an American Roller employee to a
Harris employee discussing the joint
patent application with a [*34] copy of a
draft of the patent attached. The letter
contains huginess, rather than legal,
advice or information and is therefore not
privileged. The draft of the patent
application is also not privileged.
Conzequently, both documents must be
produced,

Doc. No. 180 - This is a letter from one
of the Hamisz attorneys to a Harris
employce containing legal advice on the
patent information disclosure statement
with a copy of the statemnent attached, The

‘letter is privileged and necd not be

produced. However, the attachment is part
of the patent application and must be
disclosed.

Doc. No. 187 - This communication is a
caver letter from Bopgert to a Harris
employee discussing the submission of
english tranelations of German patents
with a capy of the patents attached. The
letter does not contain any privileged
information and the patent is public
information. Therefore,- both mmst be
dizcloged.

Doc. No. 198 - This is & letter from one
of the attorneys for Harrig to a Harris
employee discuasing legal advice on some
of the patent applications with a copy of
the patent applications attached. The letter
is privileged and need not be disclosed,
but the drafts of the patent [*35]

-gpplications are public information end

st be produced.

- Doc¢. No. 230 -~ This document is a fax

cover sheet from one of the attorneys for
Harris to a Harris employee with a copy
of a Mitsubishi patent attached. The cover
shoet does not contain any confidential
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information and is therefore subject to
discovery and the patent is public
information and must be disclosed.
However, the handwritten notes tendering
legal advice which appear on the patent
are privileged and may be redacted.

Ddoc, Mo, 249 -- This is a letter from &
Hamis cmployee to a Grace employce
discuseing experimentation on the Grace
print blankets. The information appears to
be primarily business information, and
furthcrmore, any privilege - which may
have existed was waived by disclosure to
the third party, Grace. Conscquently, this
document must be produced,

Doc. Nos. 291 and 292 -- Dae. No, 291 is
the same as the first part of Doc. Ne. 292,
~which is a two part document, The firgt
patt of No. 292 is an e-mail from one of
the Harris attorneys to Bogert diseussing
training sessions. The sccond part of No.
202 is also an c-rmail to several Harris
employees from Harrig' in-house counse!
discussing [*36] legal advice from Harris'
putside counsel. The first part of the
docurnent  containg  no  privileged
information. Therefore, both Dec. No.
291 and the first part of Doc. No, 292
must be disclosed. However, the second
part of Doe. No. 292 (the e-mail from Lee
to Brown and others) is privileged and is
not subject to discovery.

Doc, No. 308 -- This is a letter from one
of the Harris attorneys to a Harris inventor
comveying legal advice on the gapless
blanket cylinder with a copy of US.
patents attached. The letter is clearly
privileged and need not be produced,
however, the attached patenis are public
information and must be disclosed.

Do, No. 358 -- This is a memo from one
Harris altorney to a Hamis employee
cotveying legal advice on the 'S87 patent
with a copy of an office action from the
United States Patent and Trademark
Qffice rejecting one of the Harris patent
applications. The letter  containg
privileged comumumnications and therefore
need not be disclosed, however, the
attachment iz public information and must
be produced. :

Doc. No. 373 ~ This document is the
typed notes of onc Harris employee
reflecting patent ideas with handwritten
notes reflecting legal [*37] advice given
by Harris' outside counsel. The typed
noteg are not privileged cormunications
and therefore must be produced, however,
the handwritten notes may be redacted as
they contain privileged information.

Doc, Ne, 512 -- This is a letter from one.
American Roller employee to an attomey
for  Amcrican  Roller  discussing
administrative information about the joint
Hatris/American Roller patent. The letter
does  not contain @ any privileged
comtrunications and is therefore subject
to production.

Dage, Nos. 521 and 525 -- These
dacuments are letters from an American
Roller employee to American Roller
personnel and a Reeves employee, Any
privilege is waived by disclosure to the
third party, Resves, with whom Harris
does not share a community of interest.
The document must therefore be
produced,

Do¢, No. 529 -- This is a letter from an
Americari Roller employee to one of
Harrig' attorneys discussing administrative
patent information. This document does
not contain legal advice or information
conveyed to obtain such advice and must
therefore be produced. '

Doc. No. 530 - This commmunication is a
letter from one American Roller employee
to another discussing the [*38] joint
patent developed with Harrig, Information
under "10/16/90" js not privileged and
therefore mmst be produced. However,
information " under "10/18/90" teflects a
privileged attorney client communication
and therefore may be left redacted.

Doc. Nos, 540-546 -- These documents
are letters or facsimiles from employees
of NEARC or Stork Screens to employees
of American Roller. Any privilege with
regpect to these documents is waived by
disclosure to third parties (NEARC and
Stork Screepns) not covered by the
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community of interest exception and all of
the decuments wmust therefore be
praduced.

Doc. No. 548 -- This is an e-mail from
ong Harris employee to another discussing
the Mitsubishi printing presses. The
cormmunication does not contain any
privileged information and muat therefore
be produced.

The Court notes that Dog, Nos, 170, 189-191, 303
and 495 were addressed in category five, Doc. No. 353
was addressed in category three, and Doc. Nos. 182, 367,
498 and 533 were addressed in category one.

Group B--Documents Already Produced in Redacted

Form

Finally, Mitsubizhi secks production of numerous
documents  already produced in redacted from.
Mitsubishi claims [*39] the redacted portions of these
documents are not subject Lo any privilege and that the
full text of the documents mst therefore be produced.
Consequently,  Mitsubishi  seeks the unredacted
praduction of the following documents:

1,2, 11, 12, 19, 35, 41, 44, 45, 47, 51-53,
56, 65, 67, 70, 72-74, 76, 71-79, 81, 86,
88, 94, 110, 120, 127, 140, 149, 152-55,
176, 181, 185, 186, 201, 203, 208, 212,
219, 220, 234, 235, 239, 240, 242, 246,
247, 253, 257, 260, 261, 278, 283, 285,
200, 293, 307, 320, 338, 347, 365, 402,
412, 471, 473, 474, 494, 503, 515, 518,
526, 528, 530, 535 and 555.

After examining the unredacted documents, the
Court concludes that the following documents need not
be produced in any greater. detail based on the Court's
conclusion that the redacted information was protected
under either the attorney client privilege or the work
product doctrine:

104, 2, 11, 45, 51, 52, 56, 67, 72-14, 76,
77, 18, B1, 86, 110, 120, 140, 149, 152-
55, 185, 186, 201, 203, 208, 235, 239,
247, 257, 285, 290, 293, 307, 320, 347,
365, 402, 471, 473, 474, 494, 503, 515,
526, and 555.

nd Thiz document is also subject to
protection under the work product doctrine,

[*40]
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The remaining documents must be produced in
unredacted form for the following reasons:

Doc, Nos, 12 and 65 -- These documents
at¢ the same -- both are a fax from one
Harrig employee to others of a copy of a
Japanese patent, Patents are public
information and- are therefore not
privileged, Consequently, the documents
must be produced,

Do¢, No. 19 — This is a fax from the
Japanese division of Harmris to another
Harris employee of a copy of a Japancse
patent application. The document must be
produced for the same reagons articulated
abaove. ‘ :

Dac, Mo, 35 -- This document is a letter
fiom Bogert to Hamis  employess
regarding Mitsubishi's plan to introduce
the new machines to the market The
letter contains business, rather than legal,
advice and information and must therefore
be produced.

Dog, Nez. 41 and 70 - These two -
documents ate essentially the same. Both
are letters from the Japanese branch of
Hatris to Sioltenberp regarding the
opening of a patent for public inspection
and information about the patent itself.
The documents contain only business
information and must therefore be
produced.

Doc. No. 44 -- This i3 g letter from Harris-
Japan [*41] to Stoltenberg regarding
resparch on Sumitomo's applications for
patents and information on patent
applications. Confidential research on
matters of public record is not the
-equivalent of  confidential  legal
conymunications and the documents must
therefore be produced. See Snefder, 91
FRD. at .

Doc. No. 47 - This document is a statug
report from an unknown source to Harris
employees listing the ‘names of
individuals associated with various
organizations, This document does not
contain. any privileped communications
and must be disclosed.
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Doc. No. 53 — Thig is an ¢-mail from one
Harris employee to another listing the
Sunday Press inventions and information
on patents and use in cuorrent design.
Nothing in this document is privileged
and therefore the entire document must be
produced.

Dog. No. 79 —~ This document is a status
report from one Harris employse to
another conveying the status of various
inventions, It does not appear to contain
any privileged commmnications, but rather
merely contains business information and
must thorefore be disclosed.

Doc. No. 88 -- This i& the handwritten
notes of one Hamis employee discussing
gapless blanket disclosures. [*42] This
document does not contain Jegal advice or
information that is legal in nature and the
docurnent must therefore be produced.

Doc. No. #4 — This is a letter from an
employee of the European Patent Office
to a Harris employee. The Court was
unable to determine the nature of this
commumication because the document is
in German, Since the Plaintiff has failed
to show how this document is privileged,
the document must be produced,

Doc, No. 127 — This is.a copy of a
document sent from the United States
Patent and Trademark Office to one of
Harrig' attorneys. The redacted portion
does not contain any privileged
communications and therefore the entire
document must be produced.

Doc. No, 176 -- This document is a memo
from a Harris employee to an unknown
recipient discussing the agenda for a
meeting with American Roller. The
document does not contain any privileged
communication and must therefore be
produced. ‘

Doc. No. 181 -- Thiz communication is a

memo from one of Harris' attorneys to -

Harrig Graphics discussing the summary
of the invention, background information,
a description of the invention and a
discussion of the invention's patentability.
The [*43] entite document must be

produced with the exception of the
paragraph on patentability which contains
legal advice and may be left redacted.

Daoc. No. 212 —- This is a letter from an
employee of Perry Printing to a Harris
employee discussing Perry Prinfing's
possible patent infringement as a result of
its use of Mitsubishi's presses. This
document was disclosed to & third party
and therefore cannot be privileged. The
entire docurnent must be produced.

Dac. No, 219 — This is a letter from the
attorney for Sumitomo to a Harris
employee discussing Harris' request for
information on Sumitomo's patent, with a
handwritten note ditecting a copy to the
attention of Harris' attorneys. Nothing in
this document is privileged, including the
handwritten note, and the entire docurnent
must therefore be produced.

Doc. No. 220 -- This document is a letter
from a Harriz employee to Sumitomo
requesting information on blankets used
by Mitsubishi which were produced by
Sumitomo, with a handwritten note to
send copics to Harris' attorneys. The
document containg no  privileged
communication and must be produced in
its entirety.

‘Doc. No. 234 - This is a fax cov&r shest

from [*44] a Harris attorney to a Harris
employes with a handwritten note at the
bottom from an ynknown source. The fax
cover sheet and the note contain no
privileged  information. Additonally,
there is no indication who authored the
note. Therefore, the entire document must
be produced.

Doc., No. 240 - This is a copy of a draft
of a licensing agreement between Harris
and Reeves Brothers, The redacted.
information 5 handwritten notes which
are illegible. Because Plaintiff has failed
to establish how these notes are privileged
and beeause the Court is unable to make
this determination on its own, the
document must be produced unredacted.

Doc. No, 242 -- This is r letter from a
Reeves ermployee to an attorney for Harris |
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discussing the licensing agreement
between the two companies, with an
illegible handwritten note redacted. The
entire document must be produced for the
reasons stated above,

Doc. No, 246 -- This is a letter from a
Harris employer to a Grace employee
discussing the production of experimental
blanket sleeves, with a8 redacted
handwritten note from a Harris employee
to send copies to the attorneys for Harris,
The note does not contain privileged
communications [*45] and the letter must
therefore be produced unredacted.

Doc. No. 253 -- Thig iz a letter from a
Harris employee to an employee. of Day
International with a redacted handwritten
note by an unknown author ¢ scnd a copy
- of the letter to the atforneys and with
attached fax cover sheets frorm Hatris' in-
house counsel to outside counsel. None of
the redacted information is legal advice or
information conveyed to obtain such
advice and the entire document nmst
therefors he disclosed. :

Doc, Nos. 260, 261 and 278 -- These
documents  all  contain  redacted
handwritten notes either addressing a
copy of the document to a Harris attorney
or making general notations on patent
related matters. The author of the notes in
Doc. No. 278 is unknown, The notes do
not. contain privileged communications
and therefore, the documents must all be
produced unredacted.

Doc. No, 283 -- Thizs i3 a two part
document. The firsl part is a memo from
one Harris employee to another discussing
the status of the patents with redacted
information that appears to be the Hamiy
etmployee's guess on the odds of obtaiming
a patent on some of the new inventions.
The redacted material iz not privileged
and must [*46] be disclosed. The second
part of the document is a status report
conveying legal advice of a Harris
attorney and is therefore privileged. The
second part of the document need not be
produced, : '

Dog. No. 338 — This is 2 memo from one
Harris employee to another discussing a
meeting with Day International with
redacted information on what the
attomeys for Day will tell the attorneys
for Harrig about the subjects discussed at
the meeting. The information discussed at
the Day mesting is not subject to any
attorney clicnt privilege because Day is a
third party which does not share any
cotmmunity of interest with Harria,
Consequently, any privilege that would
have inhered in these discussions i3
waived and the entire document must be
produced.

Doc, No. 412 — This is a letter from the
attorney for Harrls to an American Roller
ctnployee discussing the jointly developed
patents with redacted notations and
symbals by an unknown suthor. Because:
the authar of these notations is unknown,
the Court is unable to determing the
applicability of any prvilege and the
documents must therefore be produced in
unredacted form,

Doc. No, 518 -- This is a letter from one
American Roller [*47] employee to
another discugsing the joint patent
developed with Harris. The paragraph that
begins with "(2)" contains legal advice
and may be redacted, however, the
remainder of the document contains
strictly non-privileged information and
et therefore be produced,

Doc. Mo, 528 -- This document is a letter
from a Reeves employee to an American
Roller employee discussing the patent on
microspheres. The communication was
revealed to a third party (Reeves) and
therefore, the Court finds that any
privilege is waived and the entire
document must be produced.

Do, No. 530 -- This communicaton is a

letier from one American Roller etnployee
to another discussing the joint patent
developed with Harris. Information under
"10/16/90" is not privileged and therefore
must be produced. However, information
under "10/18/90" reflects a privileged
attorney client commumication and
therefore may be left redacted,

Page 14
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Based on [*4B8] the above reasons, Mitsubishi's

Doc. No. 535 — This i a letter from one motion to compel ia pranted in part and denied in part.
American Roller employee to another Purguant to this ruling, the Court orders the production of
digcussing the  joint American : the documents specified in the individual rulings maie in
Roller/Harris patent application. The ‘ each category and group.

document does not contain any privileged

information and must therefore be ENTER ORDER:
produced. | " MARTIN C, ASHMAN
Conclusion United States Magistrate Judge

Dated: Decernber 9, 1996
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OPINION:
.MEMORANDUM OPINION AND ORDER

Curtently before the Court is Plaintiff QOecean
Atlantic Development Corporation's ("Ocean Atlantic")
Motion to Compel the production of allegedly privileged
documents from Defendant DRH Cambridge Homes
("Cambridge™). For the reasons set forth below,
Plaintiff's Motiém is granted in part and denied in part.
[*2]

BACKGROUND FACTS

Orean Atlantic's current Motion does not warrant a
recitation of the long and tortuous history that led to the
filing of this lawsuit; those facts have been fully set furth
in this Court's Ocean Atlantic Development Corp. v,
Willow Tree Farm, L.L.C., 2002 U.S. Dist. LEXIS 6978,
No, 01 C 5014, 2002 WL 649043 (N.D.I. April 19,
2002), and the Court will not repeat them here. The
Court will discuss only those facts that are relevant to
this Motion to Compel.

In preparation for a large residential development,
QOcean Atlantic negotiated an easement agreement
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("Easement") with the owners of Willow Tree Farm.
Willow Tree Farm is adjacent to the development site
(the "Property'™), and the ¢ascment was congidered to be
critical to the ultimate success of the development
project. nl On December 31, 1998, Ocean Atlantic and
Willow Tree Fartn recorded the Easement, granting
Gcean Atlantic the right to construct a storm drainage
water pipeline ("pipeline™) across Willow Tree Farm to
service the proposed residential development. The
Pasement Agreement called for construction of the
pipeline to be completed by June 30, 2001.

nl  Although it was Ocean Atlantic
Woodland Corporation that eniered into the
confract to purchase the Property, it was Ocean
Atlantic Development Corp. that negotiated the
Eascment Grant with Willow Tree.

[*3]

Before construction of that pipeline began, however,
QOcean Atlantic becamne embroiled, yet again, in litigation
with the owners of the Property (the "Property Owners™).
On February 28, 2001, this Court ruled that Qcean
Atlantic ‘had materially breached its contract with the

Property Owners, and that, therefore, the Propetty

‘Owners were under no contractual obligation to sell the
Property to Ocean Atlantic. Following this ruling, and
perhaps even before it, the Property Owners entered into
negotiations with Cambridge 1o sell the Property. In
addition to the Property, however, Cambridge sought to
obtain an easement from Willow Tree Farm,

Between May and fuly of 2001, Cambridge studied
the feasibility of obtaining an casement from Willow
Tree Farm, and possible altermative sources. In the
meantime, Willow Tree Farm informed Ocean Atlantic
that, pursuant to the terms of their contract, the Eascment
would be null and wvoid, unless Ocean Atlantic
constructed its pipeline by June 30, 2001, Qcean Atlantic
apparently reassured Willow Tree Farm that the pipeline
construction would proceed as schedyled, despite all
evidence to the contrary, and cven though Ocean Atlantic
had lost the right to [*4] develop the adjacent Property.
After an allegedly stormy relationship with Ocean
Atantic, the owners of Willow Tree Farm were
purportedly apprehensive about negotiating a second
gasement agreement with yet another large development
company. As such, Willow Tree FParm refnsed to
ncpotiate with Cambridpe.

Cambridge enlisted the assistance of the Property
Owners to secure an Kasement from Willow Tree Farm.
During the late spring and summer of 2001, the Property
Owmers contacted Willow Tree Farm in an effort to
speure an easement on behalf of Cambridge. Cambridge

correctly guessed that Willow Tree Famm's owners would
be more receptive to an offer coming from - their
neighbors - the Property Owners - than from Cambridge.

By July 1, 2001, the Property Owners had secured
an easement agreement on behalf of Cambridge.
Cambridge and the Property Owners agreed to indemnify
Willow Tree Farm in the event that it was sued by Ocean
Adtlantic.

Ocean Atlantic responded predictably, . filing the
instant breach of contract suit against Willow Tree Farms
on June 29, 2001, {(one day before the deadline for
construction of the pipeling) for allegedly failing to
provide written approval of specifications and [*5] by
denying Ocean Aflantic access 1o its property to begin
construction of the pipeline. Qcean Atlantic subsequently
amended its Complaint to add Cambridge as 4 defendant,
alleging tortious inlerference with its contract.

In its present Motion, Oc¢¢an Atlantic seeks, mostly
to compel communications relating to Cambridge's bid to
secure an easement from Willow Tre¢ Farm,

DISCUSSION

Ocean Atlantic contends that Cambridge is
improperly withholding documents and communications
responsive to itg interropatories and production requests.
Cambridge contends that these docwments are protected
by the attorney-client privilege and/ or the work product
doctrine.

Becauss this is a diversity action, Illingia law, and
not federal law, controls the Court's application of the
attorney-client privilege in this case, Urban Quifitters,
Inc. v. DPIC Co., Inc., 203 F.R.D. 376, 378 (N.D. Al
2001 )(citing Fed. R. Evid. 501). While state law applies
1o the rules governing the attormey-client privilege, "the
source of law in work-product terms is federal rather
than state." A.Q. Smith Corp. v. Lewis, Overbeck &
Furman, 1991 U.S. Dist. LEXIS 13379, No. 90 C 5160,
1997 WL 192200, at *4 (N.D. Ill. Sept. 23, 1991). [*6]
The party secking to invoke either the attomey-client -
privilege or the work product doctrine bears the burden
of demonstrating that the privilege should apply. See
FMC Carp. v. Trimae Bulk Trans. Serv., 2000 U.S. Dist,
LEXIS 17209, No. 98 C 5894, 2000 WL 1745179, at * 1
(M.D. IIl. Nov. 27, 2000).

A. The Attorney-Client Privilege

The attorney-client privilege seeks to encourage full
and frank comumunications between a client and its
attorney, by removing the threat that the communications
would be exposed in litigation. See 134 T2d R.
201(b)(2}. Nlinois courts interpret the privilege narrowly;
it i the privilege itself, and not the duty to disclose such
communications, that is the exception to Illinois' policy
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of encouraging full disclosure. Consolidation Coal Co. v.
Bucyrus-Erie Co., 89 [l 2d 103, 117-19, 432 N.E.2d
250, 59 Il. Dec. 666 (1. 1982).

The Illinois Supreme Court set forth the elements of
the attorney-client privilege in People v. Adam, 51 Il 2d
46, 48, 280 N.E.2d 205% (1972):

1) Where legal advice of any kind is
sought 2) from a professional legal
advisor in his capacity as such 3) the
communications [*7] rtelating to that
putpose 4) made in confidence 5) by the
client 6) are at his instance permanently
protected 7) from disclesure by himself or
the legal advisor B) except the protections
be waived.

In the corporate context, the attorney-client privilege
protects only discussions between an attormey and
members of the corporation's control proup, which
typically includes those in top management positions.
See Abbott Labs. v, Airco, Imc., 1985 LS. Dist. LEXIS
14140, No. 82 C 3292, 1985 WL 3596, at *3 (N.D. Ill.
Nov. 4, 1985), ‘The Illinois Supreme Court
acknowledged that limiting the control group to top
management cmployees was too narrow, and adopted the
following test: "if the employee ... is in a positien to
control or even to take a substantial part in a decision
gbout any action which the corporation may take upon
the advice of the attomey, or if’ he is an authorized
member of a body or group which has that authority," he
will be considered a part of the confrol group,
Consolidation Coal, 82 Il 2d at 114, 120, 432 N.E.2d
250 (explaining that "an employee whose advisory role
to top management in a particular area is such that a
decision would not normally be made without [*8] his
advice or opinion ... is properly within the control
group.")

In this case, Defendant has failed to submit any
evidence tending to show that the following individuals
should be considered members of its control group: Russ
Schlatter, whe holds an unidentified position in
Cambridge's finance department, Jeff Thompson, who
holds an unidentified position in Cambridge's land
acquisition department, and Cambridge "assistants”
Tammy Coutre, Beverly Rodriguez, Carol Hoskins, Mara
Ehrhardt, end Pam Pantle. See generally, Miynarski v.
Rush Presbyterian-St. Luke's Med. Center, 213 Il App.
3d 427, 431-32, 572 N.E.2d 1025, 1028, 157 I Dec.
561 (1t Dist. 1991} (unrebutted affidavit explaining that
an cmployee's advice and opiniong were ceniral to any
decigion to seftle or litigate the matier was sufficient

evidence that the employce was a metnber of the control
group.)

With regard to Messrs, Schlatter and Thompseon,
thete is no evidence that these individuals occupied an
advisery rote, such that a decision wauld not normally be
made without their advice or opinion, or that they
otherwise contributed to decision- making on legal (as
opposed to business) issues, Similarly, [*9] with regard
to Ms. Coutre, Ms. Rodriguez, Ms. Hoskins, Ms,
Ehrhardt, and Ms. Pantle, Defendant has failed to

‘establish that these assistants were acting as "ministerial

agents" for the purpose of facilitating legal advice,
Abbotr Labs, 1985 US. Dist. LEXIS 14140, 1985 WL
3596, at *3 (holding that notes taken by a secretary were

© privileged because the sceretary "was acting as a

ministerie] agent of either counsel imparting legal advice

. or top management requesting legal advice."), or
whose input was otherwise required prior to making
decizions on legal issues.

Because Cambridee has not submitted evidence
demonstrating that these individuals are in its control
group, communications disclosed to these individuals
waives any claim of confidentiality. Therefore, the
attorney-client privilege does not protect from disclosure
the following documents: 1) Steve Goodman's May 3,
2001 E-mail to the "Proposed Projects Team n2"; 2)
Steve Goodman's May 8, 2001 Memo to Doug Brown
and the Proposed Projects Team; 3) Erik Sandstedt's May
30, 2001 E-mail and Response to Steve Goodman,
Tammy Coutre, Beverly Rodriguez, Carol Hoskins,
Doug Brown, Jerry Conrad, Mara Ehrhardt, Pam Pantle,
and Tom Koenig; 4) Steve [*10] Goodman's July 13,
2001 Memo regarding the Plainficld Storm Sewer
Update; and 35) the B-mails exchanged between Doug
Brown and Steve Coodman, and "ce'd" to Erk
Sandstedt, Jerry Conrad, Mara Ehrardt, and Pam Pantle
on July 27, 29, and 30, 2001,

n2 The Proposed Projects Team apparently
included, among others, Russ Schlatter, Jeff
Thompson, Tammy Coutre, Beverly Rodriguez,
Carol Hoskins, Mara Ehrhardr, and Pam Fantle.

The Court further finds that Cambridge has fziled to
present any evidence whatsoever as to whether George
Seagraves, the Northeast Regional President for DR

- Horton, Cambridge's parent comnpany, was a member of

Cambridge's control group n3. Therefore, Doug Brown's
June 5, 2001 letter to Mr. Seagraves and Mr. Goodman's
June 11 snd 12, 2001 E-mails with Mr. Seagraves and
athers are not protected by the atomey-client privilege.
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n3 Some of the communications with Mr,
Seagraves were also distributed to  other
employees of DR Horton, once again, Cambridge
presents no evidence demonstrating that Jameg
Pecblos (V.P.-and lepal copnsel for the Northeast
rogion of DR Horton), Herb Haertner (DR Horton
accounting manager) and Debbie Acree (S
accoumting  assisiant to Mr.  Haertner) are
membera of Cambridge's control group. ‘

*11]

Howevet, the Court finds that the iollowing
documents congist of confidential communications,
between counsel and members of Cambridge’s control
gronp, for the purpose of giving or receiving legal

advice: 1) May 17, 2001 Memo from Steve Goodman

(Cambridpe's General Counsel) to Jerry Conrad, Erik
Sandstedt, Doug Brown and Tom Koenig (all top-level
Cambridge executives); 2) May 31, 2001 Memo from
Tom Koenig to Steve Goodman; 3) May 31, 2001 Memo
from Doug Brown to Jerry Conrad; 4) June 15, 2001 E-
mail from Steve Goodman to Doug Brown and Terry
Conrad; 5} July 10, 2001 E-mail from Steve Goodman to

Doug Brown, Richard Brown, Jerry Conrad, Tom

Koenig, and Brik Sandstedt; 6) July 13, 2001 E-mail
from Steve Goodman to Doug Brown; 7) January 24,
2002 Memo from Steve Goodman to Doug Brown, Jerry
Conrad, and Erik Sandstedt; 3) February 26, 2002 letter
from Steve Goodman to current counscl Terrence
Campbell, Doug Brown, Jerry Conrad, and Erik
Sandstedt; and 9) March 20, 2002 E-mail fram Steve
Goodman to Terrence Campbell, forwarding a Memo
analyzing the risk of litigation with Ocgan Atlantic. The
attorney-client privilege protects these doeuments from
disclosure,

B. Work Product Doctrine [¥12]

The work product doctrine protects from disclosure
documents and (angible things othcrwise discoverable

that were “prepared in anticipatien of litipation or for -

trial by or for another party or by or for that other party's
representative." Fed. R, Civ. P. 26(b)(3). "It exists so that
one party does not gain an unfair advantage over another
party by learning the other party's counsel's stralegies
and legal theories," Minnesota School Boards Ass'n Ins.
Trust v. Emplayers Ins. Co. of Wausau, 183 F.R.D. 627,
630 (N.D. 1. 1999)(citation omitted). :

For documents prepared prior to the filing of a
lawsuit, as in the case at bar, the "prospect of litigation”
_must be identifiable because of specific claims that have
already arisen. Panter v. Marshall Field & Co., 80
F.RD. 718, 725, fu 6 (N.D. Ill. 1978)(citation omitted).
The test 15 "whether in light of the factual context the
document can fairly be said to have been prepared or

obtained becanse of the prospeet of litigation." Weol v.
Fiduciary Management Associates, Inc., 1999 US. Dist.

LEXTS 19002, No, 99 C 1719, 1999 WL, 1]29100, at *2

(N.D, Ill. Dec. 7, 1999)(citation omitted), Although the

prospect of litipation [*13] need not be imminent, it

must, nevertheless, appear that the primary motivating -
purpose behind the creation of a dogument must be to aid
in possible future litigation, Dometic Sales Corp. v
Intertherm, Inc., Civ. 1988 ULS. Dist. LEXIS 19362, No.
587-81, 1938 WL 492342, at* 11 (N.DD, Ind March 28,
1988) (quotation and citation omitted). -

Although the work product doctrine is broader than
the attommey-client privilege, it iz not absolute, The

~ privilege may be overcome if the party secking the

discovery can demonstrate a substantial need for the
document and that it cannot otherwise obtain the material
abaent undue hardship, £E.0.C. v. International Profit
Assaes., Inc., 206 F.R.D. 215, 221 (N.D. Il 2002).

In addition, there are different standards applied for
waiver of work product protected communications as
compared to attorney-client communications, Unlike the
attorney-client privilege, which is based on protecting
the confidentality of communications between lawyers
and clients, the work product doctrine is based on
promoting the adversary system, by protecting the
confidentiality of materials prepared by an aitorney in
anticipation of litigation. Wsol, 1999 U.S. Dist. LEXIS
19002, 1999 WL 1129100, at * 6 [*14] (citation
omitted), Waiver of the work product doctring only
occurs if the disclosure to a third party is "inconsistent
with the maintenance of sccrecy for the disclosing party's -
adversary." Minnesata School Boards, 183 F.RD. at 631
(citation omitted); see alse Bramlette v. Hyundai Motor
Co., 1993 U5, Dist. LEXIX 12112, No. 91 C 3635, 1993
Wi 338980, at *3 (N.D, Ill. Sept. 1, 1993} ("While any
volmtary disclosure by the holder of the attomey-client
privilege is inconsistent with the confidential relationship
and thus waives the privilege, it is not inconsistent with
work product protection to disclose information in the
pursuit of trial preparation, so long as the information is
maintained in secrecy against the opponent.™)

The Court finds that Cambridge was concerned
about Qcean Atlantic filing suit againat it since at least
2001. Cambridge's communications frequently reference
its fear that Ocean Atlantic would file suit against it for
proceeding with its proposed development, and rernark
on Ocean Atlantic's litigious nature., Therefore, the Court
finds that the prospect of litigation was idcntifiable at the
time these documents were created,

Tn addition, the Court [*15] finds that Cambridge
expected that its communications with executive
assistants and certain other members of Cambridge's
"Projects Team" would remain confidential and protected
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from adversaries such as Ocean Atlantic, even though
many of the Projecrs Team Members were not
demonstrated to be members of Cambridpe's control
group. While the disclogure of such communications
waives the attorney-client privilege, the disclosure does
not waive application of the work product doctrine.
Therefore, the Court must determine whether any of the
communications with non-control group team memmbers
are, nevertheless, protected under the work product
doctrine.

Upon review, the Court finds that most of the
communications with the non-control group Project
Team Members were most likely produced in the
ordinary course of business, and not primarily for the
purposc of obtaining lepal advice. A document is only
considered work-product if it is primarily concerned with
legal assistance. fn re Stern Walters Partners, Ine., 1906
(L5, Dist. LEXTS 3041, No, 94 C 5705, 1996 WL 115290,
at * 4 (N.D. IIl. March 13, 1996)(citation omitted}. nd
Documents created in the ordinary course of business are
not protected wark [*16] product. 4flendale Mut. Ins.
Co. v. Bull Data Sys., Inc, 145 F.R.D. 84, 86 (N.D. L
© 1992) (Documents prepated in the ordinary course of
business are not work product even if litigation ia
pending.) Similarly, "a document prepared for both legal
and non-legal review is not privileged." /n re General
Instrument Corp., 190 F.RD. 527, 530 (N.D. HI. 2000)

nd It is important to note that the work
product doctrine exiemds to documents prepared

by a party's representative or agent and not just -

the attorney. See, e.g., Ventre v. Datronic Rental
Corp., 1993 UL.S. Dist. LEXIS 17594, No, 92 C
3289, 1993 WL 524377, at *3 (N.D. Ill. Dec. 13,
1993). ’

Cambridge contends that the May 3, 2001 Summary
of Plainfield Duc Diligence and the May B, 2001
Farmingion Village Executive Summnary were created at
a time when it reasonably believed that litigation with
Ocean Atlantic was unavoidable, if not imminent. But
Cambridge fails to explain why such documents would
not have been prepared absent the threat of litigation
[*17] with Ocean Atlantic. B.F.G. of fll. v. Ameritech
Carp, 2001 US. Dist. LEXTS 18930, NO, 99 C 4604,
2001 WL 1414468, at *3 (N.D. 1L Nov. 13, 2001)
("There is a 'causation’ element insofar as production of
the material must be caused by the anticipation of
litigation.”) It seems unlikely that Cambridge would
commit 1o such a large development project without
conducting due diligence or preparing fts Executive
Summary. ‘

Similarly, the E-mails sent on May 30, 2001,
tegarding  the Plainfield conversations  with  Johnh
Argoudelis, concern primarily business issues that would
have arisen even absent the threat of litigation, and are,
therefore, .not work product. However, the E-mails sent
on July 13, 2001, regarding the Plainfield Storm Sewer
Update, and on July 29 and 30, 2001, regarding Mr.
Ferraguto, congist primarily of legal advice, and are,
therefore, protected.

The June 5, 2001 letter to Mr. Seagraves, regarding
the Financial Projection for Farmingten Village, as well
as the June 11 end 12, 2001 E-mails to Mr. Seagraves
and others from Mr. Goodman, appear to be simply
project updates from Cambridge to its parent company.
These documents discuss legal as well as business issues
that wauld have arisen [*18] even absent the threat of
litigation. Therefore, the Court finds that the documents
were more likely than not created in the ordinary courie -
of business and arc not protected by the work prodoct
doctrine.

Finally, the Court finds that Mr. Goodman's
handwritten notes on a July 12, 2001 letter from John
Arpoudelis n35 are entitled to work product protection.
Because Ocean Aflanlic makes no argument that undue
hardship nevertheless compels the production of these
documents, the Court denies Ocean Atlantic's Motion
with regard to the July 13, 2001 E-mail regarding the
Plainfield Storm Sewer Update, the July 27 and 30, 2001
E-mails regarding Mr. Ferraguto, and Mr. Goodman's
notes on the Tuly 12, 2001 letter from Mr. Argoudelis.

n5 Cambridge represents that the underlying
letter from Mr. Argoudelis has been produced to
Ccean Aflantic.

CONCLUSION

Cambridge bears the burden of establishing that the
attorney-client privilege and the work product doctrine
permiit it to withhold certain relevant information. With
[*19] the exception of cormmunications that were limited
to presumptive members of its control group or that
consisted exclusively of legal advice, Cambridge has
failed to shoulder its burden.

IT IS HEREBY ORDERED that Plaintiff's Motion
To Compel the Praduction of Documents be, and the
same hereby is, GRANTED in part, and DENIED in
part, as set forth above. The documents for which the
Court has not found the existence of a privilege are to be
produced within seven days of this decigion.”

Dated: August 22, 2002
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For JOHN DOLES, United States taxpayers who, during
any part of the period 1/1/96 through 10/15/03,
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& Wood LLE, respondent: Gregory 3 Lynam, Thomas
V.M. Linguanti, Baker & McKenzie, Chicago, IL.
Robert B. McKenzie, Richard Keith Hellerman, Shekar
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OPINIONBY: MATTHEW F. KENNELLY

QPINION: _
MEMORANDUM OPINION AND ORDER

MATTHEW F. KENNELLY, District Judge:

This case arises from an Internal Revenue Scrvice
investigation into the organization and sale of tax
shelters by & former parter of Sidley Austin Brown &
Wood (héereinafter "SAB&W") during his tenure at
Brown & Wood, one of the predecessor firms to
SAR&W. The United States has sought enforcement of a
cummons served on SAB&W to obtain the names of
former clients of the firm, Forty-six of SAB&W's former
clients, known collectively as the "Does,” have moved to
intervene so that they can argue that their identitics are
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protected from disclosure by the attomey-client
privilege. nl The Court must decide whether to permit
the Does o intervene,

nl Those sceking to intervene are referred to
- by the firms representing them in this action. The
two individuals reprcsented by Arnstein & Lehr
LLP are referted to as the "Arnatein Does"; the
two individuals and two companies represented
by Chamberlain, Hrdlicka, White, Williams &
Martin ave referred to as the "Chamberlain Does";
the three individuals, two companise and two
trusts represented by Fulbright & Jaworski LLP
are referred to as the "Fulbright Does"; the
twenty-seven individuals rcpresented by Katten
Muchin Zavis Rosenman arc referred to as the
"Katten Does"; the four individuals represented
by Martin, Brown & Sullivan, LTD, are referred
to as the "Martin Does;" and the two individuals
represented by Schiff Hardin LLP are referred to
as the "Schiff Does."

[*3]
Procedural Background

On December 29, 2003 the Government sought
enforcement of & John Doe summons served Qctober 15,
2003 on SAB&W to obtain the names of taxpayers who
"during any part of the period January 1, 1996 through
October 15, 2003, participated in a fransaction which
was or later became a 'listed transaction' or other
'potentially abusive tax shelter' organized or sold by the
law firm of Sidley Austin Brown & Wood LLP and its
predecessor, Brown & Wood LLP." Summons (dated
Oct. 15, 2003). The Court cntered an order, after making
~ a modification to meet an objection by the Government,
dirccting SABAW to provide notice of the summons to
former clents "who received opinions from Brown &
Wood LLP or respondent with respect to the transactions
identified" in an attached appendix, Oxder of Jan. 12,
2004, P1. The Court gave SAB&W's former clients until
January 23, 2004 to-advise SAB&W of their intention to
assert that their identities were protected by the attorney-
client privilege, id. P2, and until Febiuary 19, 2004 1o
file a motion to be heard by the Court. Id. P7.

The Government and SAB&W petitioned the Courl
in early February to enter an agreed order that, among
[*4] wother things, modified the schedule set on January
12. Under this order, which the Court sipned on February
6, 2004, SAB&W was to send notice by February 7 to
“ali persons: . . . (b) who objected to the January 13
Order on the grounds that they did not {21l within the
scope of Appendix A thereto, but who, during any part of
the period January 1, 1996 through October 15, 2003,

participated in a transaction which was or later became a
Tisted transaction' or other 'potentially abusive tax
shelter' with respect to which petitioner or Brown &
Wood LLP was peid a fee." Order of Feb. 6, 2004, P1.
The agreed order gave SAB&W's former clients nntil
February 13, 2004 to inform SAB&W that they objected
to the disclosure of their identities, fd. P2. The
Government had until February 17, 2004 to move the
Court to order SAB&W to produce the names of any
objecting clients. fd. P6. The Court gave the clicnts
whose identitics SAB&W withheld until February 27,
2004 to seek to intervene in the ¢nforcement action, fd,
P7.

SAB&W disclosed the names of several hundred
former clients whose identitics SAB&W believes to be
responsive to the summons, However, it withheld the
names of approximately [*5] 100 former clients who
objected to the disclosure of their identities. SAB&W
Resp. to Mot. to Enforce P2, Forty-six of those former
clients seek to intervene so that they can argue that (1)
the attorney-client prvilege bars SAB&W from
disclosing their names and (2) their names are not
responsive to the summons.

Analysis

The Federal Rules of Civil Procedure provide four
separate bases for intervention by a nonparty. Two bases
for intervention are "of right" and two are "permissive.”
Rule 24(a) gives a nonparty the right to intervene when
either (1) "a statute of the United States confers an
unconditional right to intervene," or {2) "the applicant
claims an interest relating to the property or transaction”
at issue and "disposition of the action may as a practical
matter impair or impede the applicant's ability to protect
that interest, unless the applicant's intereat is adequately
represented by existing parties.” Rule 24(B) states that
the Court has discretionary authority to permit a
notparty to intervene when either (1) "a statute of the
United States confers a conditional nght to intervene,” or
(2) "an applicant's claim or defense and the main action
have a question of [*6] law or fact in common." When
considering whether to grant 8 motion for permissive
intervention, the Court must "consider whether the
intervention will unduly delay or prejudice the
adjudieation of the rights of the original parties." Fed. R.

"Civ. P. 24(b). The Does maintain that they have a right to

intervene as of right, but they argue in the alternative that
if they do not have a right to intervene, the Court should
exereise its discretion and allow them to intervene under
Fed R Civ. P. 24(h).

1. Intervention as of right
a. Inmtervention under Rule 24¢a)(1)
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Several of the Does arpue that the statute governing
third-party summonses gives them an unconditional right
to inlervene and, therefore, provides the statutory
predicate nécessary to intervene as of right under Rule
24¢a)(1). The Does rely on 26 US.C. § 7609(B)(1),
which states that "not withstanding any other law or rule
of law, any person who is entitled to notice of a
summons undet subsection (a) shall have the right to
intervene in any proceeding with respect to the
enforcement of such summons under [*7] section 7604."
The Does find support for their reading of § 7609(b}1)
in a Sixth Circuit decision, stating that "once an
enforcement action is begun, the Doe may intervene and
challenge enforcement of the summons.” United States v,
Ritchie, 15 F.3d 592, 597 (6th Cir. 1994). But the Sixth
Circuit did not sopport its statement with either citations
ot analysis — and it did not refer to 26 USC §
7609(bj(1), although it did refer to other subparts of §
7609 for the proposition that John Does do not have the
right to either "intervene in the heating on the surmmons's
jesuance” or "file a motion to quash the summons once it
has beoen issucd” Td. (citng § § 7609(R}2) and
(B)(2}(4)). The Court declines 10 follow Ritchie because
we believe it is contrary to the plain language of the
statute and, therefore, wrongly decided.

Seetion 7609(b)(1) gives thosc entitled to notice
‘under § 7609(a) a right to intervene, thus whether a John
Doe has & right to intervene depends on whether or not
he is entitled to notice. Section 7609(a) states that "any
persont (other than the person summoned) who is
identified in the summons” is entitled to notice [“8] of
the third-party summons, The Katten Does argue that
although they are not identified by name in the
summons, §  7609(a) does not specifically state that the
persan must be identified by name. However, when the
ctatute is read as a whole, it is clear that the term
tidentified" in § 7609(g) means "named.” A subpart
outlining  additional requircments for John Deoe
summonses defines such a summons 3s "any SWMMONS
described in subsection (¢)(1) which does not identify the
person with respect to whode liability the summons is
issued. 26 USC § 7609(¢) (emphasis added).
Inherently, then, a John Doe is not identified in a John
Doe summons and, accordingly, he it not entitled to
notice of the summony' issuance. The parties agree that
the summons at issue is & John Doe summons, ‘Therefore,
§ 7609¢b)(1) does not give SAB&EW's former clienta a
statutory basis for intervention as a matter of right under
Rule 24(a)(1).

The Court can perceive a good pelicy argument for
allowing intervention by a John Doe cven if he is not
entitled to motice under the statute, The purpose of
intervention in this context is to ensure that the party
who has a real interest at stake can [*9] intervenc to

raise appropriate challenges to the IRS summons. The
recipient of a summons does not always have the
incentive to challenge the summons, as this case may
well illustate: there is some indication that SAB&W's
desire to distance itself from the practices of a parther of
one of its predecessor firms has led the firm to forego
potential objections to the summons. But the Court
cannot read intp § 7609 a right that is contrary to the
plain langnage of the siatute, Therefore, the Court
concludes that the Docs do not have a-right to intervene
under Rule 24{a)(1).

b. Intervention under Rule 24(a)(2)

To intervene as of right under Rule 24(a)(2), the
Does must prove that (1) their application was timely; (2)
they "have an interest relating to the subject matter of the
action"; (3) there is a risk that their interests "will be
impaired . by the action's disposition”; and (4) their
intetests are not represented by the Government of
SAB&W, Vollmer v. Publishers Clearing House, 248
F.3d 698, 705 (7th Cir. 2001). "The lack of one element
tequires that the motion to intervenc be denied." fd.
There is no dispute as to the timeliness of the Does'
motions [*10] or that any interest they may have will not
be adequately represented by the existing parties and
nay be impaired if the summons is enforced. However,
the Government claims the Does have failed to prove
that they have a "direct, significant, legally protectable™
interest as tequired by the Seventh Circuit to intervenc as
of right. See Security Ins. Co. of Hartford v. Schipporeil,
69 F3d 1377, 1380 (7th Cir. 1995) (quoting American
Nat'l Bank v. City of Chicago, 865 F.2d 144, 146 (7th
Cir, 1989)).

The Supreme Court has recognized two legally
protectable interests that may provide a basis for a
taxpayer to intervene under Rule 24(a)(2) in an IRS
summons enforcement proceeding: a privilege or a claim
of abuse of process. Donaldson v. United States, 400
US 517, 531, 27 L. Ed 2d 580, 81 8. Ct. 534 (1971)
(citation omitted). The Does contend that Denaldson is
not good law because it was superseded by the enactment
of § 7609. As discussed above, § 7609 provides the
statutory predicate for those entitled to notice of a third-
party summons to intervene as of right under Rule
24(a)(1). By enacting § 7609, Congtess gave a group of
people who previously [*11} could only attempt to
intervene under Rule 24(a)(2) grounds for intervening
under Rule 24(a)(1). But § 7609 did not alter the
grounds for intervention as of right under Rule 24(a)(2),
which is the section addressed by the Supreme Court in
Donaldson. Thus, the Court looks to Donaldson far
guidance on the question of intervention under Rule
24(a)(2}. The Court's reliance on Donaldson ia supported

by the Seventh Circnit's recent statement that "[a]

colorable claim of privilege could constitute a legally
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protectable interest sufficiently significant to watrant
intervention as of right, assuming that the three
remaining faclors are also satisfied." United Stafes v
BDO Seidman, 337 F.3d 802, 808 (7th Cir. 2003).

The Does' sole ground for intervention under Rule
24¢a}{2} is the attorney-client privilege. The Government
does not deny that the Does sought legal advice from
SAB&W or ita predecessor firm. But that does not
necessarily mean that the attorney-client privilege gives
the Does the right to intervene in these enforcement

" procecdings, In BDQ Seidman, the Seventh Circuit held
that former clicnts of an accounting firm could not
intervene in an IRS [%*12] summons enforcement action
under Rule 24¢u)f2) to assert that their identities were
protected by the tax practitioner-taxpayer privilege
created by 26 US.C. § 7525, The Does argue that the
Court should not follow BDO Seidman because the Does
are asserting the attorney-client privilege and not a
privilege created by statute. The Court is not persuaded
that the distinction matters. The Seventh Circuit defined
the parameters of the § 7525 tax practiboner-taxpayer
privilege by equating it with the attorney-client privilege,
determnining whether the § 7525 privilege gave the
glients & right to intervene by analyzing whether the
attommey-client privilege would protect the clients'
identities and reasoning that the same conclusion would
apply to those asserting the tax practitioner-taxpayer

privilege. Id ar 810 {"Becausc the scope of the tax

practitioner-client privilege depends on the scope of the
common law protections of confidential attorney-client
communicationg, we must look to the body of common
Iaw interpreting the attorney-client privilege to interpret
the § 7525 privilege."). For all practical purposes, the
Seventh Circuit's decision [*13] in BDO Seldman speaks
as tnuch to the scope of the attorney-client privilege as it
does to the tax practitioner-taxpayer privilege.

The Seventh Circuit in BDO Seidman isolated two
essential elcments that it said must be present for the
attorney-client privilege (and the § 7525 privilege) to
constitule a protectable interest giving rise to a ripht to
intervene wunder Rule 24(a)(2). The court defined these
"essential elements” of the attorney-client privilege as
the existence of B communication and the confidential
nature of the contents of that communication. /d. at 8§}/
(citations otnitted). The Seventh Circuit found against
BDO's clients on both points, concluding that the clients'
identities were neither communications ror confidential.
A close reading of the Seventh Circuit's opinion makes
clear that the failure to cstablish only one element —
gither a communieation or confidentiality — would
defeat a motion to intervene under Rule 24(a)(2).

(i} An expectation of confidentiality

Page 4

The Does and the Govermment vigorously dispute
whether the Does had an expectation of confidentiality
with regard to their interactions with SAB&W. In BDQ
Seidman [*14] the Seventh Circuit concluded that BDO
Seidman's former clients did not have an expectation of
confidentiality in their identity vis-a-vis the accounting

- firm, reasoning:

the Does' participation in -potentially
gbusive tax shelters is information
ordinarily subject to full disclosure under
the federal tax law. See 26 USC § §
-6111, 6112, Congress has determined that
tax shelters are subject to special scrutiny, .
and anyone who organizes or sells an
interest in {ax shelters is required,
pursuant o FRC § 6712, to maintain a
list identifying each person to whom such
an imterest was sold. This list-keeping
provision precludes the Does from
catablishing an expectation of
confidentiality in their communications
with BDO, an essential element of the
attorney-client  privilege and, by
extension, the § 7525 privilege. At the
tine that the Does communicated their
interest in participating in tax shelters that
BDO orpanized or seld, the Does should
have known that BDO waa obligated to
disclose the identity of clients engaging in
such financial transactions.

Id. at 812 (citation omitted; cmphasis in original). [*13]
The Govermment urpes us to interpret BDQ Seidman as
holding that a taxpayer never has an expectation of
confidentiality in his identity when he seeks legal advice:
about transactions that the IRS eventually concludes are
prokibited tax shelters. That ig an overstatement of the
holding in BDOQ Seidman. Rather, the court held that a
taxpayer does not have an expeotation of confidentiality
in his identity -- and, accordingly, cannot intervene to
assert the privilege -~ if the taxpayer should have known
at the time he consulted the professional, in this case an
attorney, that the person would have had to disclose the
taxpayet's identity under 26 US.C. § 6112,

Section 6112 requires “amy persen who -- (1)

© otganizes any potentially abusive tax shelter, or (2) sells

any intetest in such a shelter" to "maintain . . . a lst
identifying each person who was sold an interest in such
shelter . . . ." 26 US.C. § 61/2(a). Under Treasury
regulations adopted in 2003, a person who provides
certain types of advice with respect to a tax shelter -
transaction is congidered an organizer or seller of the
shelter for purposes of the § 6712 reporting [*16]
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requitements. 26 C.F.R. § 301.6112-1(c) (2004). But at

the time the Does sought advice from SAB&W, an
organizer was defined as "any person who discovers,
. creates, investigatcs, or initlates the fax shelter
investment, devises the business or financial plans for the
tax shelter, or carries out those plans through
negotiations or transactions with others." 26 C.F.R. §
301.6112-1T PA-S5 (lemporaty). Similarly, a seller was
defined as:

(a) Any organizer, underwriter, broker, or
dealer (or other similar person) who
. transfers any interest in a tax shelter;

{b) Any agent who negotiates the transfer
of any interest in a tax shelter for the tax
shelter, an organizer, or other perion
dezcribed in paragraph (a) of this A-6; and
{c) Any investor (ie., & person not
described in paragraph (a) of this A-6)
who transfers any interest in a tax shelter.

§ 301.6112-1T PA-6.

Several of the Does argue that under the regulations
in effect when they sought advice from SAB&W, the
firm would not have had to report their identities because
the Does did not participate in tax shelters orpanized or
sold by SAB&W. Other Does raise [*17] the subtly
distinet argument that at the time they sought advice
from SAB&W, they did not know that the firm organized
or sold tax shelters, implying that it cannot be assumned
that they should have known that SAB&W would have
had to report their names under § 6772, And SAB&W
has maintatned throughout these proccedings that it was
not an orgamizer or seller of listed transactions or
potentially abusive tax shelters. For example, the agreed
order dated February 6, 2004 specifically stated that:

The diselosure of identitics and
production of documents by respondent
pursuant to this Order or the January 13
Order do not constitute a concession by
respondent that it is an "organizer” or
"seller” of tax shcllers under § § 417/7-
6112 of the Internal Revenue Code.
Neither this Order nor the Court's Jatary
13, 2004 [sic] shall be construed as
making any finding as to whether
respondent is an "organizer" or "seller" of
tax shelters under § § 6771-6712 of the
Internal Revenue Code.

Qrder of Feb. 6, 2004, P8,

The issup of whether SAB&W organized or sold tax
sheliers within the meaning of § 4772 is a complicated

Pape 5

question. Determining [*13] what each of the Does
shonld have known at the time he sought advice from
SAB&W would prove time-consuming, to say the least.
Fortonately, the Court need not wade further into this
factuzl dispute to deteroine whether the Does have a
right to intervene under Rule 24(z)(2). The Does cannot
establish a right to intervene to assert the attorney-client
privilege unless they can establish both the existence of a
communication and an expectation of confidentiality in
that communication, For the reasons discussed below, we
find that the Does have failed to show that their identities
constitute communications. Therefore we need not
determine whether the Does had an expectation of
confidentiality regarding their identities. :

(it} A communication

Ags the Seventh Circuit recognized in BDO Seidman,
because  "the  attorney-client  privilege  protects
confidential communications made by a client to his
lawyer, and so ordinarily the identity of a client does not
come within the scope of the privilege." BDO Seidman,
337 F.3d at 811 (emphazis in original; citing Tillotson v
Boughner, 350 F.2d 663, 666 (7th Cir. 1965)). In other
words, a client's identity usually [*19] does not
constitute a protectable communication. "However, over
the years, a limited exception to thia general rule has
developed; the identity of a client may be privileged in
the rare circumstance when so much of an actual
confidential communication has been disclosed already
that merely identifying the client will effectively disclose
that communication.” /d. (citations omitted). The Does )
argue that the Court should apply the exception rather
than the general rule and hold that so nuch is already
known of the Does interactions with SAB&W that
disclosing their identities will be tantamount to revealing
their communications with the firm.

BDO Seidman's clients took the same position that
the Does articulate today. They argued that the IRS knew
50 many details about the firm's organization and sale of
tax shelters that forcing BDO to reveal a client's identity
would "ingvitably reveal that client's mottvation for
seeking tax advice from BDQ." Jd. ar 812 (emphasis in
otiginal), The Seventh Circuit rejected that argument,
stating;

The Does have not established that a
confidential. commumication will  be
disclosed if therr identitics are revealed in
response to the [*20]  summonszes,
Disclogure of the identities of the Does
will digelose to the IRS that the Does
patticipated in one of the 20 types of tax
‘ghelters described in its surmmonses. It is
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loss than clear, however, as to what
motive, ot . other confidential
communication of tax advice, can be
inferred from the information alone,

1d.

The Court likewise finds that the government does
not know "so much of an actual confidential
cormunication” between the Does and SAB&W that
disclosing the Does' identities "will effectively dizsclose
that cormmunication.” /4. at 8//. The Does contend that
the government gencrally knows more about the advice
given to the Does in this case than it knew about the
advice given to BDO Seidman's clients. To asscss the

Does' claims, the Court reviewed the record of BDO .

Seidman, which is part of the records of this court (Case
Np. 02 C 4822). If and when the summons is enforced
and the Does' names are revealed by SAB&W, it does
not appear that the government will know any more in
this cage than it did in BDO Seidman -- that is, the
government will know the named individuals received
fax advice from SAB&W but will not know the
substance of the advice. [*21] If the government did not
know enough about the communications betwecn BDO
Seidman and its clients for disclosure of the clients'
identities to constitule a cormunication, the cxception
cannot apply in this case either.

The Does argue that the government will know the
substance of the advice SAB&W rendered because it has
form opinion letters the firm provided to purchasers of
the tax shelters allegedly organized or sold by SAB&W.
The Court disagrees; awareness of the terms of form
opinion letters does not translate to knowledge of the
substance of the specific advice given to speeific clients.
In this rcgard, the case is not like those cited by the Does
and those cited in BDE Seidman in which disclosure of
tho client's identity actually disclosed the advice the
attorney gave. In particular, in United States v. Liebman,
742 F.2d 807 (3d Cir. 1984), the case cited by the Does
as being the most like this one, a lawyer had admitted to

-the TRS that be had adviscd his clients that the fees they
paid him for investigating real estate partnerships for
them were deductible as a legal expense. Id. af 808. The
RS believed the feos were properly characterized [*22]
as non-deductible brokerage fees. fd The government
sought enfércement of a John Dec summons to the
lawyer seeking the names of the clients whom he advised
that hiz fees were deductible. /d. The lawyer objected,
arguing "that cnforcement of the summons would violate
the attorney-client privilege." fd. The court agreed
because the affidavit filed in support of the surmmons
revealed the entire confent of the communications
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between the lawyer and the clients whose names were
sought. 7d. at 809. The Third Circuit explained:

The affidavit of the IRS agent supporting
the request for the -summons mot only
identifies the subject matter of the
attorney-client communication, but also
describes ite substance. That is, the
affidavit does more than identify the
communications as relating to the
deductibility of legal fees paid to [the
firm] in connection with the acquisition of
a real estate partnership interest.

Id. (citation omitted; emphasis added). But in the case
presently before the Court, the declaration offered in
support of the summons states only that SAB&W issued
hondreds of opinion letters to clients. At most the
government knows [*23] the subject matter of various
opinions that SAB&W broadly dispensed, it does not
know what SAR&W told any particular client, The Court
finds the facts in this case much more closely rescmble
the facts in BDQ Seidman than the facts in Liebman.

Because the Does have failed to show that their
identities constitute a communication, they cannot assert
that the attorney-client privilege protects their identities.
Accordingly, the Does do not have a proteetable interest
at stake in this enforcement action, and thus they do not
have a right to intervene under Rule 24fa)2).

2. Permissive Intervention

The Court may permit a party to iniervene under
Rule 24(bj(1) if a statute provides a conditional right o
intervens, The Doea have not offered a statutory basis for
intervention under Rule 24(b)(1), and thus the Court. will
only consider whether to allow the Daes to intervenc

‘under Rule 24¢B}¢2). The' povernment argues that

Donaldson bars permissive intervention under Rule 24(B)
ag a tmatter of law in IRS summons enforcement
procecdings. It insists that a party who cannot intervene
as of right is not entitled to intervene under Rule 24{B).
That certainly is not the general [*24] rile. See, e.g.,
Security Ins. Co. of Hartford v. Schippereit, Inc., 69 F.3d
7377, 1381 (7th Cir. 1993) (finding intervention in a
contract dispute under Rule 24(b)(2) would be
appropriate even if party did not have right to intervene
under Rule 24(a)). And the Court reads nothing in
Donaldson suggesting that Rule 24(h) becomes a nullity
in an TRS summons enforeement proceeding once a coutt
determines that & party does not have the nght to
intervene wnder Rule 24(a). Because the Court is
pneonvinced thet Rule 24¢h) does mot apply in IRS
summons enforcernent proceedings, we will apply the
general standard for intervention under Rule 24(b).
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The Seventh Circuit has identified two requirements
which "must. b met before a court may exercise its
discretionary power to grant intervention under 24(2)(2)
The proposed intervenor must demonstrate that there is
(1) a conumon question of law or fact, and (2)
independent jurisdiction." Jd. (citing Reedshurg Bank v.
Apolls, 308 F.2d 995, 1000 (7th Cir, 1975)), Once these
tequitements are met, “intervention under 24(B)(2) is
entirely discretionary." /d. (citing Keith v. Daley, 764
F.2d 1265, 1272 (7th Cir. 1985)). [*25] However, the
Court's exercise of its discretion is not uaguided. The
text of Rule 24¢b) advises that "in exercising its
discretion the court shall congider whether the
intervention will unduly delay or prejudice the
adjudication of the rights of the original parties."

In a summons enforcement proceeding, the IRS
"must show that the investigation will be conducted
pursuant to a legitimate purpose, that the inguiry may be
relevant to the purpose, that the information sought is not
already within the Commissioner's possession, and that
the administrative steps required by the Code have been
followed." United States v. Powell, 379 U.S. 48, 57-38,
13 L Bd 2d 112, 85 5 Ct 248 (1964). Once the
government has met its "slight” burden, the burdens of
production and proof shifts to the party opposing the
summons to "establish any defenses or . . . prove that
enforcement would constitute an abuse of the court's
process." United States v. Kis, 658 F.2d 526, 536, 538
(7th Cir. 1981) (quoting United States v. Genser, 582
F.2ad 292, 302 (3d Cir. {1979)). This burden is "a heavy
one." Jd. (quoting United States v. LaSalle National
Bank, 437 .S, 298, 316, 57 L. Ed 2d 221, 98 §. Cv.
2357 (1978)). [*26] The party can challenge the
summons ™on any appropriate ground™ Powell, 379
U1.5. ar 58 (quoting Reisman v. Caplin, 375 U.S. 440,
449, 11 L. Ed. 2d 459, §4 8. Ct. 508 (1964)}. Defenses to
enforcement include "disproving the existence of one of
the Poweil factors," 2121 Arlington Heights Carp. v. IRS,
109 F.3d 1221, 1224 (7th Cir. 1997), showing "the IRS
izsued the summeons in bad [aith," Id,, or "asserting that
the summons is ambiguous, vague, or otherwise deficient
in describing the material requested.” United States v.
Beacon Federal Savings & Loan, 718 F.2d 49, 54 (2d
Cir. 1983) (quoting 5, Rep, No. 938, 94th Cong., 24
Sess. 370 (1976), reprinted in 1976 U.8. Code Cong. &
Ad. News 2897, 3799-800).

The Does want to intervene so that they can argue
that: (1) the summons is unduly ambiguous; (2} the
summons' ugse of regulations established in 2003 to
define producible information from earlier dates
constituies an improper retrospective application of those
regulations; (3) the agreed orders of Jamuary 12 and
February 6 improperly broadened the summons; and (4)
that the identities of at least some of the Does are not
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[*27] respongive to the summons because SAB&W was

* either ot an organizer or seller of the tax shelters they

purchased, or becanse the perticular transactions in
which they participated were not "listed transactions” or
"abusive tax shelters," '

The Court can dispose quickly of two of these
contentions. First of -all, as the Guvernment correctly
poitits out in its supplemental memorandum, the January
12 and February 6 orders did not alter the scope of the
summons but rather simply defined the universe of
persons to whom SAB&W would provide notice of its
receipt of the sunumons. If and when SAB&W is called
upon to comply with the summons, the scope of its
obligation to produce information will be defined by the
summons itself, not the January 12 and February 6
orders. Second, the Does cite no avthority, and the Court
is aware of none, supporting the proposition that their
quarrel with the summons' reference to the 2003
regulations ie a proper ground for contesting the
surmmons' enforcement. In any event, we see ho basis to
bar the IRS from using in a summons a definition
promulgated in 2003 to describe information that must
be produced regarding earlier periods; a challenge to
retrospective  gpplication  [*28]  of regulations is
appropriately Ttaised in the context of an actual
aszessment of taxes, not in a summons cnforcement
proceeding. Because these two issues are not appropriate
defenses, they are not “common questions” within the
meaning of Rule 24(b)(2).

The Court does not believe that various Does'
contentions that their identities are not covered by the
summons because SAB&W did not organize or sell the
particular ' transaction in which they participated, or
because the particular transaction was not of the type
described by the summons, constitute an appropriate
basis to challenge enforcement. This is not a challenge to
the summons itself, put anofher way, it is not a
contention that "enforcement would constihzte an abuse
of the cowrt's process.” Kis, 658 F.2d at 538 (internal
quotation marks omitted). In any eveni, allowing
intervention to permit the Does to litigate the parficulars
of their tramsactions or the details of SAB&W's
involvement in those transactions would run afonl of
Rule 24¢b)'s admonition that permissive intervention is
inapprepriaste  when it would unduly delay the
adjudication of the original patties' rights, The Does say
that if permitted to intervene [*29] to litigate these
issues, they would seck discovery from SAB&W on
these points and an evidentiary hearing at which they
would contest, Doe by Doe, whether their identities ate
covered by the sumimons. The Court could permit such a
challencge only if we igonored the Seventh Circuit's
"emphatic[]" warming that summons enforcement
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proceedings "are intended to be surmmaty in natare." i
ar 535.

The Does' last remaining contention is that they
should be permitted to intervene to argue that the
sutnmons is  unenforceable as wnduly ambiguous,
becausy it leaves it to SAB&W to determine the
questions of whether it was an organizer or seller of
trangactions in which the Does participated and whether
those transactions were "listed transactions” or “abusive
tax shelters." We make no comment regarding the merits
of this argument; whethet the summons is ambiguous is
an issue to be determined when the Court decides
whether to enforce the summons, not in the context of a
motion to intervene. But a dispute regarding the
sufficiency of the description of the material to be
produced is an appropriate basis for a challenge to a
sumimons in an enforcement proceeding. See Beacon
Federal Savings & Loan, 718 F.2d at 54 [*30] (citing
legislative history of LR.C. § 76009). SAB&LW has made
it clear that it has mo intention of pursuing such a
challenge. ‘See SAB&W's Resp. to U.8.'a Pet. to Enforce
P4. Resolution of the issue of ambignity will require no
discovery, no evidentiary hearing, and no complicated
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factual determinations, and thus it can be accomplished
promptly and without undue delay, For these reasons, the
requirements of Rule 24(b)(2} are met as 1o this potential
defense, and thus the Court will permit the Does to
intervens to raise this single challenge to  the
enforcement of the summons,

Conclusion

For the reasons stated above, the Court grants the
Does' motions to intervene in part [docket # 16-1, 23-1,

24-1, 26-1, 27-1, 28-1, 30-1, 31-1, 32-1, 33-1, 34-1 and

48-1]. The Does are directed to file, on or before April
20, 2004, a response to the Government's petition to
enforce the summons addressing the issue on which the
Court has permitted intervention, The Covernment is
directed to reply on or before April 23, 2004, The Court
will rule on April 29, 2004 at 9:30 a.rn.

MATTHEW F, KENNELLY
United States District Judge

Date: [*31] April 15, 2004
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OPINION:
MEMORAND(UM OPINION AND QRDER

Thiz matier comes before the Court on Plaintiffs'
Motion to Compel Production of Documents Withheld
on Privilege and Waork Product Grounds, nl pursvant to
Federal Rule of Civil Procedure 37(a). For the following
reasons, this Court orders that Plaintiffs' motion be
granted in part and denied in parf. n2

nl Thizs motion concerns documents
requested in Plaintiffs' First Request for
Production of Documents,

n2 Defendants' Motion to Strike Plaintiffs’
Motion to Compel is hereby denied.

BACKGROUND

The events upon which Plaintffs premise this
sgcurities fraud class action bogan at least as early as
Jamuary 23, 1992. On that date, Centel Corporation
("Centel")  announced its [*2] consideration of
altetnatives to enhance ita shareholders' wvalue. The
alternatives that Centel considered included selling the
company. These considerations apparently comprised a
formal program known es the Strategic Alternatives
Process ("SAP"). n3 The SAP culminated in Centel's
merger with Sprint Corporation ("Sprint"). That merger
was publicly announced on May 27, 1992 and finalized
by shareholder vote on March 8, 1993,

n3 Plaintiffs allege that the SAP period
began in August of 1991, or earlier, which was
well before Centel's Janvary 23, 1992 public
announcement. See infra at 6-7.

Plaintiffs are individuals who purchased Centel
common stock between January 23, 1992 and May 27,
1992, Plaintiffs filed suit on May 29, 1952, after the
merger with Sprint was announced. Individual
Defendants were the principal senior officers of Centel
Corporation when Plaintiffs bought Centel's stock. The
common law fraud and federal sgeurities law violations
alleged in the Complaint ar¢ premised on the theory of
“fraud [*3] on the market" and are based upon
statements, by Centel's officers, relating to the decision
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to sell the corporation. Plaintiffs maintain that Centel's
officers made public statements which misled them into
believing that Centel's stock was undervaleed, Plaintifis
claim that they relied on the alleped misrepresentations
and purchased Centel's stock at prices which they now
claim were over-inflated. ‘ )

The matter immediately before this Court involves
the applicability of the attomey-client privilege, the
work-product doctrine, and the joint defense doctrine to
Defendants' documents relating to the merger and the
SAP. On Auguat 12, 1962, Plaintiffs served their Firat
Request for Production of Documents, Defendants
initially refused production of 1,017 documents,
asserting the attorney-client privilege, as well as the
work-product and joint defense doctrines. llowever, on
January 11, 1993, Defendants informed Plaintiffs of their
waiver of the attorney-client privilege with respect to the
SAP, and their intention to produce those documents for
the dates between January 23, 1992 and May 27, 1992
(the class period), Duning the week of January 17, 1995,
Defendantz produced more than 24 boxes [*4]  of
purportedly  privileged  documents,  Additionally,
Defendants  produced to  Plaintiffs 2 number of
documents dated before and after the class perod,
Defendants ¢laim that the production of these documents
wasg inadverient,

Flaintiffs' motion now seeks to compel production of
the following remaining documents: nd §, 17, 18, 52, 53,
66, 68, 101, 102, 103, 105, 107, 133, 136, 141, 146, 156,
157, 158, 161, 162, 166, 171, 177, 178, 179, 180, 192,
193, 195, 197, 200, 254, 256, 257, 263, 267, 296, 297,
300, 321, 328, 346, 348, 390, 427, 428, 432, 442, 455,
506, 570, 585, 589, 591, 592, 599, 677, 679, 683, 686,
702, 703, 705, 71t, 712, 763, 779, 780, 803, 204, 8035,
807, 812, 816, 822, 8235, 827, 833, B34, 872, 873, 875,
870, 879, 881, 882, 830, 892, 894, 901, 904, 505, 906,
907, 920, 932, 933, 955, 956, 984, and $91. n5

n4 The documents, identified by their
corresponding  privilege-log :
deseribed m Plamtiffs' surnmaties of Defendants’
privilege-log. (Reply Memorandum of Law in
Support . of Plaintiffs' Motion to Compel
Production of Documents Withheld on Privilege
and Work Product Grounds, attachments A-G
[hereinafier Plaintiffs' Roply].) [*5]

n3 Plaintiffs additionally seek to discover a
document which they admit is unrelated to the
metger or the SAP, Document 359, according to
Plaintiffs, is a single page memorandum dated

pumbers,  are -

July 10, 1992, (Memorandum of Law in Suppert
of Plaintiffs' Motion to Compel Production of
Documents Withheld on Privilege and Work
Product Grounds at 6, 0.7 [hereinafter Plaintiffy'
Mem, &ipp.]) The memorandutn was sent by
Centel's general counsel, Karl Berolzheimer, (o
Centel's officers and directors, tepresentatives of
Goldman Sachs & Co. (investment bankers),
tepresontatives  of Morgan  Stanley & Co,
(investment bankers), and Skadden Arps Slate
Meagher & Flom (Centel's attorneys). (Id.) The
memorandum concerns  Centel's document
retention policy. (Id.) .

Plaintiffz cite In re Air Crash Disaster at
Sloux City, Towa, 133 F.R.D. 515, 521 (N.D. LIl
1990) in support of their position that document
359 is "clearly discoverable." In Sioux City, a
party's in-house memorandum regarding the
destruction of documents was ordered to be
produced. fd. at 527, The memorandum in Sioux
City had been sent to 500 employees, thus the
court reasoned that there could be no expectation
of confidentiality, Jd.

It is unclear, from the deseription provided
by Plaintiffs, exactly how many people received
document 359. Thus to the extent that Plaintiffs
rely on the plethora of recipienta in Siowx Clry,
that reliance iz misplaced.

Neither party, in briefing this motion, has
informed the court as to the basis of the privilege
asserted by Defendants for document 3359,
However, it is clear that the attorney-client
privilepe does not apply to this document because
it was sent to third persons. Sioux City, 133
F.RD. at 518. Therefore, this Court will grant
Plaintiffs' motion as to documént 359 only if
Defendants claimed protection under the
attommey-client  privilege.  Otherwise,  if
Defendants claimed protection under the work-
product doctrine, this Court will deny Plaintiffs'
motion ag to document 359, '

[*6]
DISCUSSION -

. The scope of discovery should be broad in order to
aid the search for the truth, United States v. White, 950
F.2d 424, (7th Cir. 1991%; Radiamt Burners, Inc. v
American Gas Ass'n, 320 F.2d 314, (7th Cir. 1963), cert.
denied, 375 US 929 ]1 L. Ed 2d 262, 84 5. Ct. 330
(1963); Allondale Mut. Ins. Co. v, Bull Data Sys. Inc.,
152 FRD. 132, 135 (ND. il 1993). Therefore, courts
commonly . look unfavorably upon anything that
significantly restricts this scope. Alendale, 152 F.R.D.
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at 135, Beeause the attorney-client privilege and work-
product doctrine obscure the search for the truth, both
should be confined to their narrowest possible limits to
minimize the impact upon the discovery process. White,
950 F.2d at 430; Radiant Burners, 320 F.2d at 319, 323;
Allendale, 152 F.R.D. at 135.

A, Attorney-Client Privilege

There are two reazons that Defendants should
produce certain of the documents they withheld on the
basis of the attorney-client privilege. First, Defendants

- waived the attorney-client privilege as to all SAP related -

documents by voluntarily disclosing some of those
documents. Second, many of the documents [%7] afe not
within the scope of the attorney-client privilege.

1. Voluntary waiver of the attorney-client privilege

Generally, the "disclosure of a document or an
otherwise confidential communication to thitd persons
waives the privilege." Mn re Air Crash Disaster af Sioux
City, lowa, 133 F.RD. 5135, 518 (ND. fll 1990)
Moreover, "production of some privileged documents
waives the privilege as to all documents of the same
subject matier.” Nye v, Sage Products, Inc., 98 F.R.D,
452 (N.D. [l 1982). n6 Plaintiffs persvasively arpue that
Defendants voluntarily waived n7 the aftorney-client
privilege, with respoet to all communications on fhe
subjeet of the SAP, when they provided Plaintiffs with
sclected,  previously  withheld, "attomey-client
ptivileged" documents about the SAP, nf Defendants
attempt to both limit the scope of their voluntary waiver
and comply with Nye by arguing that they previously
provided Plaintiffs with all documents “of the same
subject matter” (the SAP). Defendants insist that there
are no documents concerning the SAP prior to Janwary
23, 1992 (when the SAP was anncunced) or after May
27, 19092 {when the proposed merger wag annonneed).

- n6 The attomey-client privilege is somctimes
deemed waived up until the date of the waiver.
Nye, 98 F.RD. at 454. Moreover, the attorney-
client privilege can be deemed prospectively
waived, beyond the date of the waiver, /d
However this court declines to find either such
extensive waiver applicable here, [*8]

n7 Defendants acknowledged the extension
of the waiver to' communications between all
counsel  and  Centel reparding the SAP.
(Defendants' Memorandum in Opposition to
Plaintiffs' Motion to Compel Production of
Documents at 6, n.4.) -

nf Plaintiffs additionally argue that
Defendants voluntarily waived the attorney-client
privilege for all pre- and post-class period SAP
documents, becaus¢ Defendants “inadvertemly”
produced a variety of these documents. Plaintiffs
maintain that this production, even if inadvertent,
vitiates the privilege.

This court finds Plaintiffs' claim of
inadvertent waiver to be without merit under
either the subjective approach or the balancing
test, Central Die Casting and Mfg. Co., Inc., v.
Tokheim Corp., No. 93 C 7692, 1994 U.S. Dist.
LEXIS 11471, at *12 (N.D, IIl. Aug. 12, 1954)
(citing Mendenhall v. Burber-Greene Co., 531 F.
Supp. 931, 954 (N.D. Il 1988). Under
Mendenhall's subjective approach, inadvertent
disclozure never results in a waiver, walver is an
inlentomal  relinquishment, and, thus, an
inadvertent act lacks the requisite intent. /d. .
Under Central Die's balancing test, the court
weighs the reasonableness of precautions taken to
prevent disclosure, time taken (o rectify error,
scope of discovery, extent of disclosure, and
overriding fairness. /d. In applying the Central
Die test, especially in light of the number of
documents involved in the production, this court
finds that the inadvertent production of privileged
documents did not result in waiver.

[*9]

Defendants' unduly limited definition of, and time
frame for, the SAP are untenable. The class peried dates
dictate neither the duration of the SAP nor the
perrmssible  dates ‘of discovery. Tt seem: extremely
unlikely that there was absolutely no discussion of the
SAP before or after the class period. Defendants wauld
apparently have this Court believe that Centel announced
its intention to explore stratepic alternatives which would
maximize sharcholder value, including the possible sale
of the company, without previously analyzing or
discussing the consequences of that announcement. To
accept such an assertion would strain credulity. In fact,
Plaintiffs refer to several documents, including
documents from August 1991, which illustrate that the
SAP occurred mmch earlier than the beginning of the
class period. (Plaintiffs' Reply at 5-8.) Moreover, the
merger was not "finalized” by sharcholder vote and
"closed" under the mnerger agreemwont until March 8,
1993, Although it seeng unlikely that copious disenssion
about alternatives ensued once the merger was
announced, there may have been discussions concerning
contingency plans, in'the event that the merger failed.

Defendants observe that [¥10} "[a] clear cut-off date
for [Defendants'] waiver is desirable." Nye, 98 F.R.D}. al




e

Case: 1:02-cv-05893 Document #: 235 Filed: 06/06/05 Page 65 of 68 PagelD #:3307

1995 U.S. Dist, LEXIS 6942, *

454, This court agrees and finds that the end of the (SAP
related) waiver is the finalization date of the mérger,
March 8, 1993, Thus, the attomney-client privilepe is
waived for the following documents relating to the SAP:
17, 52, 53, 103, 105, 180, 195, 197, 200, 442, 455, 591,
679, 702, 703, 712, 763, 804, 822, and 825. The
attorney-client privilege is also waived for the following
docurnents dated after announcement of the merger {May
27, 1992), but prior to the finalization by shareholder
vote (March 8, 1993): 18, 141, 156, 267, 300, 346, 428,
599, 905, and 906. Although, it is unlikely that there are
many documents aflcr May 27, 1992 which qualify for
the SAP waiver, there may be some. Post-announcement
documents (dated after May 27, 1992) relating only to
the merger, however, are not considered SAT dacuments.
The parties should be able to determine, based on these
instructions, which post-announcement documents are to
be produced, This task is left to the partics, since the
Court cannot diseern the documents’ contents from the
privilege-log descriptions. - '

2, QOther documents for- which Defendants f*ll]
clairn attorney-client privilege

Defendants claim the attorney-client privilege for a
mumber of documents which do not concern the SAF,
Although these documents fall outside the scope of the
waiver, many are unprotected by the privilege.

The attorney-client privilege is designed to protect,
from  discovery,  documents  which  reflect
commmnications made in confidence by the client,
United States v. Lawless, 709 F.2d 485, (7th Cir. 1983);
United States v. Weger, 709 F.2d 1151, 1153 (7th Cir.
1983). The attorney-client privilege ™. . . ought to be
strictly confined within the narmowest possible limits
comsistent with the logic of its principle. Radiant
Burners, 320 F.2d ar 323, see also White, 950 F.2d at
430 (stating that the scope of the privilege is narrow,
because it is in 'derogation of the search for truth').

The Seventh Circuit has adopted Professor
Wigmore's formulation of the essential elements of the
attorney-client priviloge:

{1} Where legal advice of any kind is
sought (2) from a professional legal
adviser in his capaoity as such, (3) the
communications relating to that purpose,
(4) made in confidence (5) by the client,
(6) are at his instance permanently [*12]
protected (7) from disclosure by himself
ot by the legal adviser, {8) except the
protection be waived. 8§ WIGMORE §
2292,
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White, 950 F.2d at 430; Lawless, 709 F.2d at 487;
Radiant Burners, 320 F.2d at 319. The party sceking to
invoke the attorney-client privilege beats the burden of
establishing all of the privilege's elements. White, 250
F.2d at 430. Additionally, the claim of privilege cannot
be a blanket claim; it must be established on a document-
by-document basis. /d.

Not every disclosure from client to attorney is .
entitled (o protection from discovery. Siowx City, 133
F.R.D. at 518, The attorney-client privilege ". . . protects
only those disclosures - necessary to obfain informed
legal advice - which might not have been made absent
the privilepe." Fisher v. United States, 425 US. 391,

. 403, 48 L. Ed. 2d 39, 96 8. Ct. 1569 (1976).

Furthermore, communications f{rom attomey to
client fall under the privilege only to the extent that they
reveal confidential information provided by the client.
Sioux City, 133 F.RD. at 518 "A mile conferring
privileged stafus uwpon a broad[er] range of.
communications from the attorney to the client would
[*13] ignore Radiant Burners' caveal." Ohfo Sealy
Mattress Mfg. Co. v. Kaplan, 90 F.R.D. 21, 28 (ND. 1lL.
1980). Thus, communications from the attorney to the
client should be privilsged only if the stat¢ments do in
fact reveal, directly or indirectly, the substance of a
confidential communication by the client, Id Legal .
advice or communications, standing alone, should not
sutomatically receive protection. Instead, the party
asserting the privilege must show that such advice relates
to priar confidential client comnmynications, n?

n9 This view is consistent with the Seventh
Circuit's admonition to protect attomey-client
communications as narmmowly as possible, yet
offer protection that i consistent with the
privilege's purpose. Radiant Burners, 320 F.2d
at 323,

Documents 321, 328, 506, 711, 894, and 920 are
protected under the  attomey-client privilege.
Additionally, the following documents, which are drafts
of the joint-proxy statement, for -which the attorney-
client privilege is claimed, are protected: [*14] nl0 8,
68, 107, 133, 177, 179, 296, 348, 390, 427, 432, 589,
780, B80S, 827, B33, 834, 875, 876, 881, and 382,
However, documents 66, 101, 102, 136, 146, 157, 158,
161, 162, 166, 171, 178, 192, 193, 254, 256, 257, 263,
2497, 570, 585, 592, 677, 685, 686, 705, 779, 803, 807,
812, 816, 872, 873, 879, 886, 892, 901, 904, 907, Y32,
933, 955, 956, 984, and 991, do not fall under the
protective cloak of the attorney-client privilege, As to
these documents, Defendants have not sustained their
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burden to show that the privilege applies, and the
documents fail to qualify for protection under the
attorney-client privilege, either  because: (2}  the
privilege-log descriptions clearly show ihat the
documents are not privileged; (b) the prvilege-log
descriptions show that the documents are not privileged

because they do not contsin confidential client

communications; or {¢) the privilege-log descriptions are
- msufficient to show that the documents are privileged.

nl0 This Court assumes that all the
recipients and senders were either attorneys for,
or employeez of, Centel, Although the privilege-
log does not make ¢lear whether the original draft
joint-proxy staternent was sent from client to
attorney, this Court makes that assumption. If the
Court's assumption is incorrect, then Defendanis
are obligated to produce these documents.
Otherwise, all drafts which were exchanged back
and forth, between client and attorney, are
privileged.

[*15]

{a) Privilege-log descriptions
documents are not privileged

The privilege-log descriptions of documents 166,
171, 570, 592, 816, 872, 879, 886, and 907 show that
they primarily concern business advice, or do not contain
confidential client information.

The attorney-client privilege does not protect
communmications primarily regarding business advice.
nll Tt is well settled that the ". . . requisite professional
relationship i nol cstablished when the client secks
business . , . advice, as opposed to legal assistance.”
Radiant Burners, 320 F.2d at 324. Documents or
. conversations created pursuant to business matters must

be disclased, Allendale, 752 F.R.D. ar 137, Thus, for the
privilege to apply, counsel must be involved in a legal,
not buginess, capacity, and -the g¢onfidential
communications must be primarily legal in natore.

Sneider v. Kimberlyv-Clark Corp., 91 FRD. I, 4 (ND.

M. 1980). Farther, as previously discussed, the privilege
does not attach to purely fegal advice unless the advice
telates to a prior confidential communication from the
clicnt to the atiorney. ‘

nll WIGMORE'S formulation of the
attorney-client privilege prescribes the presence
of eight elements, the first of which requires that
the communication seek legal advice, See supra

. at 89,

clearly show
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[*16]

(b) Privilepe-log descriptions show documents are
not privileged because they do not eontain confidential
client comnmnications

The following documents are not privileged: 66,

- 101, 102, 162, 192, 193, 254, 256, 257, 263, 585, 677,

779, 803, BG7, 812, and 984. The attorney-client.
privilege applies only to documents which contain
confidential information from the client. Although these
documents are alleged to contain legal advice, there is no
indication in the privilege-log that this advice relates to
any confidential client comwnunication, Pocuments in
thizs category include attomeys' notes, which are
discoverable unless they pertain to confidential client
conununication (or have work-product immunity).

Additionally, numerous documents as to which
Defendants have claimed the attorney-client privilege
appear to be, nt best, purely legal documents containing
advice unrelated to any client cornmunication. These
documents concern Centel's Board of Directors' meetings
and are discaverable; 146, 157, 161, 178, 932, 933, 935,
056, and 991, Defendants did not meet their burden of
proving that these documents primarily contain legal
advice concerning confidential communications, which
would [*17] be protected by the attorney-client
privilege. The mere fact that an attorney was present, or
even participated in the meeting, does not make the
meeting's minutes privileged. :

Notwithstanding the above discussion, Defendants
may redact any confidential client communications
which were made for the purpose of receiving legal
advice (and the legal advice given, if any) for the
documents in this subsection.

(c) Privilege-log descriptions are insufficient to
show documents are privileged

The following documents are not privileged because
the privilege-log descriptions lack the sufficient detail
which is necessary to show that the documents invelved
primarily legal advice which contained confidential
client information: 136, 158, 297, 685, 686, 705, 873,
§92, 901, 904,

4. Findings

In sum, this Court finds that Defendants waived the
attorney-client privilege with respect to documents 17,
52, 53, 103, 105, 180, 195, 197, 200, 442, 455, 591, 679,
702, 703, 712, 763, 504, 822, and 825. Additionally, the
Court finds that the attorney-client privilege is waived
for documents 18, 141, 156, 267, 300, 346, 428, 599,
905, and 906,

Similarly, the Court finds that the attorney-client
privilege [*18] - does not apply to documents 66, 101,
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102, 136, 146, 157, 158, 161, 162, 166, 171, 178, 192,
193, 254, 256, 257, 263, 297, 570, 585, 592, 677, 685,

686, 705, 779, 803, 807, 812, 816, 872, 873, 879, 886,

892, 901, 904, 907, 932, 933, 955, 956, 984, and 991.

: This Cowt finds that attomey-client privilege

attaches to documents, 321, 328, 506, 711, §94, and 920,
as well as to drafts of the jomt-proxy statement 8, 68,
107, 133, 177, 179, 296, 3438, 390, 427, 432, 589, 780,
BOS, 827, 833, 834, 875, 876, 881, and 882,

B. Work-Product Doctrine
1, The standard

The work-product doctrine is "distinet from and
broader than the attorney-client privilege," United States
v, Nobles, 422 118 225, 238, n.11, 45 L. Ed. 2d 141, 95
S, Ct 27160 (1975) (citing Hickman v. Taylor, 329 U8,
495, 91 L. Ed 451, 67 S. Ct. 385 (1947)); see also
Radiant Burners, 320 F.2d at 323. Although different
from the atlorey-client privilege, the work-product
doctrine is another significant limitation on the scope of
discovery. The work-product doctrine prevents either
party from paining an unfair advantage by learning the
other party's, or their counsel's, legal strategies and
theories. [*19] Alendale, 152 F.R.D. at 135; see also
Binks Mfz. Co. v. National Presto Indus. fne., 709 F.2d
1109, 1118-19 (7th Cir. 1983} (work-product doctrine
applies to documents prepared by client as well as
attorney).

Unlike the attorney-client privilege, a party may
obtain discovery of decuments protected by the work-
product privilege upon a showing of substantial need.
Under the work-product doctrine a party may

. . . obtain discovery of documents . .
. prepared in anticipation of litigation or
for trial . . . only upon a showing that the
party sceking discovery has a substantial
need of the faterials in the preparation of
the party's case and that the party is
unable without undue hardship to obtain
the substantial equivalent of the materials
by other means. In ordering discovery of
such materiale when the required showing
has been made, the court shall protect
‘against disclosure  of the mental
impressions, conclusions, opinions, or
legal thearicd of an attomey or other
representative of a party concerning the
litigation.

FED R CIV. P, 26(B)(3).
Although Rule 26 makes "ordinary" work-product

accessible where there is a substantial need, the Rule
specifically protects [*20] "opinion" work-product from

disclosure, even in the face of undue hardship. Nye, ¥8
F.RD. ar 454 (courts must take precautions to prevent
disclosure of "opinion" work-product when ordering
production of "ordinary" work-product). “Opinion”
work-product includes documents revealing mental
impressions, cemclusions, opiniens, or legal thearies
FED R CIV. P. 26(b}(3); Sioux City, 133 F.R.D. at 519,
citing MOORE'S FEDERAL PRACTICE, para. 26,
64[1] at 26-349-3350 (1989) (opinion work-product
involves preparation, strategy, and appraisal of strengths

~ and weaknesses of an action, or activities of the attormeys

involved, rather than the underlying evidence); ree
generally Hickman, 328 U8 at 511,

Initially, the Court must determine whether the
documents were in fact prepared in anticipation of
litigation; the mere fact that litipation eventually ensues
does not, alone, protect all documents related to the
subject matter of the litigation. Binks, 709 F.2d at 1 118-
/9. The "test” for work-product protection is ". . .
whether, in light of the nature of the document and the
factual situation in the particular case, the document can
fairly be said to have been prepared or obtained [*21]
because of the prospect of litigation" Id. at /119
Additionally, a document is only considered work-
product if it iz primarily concerned with legal assistance.
Loctite Corp. v. Fel-Fro, Inc., 667 F.2d 577, 582 (7ih
Cir. J98!). The burden iz on the parly opposing
discovery, to show that the work-product doctrine
applies. Allenddale, 152 F.R.D. at 137.

2. Application of the work-product doctrine

This case presents special difficulties in applying the
work-product doctrine. Plaintiffs filed their suit shorily
after Defendants' merger announcement,  Thus,
throughout the merger process and finalization, this
litigation was pending. The mere fact that litigation was
already in progress docs not provide work-product
immunity for documents which were prepared in the
regular course of busmess rather than for purposes of
litigation. CHARLES A. WRIGHT, ARTHUR R.
MILLER, & RIiCHARD L. MARCUS, FEDERAL
PRACTICE AND PROCEDURE:; CIVIL 2d § 2024
(1983) at 346. However, documents which serve dual
purposes may still be protected. Iz re Special September
1978 Grand Jury (1), 640 F.2d 49, 61 (7th Cir. 1980)
(protecting materials prepared in anticipation of litigation
as well [*22] as for state required report). Thus, the
work-product dootrine protects drafts of the joint-proxy
statement, nl2 The following documents are protected
work-product: 68, 146, 158, 177, 296, 427, 432, 442,
589, 677, 679, 711, 780, 805, B12, 827, 833, 834, 873,
875, 876, 881, 8382, 836, and 905. n13 The work-product
doctrine, however, does not apply to 455, 763, 804, and
907 because thoy were not created in anticipation of
litigation or trial. Additionally, the work-product




Case: 1:02-cv-05893 Document #: 235 Filed: 06/06/05 Page 68 of 68 Page-ID #:3310

-

Page 7

1995 U.5. Dist. LEXIS 6942, *

doctrine does not apply to 506 because the privilepe-log
containa insufficient information to satisfy Defendants'
burden of establishing work-product protection.

nl2 Although the final, publicly presented
joint-proxy statement was not created primarily
in anticipation of litigation or trial, the drafts and
revisions were 5o crented. This action had already
been filed when the drafts were created. A public
proxy statement contains rcpresentations of the
carporation and is, therefore, a likely target for
scrutiny in a securities fraud lawsuit. Therefore,
modifications to the drafts were influenced
substantially by the fact that thig litigation was
pending. [*23]

nl3 The majority of these documents are, or
concern, drafts of the joint-proxy statement.

3, Findinga

In sum, this Court finds that documents 68, 146,
158, 177, 296, 427, 432, 442, 589, 677, 679, 711, 780,
805, 812, 827, 833, 834, 873, 875, 876, 881, 882, 886,
and 905 are protected by work-product doctrine.

However, this Court finds that 455, 506, 763, 804, and
907, are not protected.

C. The Joint Defense Doctrine
1; The standard

Material which would otherwise be privileged is
customarily discoverable if it has been disclosed to a
thitd-party. Lawless, 709 F.2d at 487; Allendale, 1532
F.RD. at 139; Sioux City, 133 F.RD. at 518. However,
where the third-party shares a common interest with the
disclosing party, and such interest is adverse to that of
the party seeking discovery, then any existing nl4
privilege is not waived. United States v. McPartlin, 595
F.2d 1321, 1336-37 (7th Cir. 1979); see alvo Allendale,
152 FR.D. gt 140. Thiz exception is known as the joint
defense dogtrine,

nl4 The joint defense docirine can only
apply where the document is already protected by
a privilege. Allendale, 152 F.R.D. at 140.

[*24]
2. Findings

This Court finds that the joint. defense doctrine is
applicable to docomerits 177, 179, 427 and 589 because
cach of theze documents iz already protected by both the
attomey-client privilege and the work-product doctrine.
Therefore, each of these documentz has the requisite
privilege(s) upon which to premise the joint defense
doctrine.

SUMMARY OF FINDINGS

Varlous doguments as to which the attorney-client
privilege is inappplicable are nonetheless protected by

the work-product doctrine; the converse is true as well.

Thus, the following documents are not protected, by
either the attormney-client privilege or the work-product
doctrine, and must be produced to Plaintiffs: 17, 52, 53,
66, 101, 102, 103, 105, 136, 157, 161, 162, 166, 171,
178, 180, 192,°193, 195, 197, 200, 254, 256, 257, 263,
297, 455, 570, 585, 591, 592, 685, 686, 702, 703, 705,
712, 163, 779, 803, 304, 807, 816, 822, R25, 872, 8§79,
892, 901, 904, 907,932, 933, 935, 956, 984, and 991.

Documents 18, 41, 156, 267, 300, 346, 428, 599,
and 906 must be produced to Plaintiffs if they contain
any SAP discussion, including discussion of contingency
plans. Additionally, document 359 must be produced if
Defendants [*25] claimed attorney-client privilege
protection for this document.

The following documents are protected by cne or
beth privileges and need not be produced by Defendants:
8, 68, 107, 133, 146, 158, 177, 179, 296, 321, 328, 348,
390, 427, 432, 442, 506, 589, 677, 679, 711, 780, 8035,
812, 827, 833, 834, 873, 875, 76, 881, BB2, BRG, RO,
903, and 920.

CONCLUSION
Based upon the above findings;

IT 18 HEREBRY ORDERED that Plaintiffs’ Motion
to Compel Production of Documents Withheld on
Privilege and Work-product Grounds be granted in part
and denied in part consistent with this Opinion,

Dated: May 18, 1995

ENTER:

ARLANDER KEYS

United States Magistrate Judge




