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LEXSEE

JEAN BRAMLETTE, Individually and as Administrator of the Estate of Tracy Sar-
gent, Deceased, Plaintiff, v. HYUNDAI MOTOR COMPANY and HYUNDAI
MOTOR AMERICA, Defendants,

Ne. 91 C 3635

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

1993 U.S, Dist. LEXIS 12112

August 31, 1993, Decided
September 1, 1993, Docketed

CASE SUMMARY:

PROCEDURAL POSTURE: Defendants filed a motion
to quash plaintiff's subpoena pursuant to Fed. R. Civ. P.
45 seeking information obtained by investigators hired
by defendants.

OVERVIEW: The investigators prepared several reports
in preparation for trial, several of which were turned over
to plaintiff. Plaintiff sought production of ether reports,
contending that defendants waived work product pretec-
tion with respect to all of the investigatory reports by
providing some of them to plaintiff, The court noted that
there was a -distinction between attorney-client privilege
-and work product privilege, and that according to most
-authorities, disclosure of a docurnent to third persons did
not waive. work product protection unless it substantially
increased the opportunities for potential adversaries to
obtain the infermation. Nor did disclosure of some
documents destroy work product protection for other
documents of the same charicter. The eourt concluded
that defendants did not waive work product protection
because the materials for which protection was sought
had not been disclosed. Moreover, plaintiff had not niade
4 showing that the reports were discoverable becausé of
substantial need or undue hardship. The count noted in
particular that plaintiff did not deny that she had an op-
pertunity to interview the pérsons whose testimony was
described in the reports sought,

OUTCOME: Defendant’s motion to quash plaintiff's
subpoena for the productien of certain reports was
granted.

CORE TERMS: work product, attorney-client, disclo-
sure, discovery, preparation, intérview, subpoena, with-

held, waived, work product doctrine; undue hardship,
selective, waive, motion to- quash, confidence, log, sub-
ject matter, anticipation of litigation, formulating, im-
pressions, privileged, proponent, tactical, prepare, ex-
ploit, full disclosure, partial, discoverable, interviewed,
dépasition

LexisNexis(R) Headnotes

Evidence > Privileges > Atiorney-Client Privilege >
Elemenis

Evidence > Privileges > Attorney-Clienit Privilege >
Scope

Evidence > Privileges > Attorney-Client Privilege >
Waiver

[HN1] Production of some privileged documents: waives
the privilege as to all documents concerning the same
subject matter. The rule reflects twe general principles:
(1) that only confidential matters are protected by the
attorney-client privilege, and {2) that a party shouid not
be allowed to exploit selective disclosures for tactical
advantages. A party cannot selectively divulge privileged
information without impairing its attorney-client privi-
lege as to the rest of that information concerning the
same subject. The privilege exists in the first instance to
encourage communication frem a client to his attorney,
and for that reason the confidence of such communica-
tions must he protected. Protection of the opinions given
by attorreys to their clients gives rise to similar benefits,
and conséquently has been treated as part of the privi-
lege. Once a party abandons this confidence by submit-
ting privileged material in the discovery proceeding, the
rationalé of the privilege is dissipated, insofar as the sub-
ject matter of the dis¢losure is concerned..
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Civil Procedure > Discovery % Privileged Matters >
Work Product > Fact Work Prodiict

Civil Procedure > Discovery > Undue Burdens

[HN2] The work preduct doctrine is distinet from and
broader than the attornéy-client privilege. The doctrine
applies to documents prepared by the client; attorney or
the attorney's representative in anticipation of litigation
or for trial. Under the work product doctrine, there is a
multi-level protection whereby that information most
‘closely related to an attorpey's litigation strategy is abso-
lutely immune from discevery, while that. informiation
with a more tenueus relationship to litigation strategy
might be available in circumstances evineing a substan-
tial need or undue hardship on the part of the discovery
praponent. Thus, "factual” or "ordinary” work product,
which is everything other than the mental impréssions;
conclusions, opintons or legal theories of the atforney,
must be produced upon a showing that the proponent of
the discovery needs the materials to prepare its case and
has been- unable without due hardship to obtain then, by
other means. The party demanding. preduction must
demonstrate undue hardship would be suffered if unable
to review material or obtain eqnivalent materials by other
mieans.

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection

Civil Procedure > Discovery > Privileged Matters >
Work Product > Opinion Work Product

Civil Procedure > Discovery > Relevance

[HN3] Fed. R. Civ. P, 26(b) provides that a party may
obtain discovery of documents and tangible things oth-
erwise discoverable under subdivision (b)(1) of this rule
and prepared in anticipation of litigation or for tdal by or
for another party or by or for that other party's represen-
tative (including the other party's aftorney, consultant,
surety, indemniter, insurer, or agent) only upon a show-
ing that the party seeking discovery has substantial need
of the materials in the preparation of the party's case and
that the party is unible without undue hardship to obtain
the substantial equivalent of the materials by other
means. In ordering dis¢overy of such materials when the
required showing has been made, the court shall protect
against disclosure of the mental impressions, conclu-
sions, opinions, or legal theories of an attorney or other
representative of a party concerning the litigation.

Civil Procedure > Discovery > Privileged Matters >
Waork Product > Opinion Work Product

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Civil Procedure > Judgmenis > Relief From Judgment
> General Overview

[HN4} An attorney's notes of witness interviews are pro-
tected under the work product doctrine. Also, the show-
ing of work product to a party's €xperf witnesses does.not’
waive the profection, If an expert considers work product,
in formulating: his or her opinion, the solution is to redact.
the document; omitting "opinion" work product, but
making full disclosure of facts presented to the expert
and considered in formulating his or her opinien.

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Evidence > Privileges > Aftorney-Client Privilege >
Waiver

Legil Ethics > Client Relations > Confidentiality af
Information ' '
[HNS] Unlike the attorney-client privilege;, which exists
to' encourage conildential communications and protect
the attorney-client relationship, work produet protection
serves to promote the adversary systern by safeguarding.
the fruits of an attorneys' trial preparations from discov-
ery attempts of the opponent. While any voluntary dis-
closure by the holder of the attorney-client privilege is
inconsistent with the confidential relationship and thus
waivgs the privileége, it is not inconsistent with work
product protection to disclose information in the pursuit
of trial preparation, so long as the information is main-
tained in secrecy against the opponent. Most cases con-
clude that disclosure of a document to third persens does
not waive work product protection unless it substantially
increases the opportunities for potential adversaries to
obtain the information. Nor does disclosure of some
documents destroy work product protection for ether
documents of the same character.

JUDGES: [*¥1] GOTTSCHALL
OPINION BY: JOAN B, GOTTSCHALL

OPINION:
MEMORANDUM OPINION AND ORDER

This matter ¢ before the court on defendants’ motion
to quash plaintiff's Rule 45 subpoena to Investigations by
Hanrahan. For the reasons set forth below, the motion is
denied.

BACKGROUND

After the commencement of this lawsuit, defendants
retatned the firm Investigations by Hanrahan ("Hanra-
han") io conduet certain investigations in preparation for
the. trial of this lawsuit. In the course of that investiga-
tion, Hanrahan interviewed witnesses and prepared at
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least twelve reports, which reports are described in the
log defendants have served on the court and plaintiffs
attorneys. Plaintiff does not. dispute défendants’ conten-
tiotis. that five of those reports {(Docs. A-E) have been
provided to her attorneys and that the documents and
-signed witness statements accompanying four eother re-
ports (Docs. I-L) have been produced to her and marked
as defense exhibits in the final pretrial order. Defendanis
have, however, withheld the four reports themselves. In
all, defendants have apparently withheld seven reports.
While defendants claim work produci protection for all
but the five reports already produced, the tames and ad-
dresses [*2] of witnesses interviewed in connection with
the other reports have apparently alse been provided, nl
and most of these¢ witnesses have been deposed and/or
included in defendants’ witness list.

nl In their log, defendants make the some-
what cryptic comment that plaintiff may not
know who these witnesses are, but that is not the
fault of the defendants. Log of Documents af 10.
Plaintiff n¢t having argued that any witness
names and addrésses have been withheld from
her, this memorandum assumes full disclosure of
the pames and addresses of witnesses.

Plaintiffs' subpoena seeks production of all docu-
ments and tangible itemis related to any work performed
by Hanrahan in connection with this case, although it
appears that the withheld reports are the only items pres-
ently at issue. Defendants claim the work piroduct protec-
tion in response to plaintiff's subpoena of the saven re-
ports net previously preduced. Reviewing defendants'
log; the réports in question can be divided into three
categories: (1) reports containing narratives [#3] of wit-
ness interviews (Doc, F, I, K and L), (2) reports "describ-
ing arrangements for inspection of vehicle” (Does. G and
H), and (3) a report regarding issuance of subpoenas and
ongoing investigation (Doc. I,

Plaintiff has not separately argued that she should be
given aecess to categories (2) and (3). Rather, she tends
to focus her arguments on the narrative of witness inter-
views contained in the reports in category (1), According
to plaintiff, defendants have waived work product pro-
tection with respect to all the Hanrahan reports by pro-
viding copies of the first five reports to defendants’ ex-
pert witness Jasich and to plaintiffs. n2

n2 Although the fact is not noted in defen-
dants’ log, another Hanrahan report of September
30, 1992 (Doc. L) was apparently given to defen-
dants' accident reconstruction expert shortly be-

fore his deposition on July 22-23, 1993, Plain-
tiff's Response Brief at § n.3. (The expert staied
at deposition thal he had not read the statement.
Habberstad Dep. at 16.) It is not known whether
plaintiff was also provided a copy of that report.

[*4]

Plaintiff's waiver argument rests on the rule enunci-
ated in the context of the attorney-client privilege that
[HN1] production of some privileged documents waives
the privilege as to all documents concerning the same
subject matter. Chinnici v. Central Du Page Hosp. Ass'n,
136 F.R.D. 464, 465 (N.D. IIL), clarified, 1991 WL
127606 (N.D. II1. July 10, 1991); In re Consolidated Liti-
gation Concerning Internat'l Harvester's Disposition of
Wisconsin Steel, 666 F. Supp. 1148. 153 (N.D. TIL
1987); Nye %, Sage Products. Inc, 98 FR.D. 452, 433
(N.D. TI.. 1982). The rule reflects two general principles:
(1) that only confidential matiers are protected by the
attorney-client privilege, and (2) that a party should not
be allowed to exploit selective disclosures for tactical
advantages. Internationa] Harvester, 666 F, Supp. at
1153, Quoting from Judge Flaum, Judge Moran ex-
plained the rationale for the rule as follows:

. a party cannot selectively divulge
privileged information without impairing
its attorney-client privilege as to the rest
of that information concerning [*5] the
same subject. . . . The privilege exists in
the first instance to encourage communi-
cation from a client to his afforney, and
for that réason the confidence of such
communications must be protected. . . .
Protection of the opinions given by attor-
neys to their clients gives rise to similar
benefits; ‘and consequently has been
treated as part of the privilege. . . . Once a.
party-abandons this confiderce by submit-
ting privilegod material in the discovery
proceeding, the rationale of the privilege:
is dissipated, insofar as the subject matter
of thie disclosure is concerned.

* %

In some instances, a tactical advan-
tage of a limited disclosure may be readily
apparent, and equity stridently counsels a
finding that the privilege has been waived.
. . . Partial disclosire, however, always
creates the pessibility of abuse -at a time
when the confidentiality of the reiation-
ship has been compromised by the. very
party who wishes to assert it later. . .

Page 3
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Wheneéver a party discloses information
which it could Have withheld on the basis
of privilege, an implicit detérmination of
benefit has been thade by the party,
through its attorney. Since the rationale of
the confidence 1s at the same time [*6]
obviated, no purpose would be served by
a court's consideraticn of the tactical ¢on-
sequences of partial disclosure.

Id. (quoting Bé&J Mfe. Co. v. FMC Corp., 21
Fed R.Serv.2d {Callaghan) 11§9, 1115-1120 (N.D. lIl.
1975)).

In their response, defendarits emiphasize thal, except

for the reports t6 which plaintiff has had access, théy:

have held the other Hanrahan reports in confidence.
Thus, they have not provided any of the last gix or séven
reports to their expert witnesses. Defendants further state
that Jasich's expert report is not based on the five Hanra-
han reports given to him. As set forth below, in moving
to quash, defendants look to differences between the
policies underlying the attorney-client privilege and
work product protection.

DISCUSSION
[HN2] The work product doctrine ig distinct from

and broader than the sttorney-client privilege. In re Air

Crash Disaster at Sioux City, [owa. 133 F.R.D. 515, 519
(N.D. Nl. 1990) {quoting United States v. Nobles, 422
.85, 225, 238, 45 1. Ed. 2d 141, 95 8§, Ct. 2160 n.1)

(1974)). The doctrine applies to documents prepared by

the client, attorney or the attorney's representative [¥7]
"in anticipation of litigation or for mial.” See id. {quot-
ing Rule 26(b)(3)). n3 Under the work product doctrine,
there is a multi-level protection whereby that information
most closely related to-an attorney's litigation strategy is
absolutely immune from diseovery, nd4 while that infor-
mation with a more tenuous relationship to litigation
strategy might be available in circumstances evincing a
substantial need or undue hardship on the part of the dis-
covery proponent. Allendate Mut. Ing, Co. v. Bull Data
Systems, Inc., 145 F.R.D, 84, 86 (N.D. Til. 1992), Thus,
"factual” or "ordinary” work product, which is "every-
thing other than the 'mental impressions, conclusions,
opinions or legal theories' of the attorney,” must be pro-
duced upon a showing that the proponent of the discov-
ery needs the materials to prepare its case-and has been
unable without due hardship to obtain thén, by other
medns. Air Crash Disaster. 133 ERD. at 520 (quoting
Ruje 26(b)(3)). See also Ferguson v. Lurie. 139 FR.D.

if unable to review material or obtain equivalent materi-
als by othér means).

n3 The full text of Rule 26(b)}3) is as fol-
lows:

[HN3]

a party may obtain discovery of
‘documerits and tangible things
otherwise discoverable under sub-
divisioii (b)(1) of this rule and
prepared in anticipation of litiga-
tion or for trial by or for ancther
party or by or for that other party's
represéntativeé (including the ather
party's attorney, consiltant, surety,
indemnitor, insurer, or ggent) only
upon a showing that the party
seeking discovery has substantial
néed of the materials in the prepa-
ration Of the party's case and that
the party is unahle without undue
hardship to obtain the substantial
equivalent of the materials by
other means. In ordering discovery
of such materials when the re-
quired shewing has been made,
the court shall protect against dis-
closure of the mental impressions,
conclusions, opinions, or legal
theories of an atiorney or other
_representative of a party concern-
ing the litigation.

n4 Cf. Hamel v. General Motors Corp., 128
ER.D. 281, 283 (D.Kan. 1989) (while some
courts find an absolute privilege against discov-
ery of opinion work preduct, many others apply
balancing test to determine disgoverability).

*9]

In their motion to quash, defendants correctly ob-
serve that [HN4] an attorney's notes of withess inter-
views are protected under the work product doctrine.
See, e.g., Hickman v. Taylor. 329 U.8. 495, 504-513; 9}
L. Ed. 451, 67 8. Ct. 385 (1947 Harper and Row Pub-
lishers, Inc. v. Decker. 423 F.2d 487, 492 (Tth Cir.
19700, aff'd, 400 U.S. 348. 27 L. Ed. 2d 433. 91 8. C1
479 (1971); Thornton v, Continental Grain Co., 103

362. 367 (N.D. IIl. 1991) (party demanding production
must demonstrate undue hardship would be suftered [*8]

ER.D. 603, 606 (S.D. TIl. 1984). Also, the showing of
work product to a party's txpert witnesses: does not watve
the protection, Bogusian v. Gulf Qil Corp., 738 F.2d
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587. 593 (3d Cir. 1984); Hamel v. General Metors Corp.,
128 ER.D. 281, 284 (D. Kan. 1989} Bogosian con-
cluded that if an expert considers work product in formu-
lating his or her gpinion, the solution is to redact the
document, oniitting "epinion” work product, but making.
full disclosure of facts presented to the expert and con-
sidered in formulating his or her opinion, Id. at 595. n5

n5 In passing, Begosian commented that
there was a division among the circuits as to
whether work product based on oral statements
from withesses was. "opinion” werk product, and
hence, ahsolutely protected. Bogosian, 738 F.2d
al 593 (citing Upjohn Co. v. United States, 449
U.S. 383, 401402, 66 L. Ed. 2d 584, 101 S. C1.
677 (1981)).

[*10]

Finally, defendants note that plaintiff's cases con-
cerning selective disclosure of documents address waiver
of the attorney-client privilege. [HN5] Unlike that privi-
lege, which exists to encourage confidential communica-
tions and protect the attorney-client refationship, work
product protection serves to promote the adversary sys-
tem by safeguarding the fruits of an attorneys' trial prepa-
rations from discovery attempts of the opponent. United
States v. American Telephone and Telegraph Co., 642
F.2d 1285, 1299 (D.C. Cir. 1980). While any voluntary
disclosure by the holder of the attorney-client privilege is
‘inconsistent with the confidential relationship and thus
watves the privilege, it is not inconsistent with work
product protection to disclose: information in the pursuit
of trial preparation, so long as the informiation 1% main-
tained in secrecy against the opponent. See id. According
to commentators, most cases: conclude that disclosure of
a document to third persons does not waive work product
protection unléss it substantially incraases the opportuni-
ties for potential ddyersaries to obtain the information. 8
C. Wright and A. Miller Federal Practice [*11] and
Procedure; Civil, § 2024 at 210 (1970). Nor does disclo-
sure of some documents destroy work product protéction
for other documents of the same character. Id. at 209. n6

n6 On the other hand, one cannof lose sight
of the potential that litigants might exploit work
product in a significant way in the preparation of
experis, while planning te. erect the shield of
privilege against discovery. See Berkey Photo,
Inc. v. Eastman Kodak Co., 74 FR.D. 613. 617
(S.D.NY. 19773

Applying the above principles here, this court finds
neither waiver nor circumstaices that wonld call for the
production of defendants’ work product. Since the mate-
rals for which protection is seught in this case have not

been disclosed to experts or others .not involved in the

preparation of defendants’ case, it is clear that there has
heen no waiver of work product protection.

Looking next to whether plaintiff has overcome. that
protection, this court concludes that she has not. Even
assuming that all the Hanrahan [*12] reports were "fact”
work product potentially discoverable upon the showing
of* substantial need of the materials” and "undue hard-
ship to obtain the substantial equivalent of the materials
by other means,” required under Rule 26(b)(3), plaintiff
has failed to make that showing. Notably, plaintiff does
not deny that she has had the opportunity to interview the
persons whose testimony is described in the Hanrahan
reports. See Swandell v. Jackson County, 7
Fed.R.Serv.3d 715, 717-718 (S.D. 1Il. 1987). She statés
that she oeeds the reports to prepare ta cross-examine
defense experts because those experts were not provided
reports of subsequent interviews with witnesses, but it is
pure speculation that knowledge of the information in the
later Hanrahan repoits would have altered the basis for
the experts' opinions: This kind of speculation hias beén
réjected as a basis for .ovércoming work product protec-
tion. See Hamel, 128 F.R.D. at 284,

Finally, the court disagrees with plaintiff that the
finding in Nye v. Sage Products, Inc.. 98 F.R.D. 452
(N.D. IIl. 1982). dictates a contrary result. In Nye, [*13]
Judge Getzendanner first determined that a party had

‘waived the attorney-client privilege with respect to

documents cencerning a particular subject matter. Al-
though some of the documents in question were arguably
protected under the work product doctrine, Judge Get-
zendanner noted that one goal of waiver is (o prevent

selective disclosure of attorney materials. Id. at 454.

That -goal could be undermined if parties could waive
privilege and still enjoy full work preduct protection. Id.
Preserving work product protection intact might com-
pletely negate the court's holding that the attorney-client
privilege had been waived. Id. To prevent that result,
Judge Getzendanner assumed “that the possibility of
prejudice from [the party's] seléctive production of privi-
leged documents creates the ‘substantial need' which,
under Rule 26(b)(3), must be shown lo obtdin ordinary

-work product.” Id. The preconditien for that assumption

in Nye, then, was a prior waiver of attorney-client privi-
lege concerning documents on the same subject matter.
Because the problem posed in Nye is not present in this
case, that decision's finding of substantial need is [*14]
inapposite,

Having considered and rejected plaintiff’s arguments
that work protection is: waived and that she has made a
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shewing sufficient to overcome that protéction, her mo- ENTER:

tion to quash is denied. JOAN B. GOTTSCHALL
CONCLUSION United States Magistrate Judge
For the reasons set forth above, defendants’ motion

to quash subpoena is granted. DATED: August 31, 1993
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LEXSEE

CHAMBERLAIN MANUFACTURING CORPORATION, an Iowa Corporation
Plaintiff, v. MAREMONT CORPORATION, a Delaware Corporation, and ARVIN
INDUSTRIES, INC.,, an Indiana Corporation, Defendants,

Neo. 90 C 7127 Hon. Paul E. Plunkett

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

1993 U.S. Dist. LEXIS 371

January 15, 1993, Decided
January 19, 1993, Docketed

CASE SUMMARY:

PROCEDURAL POSTURE: In a civil action, plaintiff
objected to a magistrate’s récommendation to grant de-
fendants' motion o Compel production of documents
prepared by plaintiff's courisel. Plaintiff contended that
the materials were priviléged and protected by the work-
product doctrine.

OVERVIEW: Defendants brought a motion to compel

plaintiff to produce interview memoranda, sumninaries,,

and discipline matrix reports regarding plaintiff's internal
investigation into allegations of fraud. Defendants argued
that plaintiff waived any and all privileges to the docu-
ments by voluntarily disclosing a report of the fraud in-
vestigation to the Department of Defense. The court sus-
tained plaintiff's objections and denied the motion to
compel. The court held that the materials were produced
in the context of providing legal counsel to plaintiff and
were essential to advising plaintiff how to proceed with
the internal investigation and discipline of employees.
The court also held that the materials were: protected by
the work-product doctrine because the materials, by their
very nature, contained attorney mental impressions and
reflected the legal strategies used by plaintiff's counsel in
advising plaintiff. The court concluded that there was no
wiaiver because the documeénts underlying the report
wore never shared with the Department of Defense.
Thus, the court set aside the magistrate’s report.

OUTCOME: The court set aside the magistrate's report
and recommendation and denied defendants’ motion to
compel.

CORE TERMS: initerview, distlosure, subsidiary, privi-

leged, work product doctrine, work product, motion to

compel, legal advice, attorney-client, disclosing, matti-
ces, waived, impressions; scholarty, advising, sharing,
internal investigation, voluatary disclosure, disciplinary,
recommended, attach, hired

LexisNexis(R) Headnotes

Civil Procedure > Judicial Officers > Magistraies >
Pretrial Orders

[HN1] Upon review of a magistrate judge's report on a
non-dispositive matter, the court may set aside or modify
any part of the order that we find to be clearly erroneous
or contrary to law, Fed. R. Civ. P. 72(a).

Civil Procedure > Discovery > Privileged Matters >
General Overview

[HN2] Attormey-client privilege attaches where legal
advice is sought from a professicnal legal advisor: the
communications relating to that purpose, made in confi-
dence by the client, are protected from disciosure.

Civil Procedure > Discovery > Privileged Matiers >
Work Product > General Overview

[HN3] Notes and memioranda, generated from a attor-
ney's interview with a-client, are the very essence of what
is pratected by the work product doctrine.

JUDGES: [¥1] PLUNKETT

QFPINION BY: PAUL E. PLUNKETT

OPINION:
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MEMORANDUM OPINION AND ORDER

This matter is before us on the objections of Plaintiff
Chamberlain to the Report and Recomnmendation of
Magistrate Judge Edward A. Bobrick. The Report rec-
ommends that we grant Defendants Maremeont's and Ar-
vin's motion to compel production of certain documents.
Upon review of the arguments of the parties, and for the
reasons set forth below, we set aside the Report and Rec-
ommendation and deny the Defendants' motion to com-
pel.

Discussion

[HN1] Upon review of a magistrate judge's report
on a nondispositive matter, we may set aside or modify
any part of the order that we find to be "clearly erronecus
or contrary to law."” Fed. R. Civ. P. 72(a). With this stan-
dard in mind, we review the Report before us in the pre-
sent case.

The facts in this case are adequately detailed in
Magistrate Judge Bobrick's Report, and we need not re-

visit them here. However, the. recitation of a few select’

facts is needed..

Chamberlain became aware that the Air Force was.
conducting an investigation into possible fraud by a sub-
sidiary Chamberlain had recently acquired that could
expose Chamberlain to civil and criminal liability.
Chamberlain made [*2] a preliminary voluntary disclo-
sure orally to the Department of Defense ("IDOD™), and
instigated an internal investigation into the purported
fraud.

Chamberlain hired outside’ counsel, Seyfarth, Shaw,
Fairweather & Geraldson ("Seyfarth”) to assist in the
investigation. Seyfarth atorneys conducted interviews
with current and former employees of the subsidiary and
took notes of the results. These notes were used by Sey-
farth to write one-page summaries of the interviews. Fi-
nally, Seyfarth constructed matrices outlining possible
disciplinary options. for the employees involved. Cham-
berlain voluntarily disclosed the results of the internal
investigation in a report it prepared to the DOD, but the
interview notes, summaries and mairices were not dis-
closed.

This report, along with all correspondence between
Chamberlain and the governiment, has been produced to
the Defendants in the present case. Thé Defendants seek
more, however. They have brought a metion to compel
Chamberlain 1o produce the interview memoranda,
summaries, and discipline matrices, arguing that Cham-
berlain waived any and all privileges as to these docu-
ments by voluntarily disclosing the report to the DOD.

We assigned [*3] this matter to Magistrate Judge
Bobrick for a determination. After briefing by the par-

ties, the Magistrate Judge recommended that the motion
be granted because: (1) ng privilege attached to the
documents because they do not contain information es-
sential to obtaining legal advice and were not obitained in
preparing for litigation; and €2) even if privilege did at-
tach, it was waived when Chamberlain voluntarily dis-
closed the report to the DOD.

We cannot agree with the magistrate judge. Our re-
view of the law and the arguments of the parties makes it
clear to us that the documents are indeed privileged, and
that no waiver gecurred.

L The Application of Attorney-Client Privilege and
Work Product Protection

[HNZ] Anorney-client privilege attaches where le-
gal advice 15 seught from a proféssional legal advisor:
the communications relating to that purpose, made in
confidencé by the client, are protected from disclosure.
United States v. Lawless, 709 F.2d 485, 487 (7th Cir.
1983), When Chamberlain became aware that its sub-
sidiary was being investigated by the government it hired
Seyfarth for three purposes: (1) to discover if fraud was
indeed comimitted f*4] at its subsidiary; (2) to limit the
damage to Chamberlain in the event that fraud had oc-
curred; and (3) to advise Chamberlain as to possible liti-
gation against previous owners of the subsidiary. Sey-
farth interviewed employees of the subsidiary involved
in the fraud, summarized these interviews, and réecom-
mended possible diseipliniary actions against those em-
ployees. The interviews were conducted in the context of
providing legal advice to Chamberlain and were essential
to advising Chamberlain on how to proceed further. nl

nl Indeed, the Magistrate Judge seems to
recognize this as well, despite his result: "In the
instant case, Charberlain undertook its investiga-
tion when it recognized its exposure to potential
criminal and civil litigation with the govern-
ment." See Report and Recommendation at 14,

It is equally clear to us that these documents are pro-
tected under the work product doctrine. The decuments.
sought are not verbatim transcripis of interviews with
employees. Rather, they are notés and mémoranda of
[*3] the contents of the interviews prepared by Seyfarth
attorneys. and undoubtedly reflecting their thoughts and
mental impréssions of what was important in the inter-
views. [HN3] Notes and memoranda of this type, gener-
ated from.a amerney's intgrview with a client, are the
very essence of what is protected by the work product
doctrine. See Hickman v. Tavlor, 329 U.S. 495, 510, 91
L. Ed. 43§, 67.8. Ct. 385 (1947); EEQOC v. Koch Meat
Co., slip op. Ne. 91 C 4715, 1992 U.S. Dist. LEXIS
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17133 at *9 (N.D. Ill. Nov. 4, 1992) (Lindberg, I.) (notes
of inferviews with employees are protected work prod-
uct).

II. Waiver

Now that we have detérmined that attorney-cliem
and work product pretection apply to these documents,
we must determine whether Chamberlain waived these
profections by voluntarily disclosing the report to the
DOD. We hold that it did not.

There i§ a significant debate in the courts as to what
effect voluntarily disclosing a document té a-goveérnment
agency has on the privilege status. of that document as to
otlier parties. See, e.g., Diversified Indus. v. Meredith.
572 F.2d 596 (8th Cir. 1977) (leading case for [*6]

"limited waiver" doctrine); ¢f. Teachers Ins. and Annuity
Ass'n of Ametica v. Shamrock Broadcasting Co., 521 F.

Supp. 638. 645 {SD.N.Y. 1981) (disclosure to govern-
ment not a waiver when right to assert privilege in sub-
sequent proceedings specifically reserved when diseld-
sure made). But see Permiian Corp. v. United States, 214
U.S. App. B.C. 396, 665 F2d 1214 (D.€. Cir. 198])
(rejecting Diversified and holding that sharing with any-
one is.a total waivér of privilege).

Indeed, we find this debate fascinating. However, it
is not particularly worthy of our atiention where, as here,
the documents-at issue were never shared with the gov-
etnment or with any other party. Rather, privilege was
asserted over those underlying documents from the very
beginning. '

Rather than engage in scholarly polemics ad nau-
séam on the proper approach to the waiver debate, n2 we
look to the Supreme Court's opinion in Upjehn Co. v.
United Stales, 449 1.8, 383, 66 L. Ed. 2d 584, 101 8. C1.
677 (1981) for guidance on this issue. Though the facts
of Upjohn are nearly indistinguishable from those in the
present ¢ase, it hias curiously avoided attention,

n2 That is fot to imply that scholarly dehate
is to be disdained when appropriate. In fact, we
canriot resist suggesting that the gqualified waiver
approach espoused in Teachers Insurance and
Annmtv Assn of America v. Shamrack Broad-

1981) is the better rule The Teachers Ins rules
seems Lo encompass the public pelicy benefits of
the Diversified appreach while adequately ad-
dressing the congerns of the Permaan line of
cases: We also note, that under this approach, it
could be argued that the report Chamberlain
submitted to the DOD was itself privileged from
discovery in the present case.

[*71

While Upjohn focused en the application of attor-
ney-tlient privilege rather than on the question of waiver,
that decision implicitly supports our holding. Though
Unjohn did not explicitly state that voluntary disclosure
to the government of a report of vielations does not
waive privilege as to underlying notes of interviews of
employees made by attorpeys, it hias been so interpreted
by the Seventh Circuit: "A corporation prepares and pub-
lishes an internal report about 'questionable payments'
abroad; we know from Unjohn Co. that it does not follow
that the government has access to the interviews underly-
ing the published report.” In re Feldberg, 862 F.2d 622,
629 (7th Cir. 1988). The Supreme Court would not have
found the materials in Unjohn privileged if disclosure of
the report to the SEC acted as a waiver of that privilege.
See also. Koch, 1992 U.S. Dist. LEXIS at *5 (Unjohn
guides ruling as to privilege status of similar documents).

Neither does sharing of the reéports with the DOD act
as a "subject matter waiver” of all related fmatefials. See
e.g., United States v Rosenthal, 142 ERD. 3838
(S.D.N.Y. 1992) [*8] (underlying details of disclosure
not privileged); United States v, Willis, 565 F. Supp.
1186 (S.D. Ia. 1983) (same). In the present case, the
interview notes were not merely the cold underlying data
behind the disclosure report. Tao the contrary, those ma-
terials, by thieir very nature, contained attorney mental
impressions and reflected the legal stratefries used by
Seyfarth in advising Chamberlain. See In 1e Air Crash.
133 F.R.D. 515 (N.D. Ill. 1990) (drafts of final document
made publie retained work product protection).

Finally, to justify production of materials protected
by the work product doctrine, the Defendants must show

“substantial need" for thie information, and that it could

only be obtairied with "undue bardship.” Fed. R. Civ. P,

26(b¥3). Thig extraordinary remedy is appropriate only
in "rare situations." Koch, 1992 .S, Dist: IS 17133
at *11 (citations omitted). We do not feel that standard is
met in the present case.

Conclusion

Magistrate Judge Bobrick's Report and Recommen-
dation dated Noveniber 18, 1992, is hereby set aside.
Fed. R. Civ. P. 72(a). The Defendants’ [*9] motion to
compel is denied.

ENTER:
PAUL E. PLUNEETT
UNITED STATES DISTRICT JUDGE

DATED: January 15, 1993
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H
Briefs-and Other Related Documents
Gutter v. EJI Dupont de Nemours &
C0.8.D.Fl2.,1998.0nly the Westlaw citation is
currently available.
United States District Court, $.1D. Florida.
Steven J. GUTTER, on behalf of himself and all
others similarly situated, Piaintiff,

V.
E.l. DUPONT DE NEMOURS AND COMPANY
and Edgar 8. Woolard, Jr., Defendants.
No. 95-CV-2152.

May 18, 1998.

REPORT AND RECOMMENDATION OF
SPECIAL. MASTER RE; PLAINTIFF'S MOTION
TO COMPEL DOCUMENTS REQUESTED IN
PLAINTIFF'S SECOND SET OF DOCUMENT
REQUESTS

*] The issues before the Special Master are the
applicability of ‘the attorney-client and work product
privileges to certain documents which Plaintiff seeks
to discover and which DuPont has withheld.

At the outset, it should be notad that the mere fact
that an attorney.is present at a meeting or is copied on
a document does not in and of itself afford privilege
protection to such a meeting or document. Burton v
R.J. Reynolds Tobacco Co., Inc. 170 F.R.D. 481
(D.K2n.1997), The mere fact that one is an attorney
does not render everything he does for or with the
client privileged. Burion, supra; United States v.
Bartone, 400 F.2d 4359 (6th Cir.1968). The attorney-
client privilege protects only communications
between attorney .and client where legal advice is
sought,

"The work product. privilege only applies to materials
prepared to aid in anticipated or pending litigation. It
protects the ideas, legal theories, opinions and mental
impressions of attorneys formulated in comnection
with preparation for trial. Hickman v. Tayior, 67 S.Ct.
385 (1947); Rule 2683 F.R.Civ.Pro. Corporate house
counsel are often called upon to perform tasks that go
beyond the traditional tasks performed by lawyers.
United States Postal Service v. Phelps Dodge
Refining Corp., 852 F.Supp. 158 (ED.N.Y.1994),
Thus each :document must be perused to see whether
the attorney was involved in rendering legal advice or
if the document contsins work product information.
If the attorney was performing other tasks; then the

Page 1

communications receive no protection from
discovery.

The documents will be dealt with here by category.
Although Plaintiff has attempted to fit the documents
into various categories, he is at a disadvantage
because he has not seen them. DuPonts
categorization is more useful in dealing with the
privilege issues for the obverse reason. No greater
doference is given to its arguments because of this
advantage; its breakdown is merely more convenient.
I RESERVE DOCUMENTS

Some of the documents contain information about
liability reserves set aside to respond to a possible
adverse judgment or settlement, Both partiés agree
that aggregatc reserves are not protected from
discovery since they serveé mainly business purposes,
Such information is considered to be too generalized
to be useful for planning litigation strategy in -any
specific case, and therefore such aggregate reserve
figures do not constitute work product. In Re Pfizer
Im‘: Sec. th.. 1993 WL 561125 fS.D.N.Y.1993].

(DN.1.1991); Simon v. G.D.Searle, 816 F.2d 397

(8th Cir.1987). Nor are such aggregate figures
protected by the attorney-client privilege. Pfizer,
supra; Sion, suprd,

On the other hand, documents which contain
individual reserve figures are protected work product
because they reflect an attorney's professional
opinion about the value of a particular lawsuit. Pfizer,
supra; Simon, supra.

*) The Special Master has inspected the documents
which contain reserve figures. To the gxtent that
these documents contain other information, the
Special Master has reviewed the documents and is of
the opinion that such other information is, for the
most part, not protected under the attorney-client or
work product privileges for the following reasons:

Except for certain redactions, none of the other
information in these documents parport to solicit or
give legs!l advice, nor do they contain opinions,

mental impressions, strategies or ideas relating to the
individual cases or even the cases in their aggregate.

The factuzl information in these documents i3 in the-
nature of business advice and business decisions
related to the cases, and i therefore not protected
from discovery. Baimco, supra.

© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works.
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The following documents contain aggregate reserve
figures and should be produced with redactions as
noted:

EN1. The reasons for redactions or non-
production recommendations. are noted to
.assist Plaintiff i case he wishes to appeal
the recommendations of the Special Master,

No. 1A, Redact last two lines of p. 3-individual
Liability estimate for Terra.

Nos. 7, 14B, 16A, 17, 174, 18, 27.

Ng. 28. Rédact references to Benlate I and IT which
deal with liability issues.

No. 30. Redact second and third sentence beginning
with “counsel” and ending with “cutcome”. These
sentences contain opinions on liability theories.

Nos. 31, 37B, 45D, 45E,

No. 46A. Redact references to Puerto Rico .and
Hawaii individual reserve figures.

No. 51 A, Redact reference to Terra offer.

Nos. STE, 61, 61B, 63, 63C, 64, 66B, 66C, 67H, 671,
67K, 67L.

No. 107. Redact references to litigation matiers other
than Benlate,

No. 235. Redact first page which details litigation
objectives, and page entitled “Summary of Gutter v.
DuPont Complaint”.

No. 262. Redact references to individual settlements.
The discoverability of setttement information shall be
decided separately,

The following documents contain privileged
matetials pr tected from discovery and should not be
pmduced.*z The reason for non-production is set
forth as to each document:

FN2, Nor is there a sufficient basis to
méintain that DuPont has waived its
privileges as to these documents. First, the
conient of these documents are sufficiently
different from those already produced so as
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to preclude any claim of subject matter
waiver. Second, there is no showing that
limiting any waiver to the documents
achally disclosed would be unfair to the
Plaintiff or that he would be prejudiced by
such a limitation. United States v. Aranoff,
466 F.Supp. 855 (S.D.N.Y.1979); Sedco
Intl, SA v. Cory, 683 F.2d 1201 (8th
Cir.1982). Third, the concept of subject
matier waiver does not apply to thé work
product privilegé, Cox v. Administrator, 17
F.3d 1386 (11th Cir.1994); In Re Martin
Mariette Corp.,. 856 F2d 619 (4th
Cir.1988).

No. 45. Discussion of legal strategy.

No. 49, Discussion of legal strategy.

No. 63B; Requests to lawyers for evaluation of

Nos. 65A, 66A, 66E, 661, 661, 66K, 661, 66M, 66N,
660, 66P, 66Q, 66R, 668, 661, 66ll, 66V, 65W,
66X, 66Y, 667, 6BAA, 66AB, 66AC, 66AD, 66AT,
66AG, 66AH, 67A, 67B, 67C, 67D, 67F. All of these
documents consist of responses and evaluations by
lawyers on individual cases,

Nos. 66H, 661, 67E, 67M. These documents are
summaries of individual cases referencing liability

Ruling on the following two documents is deferred
for the reasons set forth:

No. 62. This document contains references to
settlement. The discoverability of settlement

.information shall be decided separately,

No. 157, The first page of this document should be
redacted since it contains a legal evaluation of a case.
The remainder deals with proposed answers to
questions for press release. The discoverability of this
information will turn on whether a press release was
issued and what was ultimately disclosed, in
accordance with the principles enunciated in Part V.
. STATUS REPORTS

*3 The Plaintiff here seeks production of certain
documents referred to as- status reports, Each of the
parties has a different list of what they believe are
included in this category. Once more, Gutter is at-a
disadvantage, and again for convenience sake,
DuPont's list will be utilized. The documents still
remaining on Plaintiff's list are considered in-other

© 2006 Thomson/West. No Claim to Orig. U.8. Govt. Works.
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categories which more closely describe their ¢content.

Documents created for business reasons which
contain neither a request for legal advice nor
rendition of legal advice, or were not intended to
assist in prosecution or defense of a lawsuit, are not
protected from discovery by the attorney-clierit or the
work product privileges. /n Re Baimco Sec. Litig,
148 F.R.D. 91 (8.D.N.Y.1993), On the other hand, if
the document in question clearly requests or gives
legal -advice, or contains traditional work product
information, it is protected from disclosure. Baimco,
supra.; Great Plaing Mut Ins.Co., Inc. v. Mutual
Reinsurance  Bureanw, 150 F RD. 193
(USD.CKan 1993). The mere fact that soch
protected information is Tarnished to a corporate
board or audit commitie¢ which then makes business
use of such advice, does not convert legal advice into
discoverable business advige. Great Plains
Mut.Ins.Co., Inc., supra at 197;In Re LTV Sec.Litig.,
89 FR.D. 595 600 {U.SD.CNDTex.1981). Of
course, if the document itself or information from the
document is disclosed to 2 third party, then sny
privileges as to such information areé waived. Jir Re
Hillsborough Holdings v. Celotex Corp., 118 BR.
866 {U.85.Bk.Ct.M.D.Fla.1990). While disclosure fo
outside auditors may waive the attorney-client
privilege, it does not waive the work prodict
privilege, since there is an expectation that
confidentiality of such information will be
maintained by the recipient. Pfizer, supra; Gramm
v. Horsehead Ind., Inc., 1990 U.S. Dist. Lexis 773 (8
DN.Y.1990}. Conversely, if it is clear that the
information contained in the document was intended
to be disseminated to thosc eutside- the cloister of
confidentiality, then the privilege is waived.

Within those parameters, the documents in the status
report category will be dealt with below. DuPont has
noted its redactions of many of these documents
based on assertions of privilege. These documents,
too, have been inspected in camerg. The following
documents should be produced with redactions where
noted:

Nos. 56D, 56E, 56F, 66G.

No. 92, Redacted psyment items relating to
undisclosed experts and consultants need not be
produced. DuPont shall file a separate declaration
listing such items in all documents in this category
and affirming that the items in fact relate to
undisclosed experts. However, payments noted on
page 20439 to Alta shall be produced, since Alta is
now clearly disclosed.

Page3

No. 95. Redacted items on page. 20443 need not be
produced since they relate to legal advice and
strategy. Remaining cost redactions other than Alta
ostensibly relating to undisclosed experts need not be
produced.

*4 No. 103. Redacted items on pages 20450 and
20453 relate to legal advice and strategy and need not
be produced. Remaining redacted cost items
ostensibly relate fo undisclosed experts.

No. 105. Redacted cost items ostensibly relating to
undisclosed experts neéed not be produced.

No. 109, Redacted cost itéms other than Alta
ostensibly relating to undisclosed experts, need not

‘be produced.

No. 118. Redacted cost iems other than Alta
ostensibly relating to undisclosed experts need not be
produced.

No: 119. Redacted cost items ostensibly relating to
undisclosed experts need not be produced.

No. 127. Redacted cost itéms ostensibly relating to
undisclosed experts need not be produced.

No. 162. Redacted cost items ostensibly relating to
aridisclosed experts need not be produced..

No. 166. Redacted cost items ostensibly relating to
nndisclosed experts need not bie produced.

The following documents should be produced except
for redactions which contain information about
individual seitlements, As noted earlier, the
discoverability of individual settlements will be dealt
with separately. This group comsisty of Documents.
Nos. 136, 147, 148, 150, 171, 186, 188 190, 192
194, 201, 203, 207, 208, 212, 213, 216, 217, 218,
219, 222, 223, 224, 225, 226, 230, 2313, 234, 237,
250, 251, 252, 253, 254. In addition, of the foregoing
documents, several centain cost items ostensibly
relating to undisclosed experts other than Alta, and
such items other than Alts within these documents

‘need not be produced: 147, 188, 190 and 226.

Document No. 126 is a chart of all individual

-settlements and need not be produced until resolution

of the settlement discovery issue.

I, LITIGATION REPORTS TO THE BOARD OF
DIRECTORS

Again, DuPont's categorization of this group of
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documents is more convenient for deciding
discoverability. No greater deference is given to its
arguments by virtue of using its grouping,

The seven documents in this category are identical in
format, They are from DuPont Legal addressed to the
Audit Committee of the DuPont Board, and each is
entitled Litigation Report. Each document contains
tables summarizing costs for all corporation litigation
followed by individual summaries of the most
significant cases: The only relevant portions of the
reports would be those which deal with the Benlate
cases: There is no statistical grouping of Benlate
cases alone. The Benlate description page in each
litigation report presents a summary of the problem,
the extent of the claims and suits, DuPont's legal
position on liability, results of some trials,
settléments, and references to legal theories.

The summariés are communications betweéen .zn
attorney and a client that relate to ongoing litigation.
Even though they do not give legal advice per se,
they constitute an exchange of information necessary
to formulate or evainate lepal advice and are
therefore protected. LTV, supra. Moreover, they
contain some indicia of legal strategy and mental
impressions of counsel and are therefore protected by
the work product privilege.

*5. There is no indication of what use the audit
committee made of these reports, but even if it used
them for subsequent business purposes, that alone
does not abrogate the privilege. LTV, supra.
However, if the committee disclosed the reports to a
third person, the privilege is waived. In Re the Lesiie
Fay Companies. Inc. Sec, Litig, 161 FRD. 274
(8.D.N.Y.1995).

Disclosure to. outside accountants waives the
attorney-client privilege, but net the work product
privilege, since the accountants-are not considered a
conduit io a potential adversary. Pfizer, supra.
Waiver of work product only occurs if the disclosure
“gubstantially increases the opportunity for potential
adversaries to obtain the information.”In Re Grand
Jury, 581 F.Supp. 1247 (EDN.Y.1982); United
States v. AT & T 642 F.2d 1285 (D.C.Cir.1980).
Transmittal of documents to a company's outside
auditors does not waive the work product privilege
because such & disclosure “canmot be said to have
posed a substantial danger at the time that the
document would be disclosed to plaintiffs,” Gramm v.
Horsehead Indus., Inc., supra.

Baged on the foregoing, the following documents

Pape 4

need not be produced: Nos. 25, 66, 164, 145, 197,
236 and 239.

IV LEGAL OPINION LETTERS

This category consists of letters written by DuPont
Legal or the law firm of Crowell & Moring to the
accounting firm of Price Waterhouse and letters from
DuPont Legal to Crowell & Moring with copies to
Price Waterhouse. Thére is no attorney-client
privilege with regard o these documents, since they
have been disclosed. However, the. work product
privilege would still apply for the reasons set forth

Except for a few instances where noted, the majority
of the decuments in this category do not contain
attorneys' mental impressions, opinions; or legal
strategy. Hence, they redeive mo work product
protection from discovery. Some of the decuments
contain reports of litigation unrelated to Benlate, and
are therefore irrelevant. In a few instances, references
to individual settlements appear, and shouid not be
disclosed umtil discoverability of settlements is
otherwise decided.

The following documents should be produced with
redactions as noted:

Nos. 1, 5, 9.
No. 23. Redact reference to Connecticut Coastal case.
No, 34, Redact reference to Savannah River case.

No. 40. Redact references to other cases from the

‘middle of p. 3 to the middle of p. 11.

No. 46. Redact reference to Hurlbuit case.
No. 51. Redact reference to EGSI case.

Nos. 58, 62, 69.

No. 74. Redact reference to other cases from the top

of p. 3 to the bottom of p. 10).

Nos. 93, 94,

No. 96. Redact legal opinions, strategy and
scttlement information-first full paragraph on page
one through paragraph 5 on p. 2.

No. 97. Redact legal opinions, strategy and
settlement information-first full paragraph on page

one through paragraph 5 on p. 2.
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Nos. 98, 102.

No. 110, Redact references to opinions and
setlement pp. 2 and 3 except for last three
paragraphs.

*6 No. 111. Redsact references to opinions and
settlement. pp. 2 and 3 except for last three
paragraphs,

No. 113.

Ne. 116. Redact references to all other litigation from
page 2 through second paragraph of p. 6.

No. 122, Redact setilement information in second full

No. 123. Redact settlement information in second full
paragraph on p. 2.

Nos. 124, 132, 133, 141.

No. 158. Redact first full paragraph and last
paragraph on page 2 which contain legal opinions
and evaluations.

No. 159, Redact first full paragraph and last

paragraph op page 2 which contain legal opinions
and evaluations,

No. 165, Redact all references to other litigation
except Benlate.

Nos. 167, 169, 173, 180, 190A.

No. 191. Redact pp. 2 and 3 dealing with other
litigation.

Nos, 195, 199, 210.

No. 215. Redact all references to other litigation
except Benlate,

Nos. 220, 228, 229, 231A, and 232.

V. DRAFTS OF DOCUMENTS

Documents prepared for dissemination to third
parties are not protected from discovery by either the
attorney-client or the work product privilege. United
States v. (Under Seal). 748 F.2d 871 (4th Cir.1984).
Nor are the details; including drafls of the document
to be published, protected. United States v. (Under
Seal), supra; In Re Grand Jury Proceedings, 727
F.2d 1352 (4ih Cir.1983).

Page 5

If the ultimate document is purely a business
document which would not have received any
protection based upon privilege in any event, draft
language also receives no protection. But if there is
attormey input on the draft, then the attorney-client or
work product privileges may be implicated.

Draffs may be considered privileged if they were

‘prepared with the assistance of an attorney for the

purpose of obtditiing legal advice or, after an
attorney's advice, contain information a client
considered but decided not fo include in the final
version, United States Postal Sery, V. Phelps Dodge
Refining Corp., supra. In other words, if the draft is
prepared with attorney assistance, and contains words
or language that do not appesr in the final version,
those words may be protected: if they are articulated
in the context of legal advice to and from a client as
to what should ultimately be disclosed, then the

attorney-client privilege protects such documents.

But if the final version sent to a third person contains
the tevigions made on the draft, those revisions are
not privileged.

The draft may also contain work product.
Information considéred but excluded from the final
draft by the client and the aitorney represents a

‘thought sequence which reflects the mental processes,

of the attorney. If the thoughts. reflect ideas and
opinions formulated as part of the trial preparation
process, ‘then this is work product and should be
protected from disclosure. The selection process of
grouping documents has been held to be work
product, so if the excluded language consists of trial
preparation materials, the process of selecting final
language for a document should receive at least as
much protection. See Spork v. Peil, 759 F.2d 312 (3d
Cir.1985); James Julian, Inc. v. Raytheon Co., 93
FR.D. 138 (D.Del.1982).

*7 The foregoing principles. are the most logical in
dealing with this ares. If an attomey has given advice
as to what should be disclosed and what should not,
then only as much of the information which is
ultimately revealed to third persons is what the client
intended, and what the attorney advised should in fact
be disclosed. It is their ultimate concurrence which
comprises the content of the waiver. “In shor,
whatever is finally sent to the [third party] is what
matches the client's intent.”United Siates v. Schiegel,
313 F.Supp. 177 (D.Neb.1970).

Applying the foregoing, the following documents.
should be produced with redactions as noted:

© 2006 Thomson/West, No Claim to Orig. U.S. Govt. Works.
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No. 4. Redact references to all other cases except
Benlate:

Nos. 14C, 19,

No. 20. Redact teferences to Connceficut Coastal
case,

Nos. 22A, 22B.

No. 22C, Redact reference to Connecticut Coastal
case.

Nos. 314, 37G, 38,39, 41A.

No. 58A. Redact parigraphs 1 and 4 which contain
legal opinions.

No. 57C.

Nos. 71, 72, 73, 75, 76. Redact references in these
documents to litigation other than Benlate.

Nos. 78, 84, 87, 88, 100, 108, 115.

No. 117. Redact references to litigation other than
Benlate,

Nes, 125, 128,
No. 140. Redact cost references other than Benlate,
No. 144.

Nao, 151, 153, 154. Redact the: same paragraphs of
these documents as in Document No, 159,

No. 155. Redact the last two paragraphs on p. 2 and
the fourth paragraph of p. 3 which contain legal
opinions and evaluations,

No. 163. Redact references to litigation other than
Beniate.

Nos. 242, 244, 245, 246, 247.

No. 256. Redact references to asbestos and
Remington.

No. 259, 263.

The following documents need not be produced
either because they contain no information relevant to

the issues here, or because they contain privileged
information that has not otherwise been disclosed:

: 11/03/06 Page 21 of 115 PagelD #:16550
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Nos. 11, 22, 57D, 67G, 70, 77, 85, 101, 182, 183,
185, 193, 209, 248.

The following documents are drafis regarding
Benlate that were ostensibly prepared for public
filings or were disclosed to ouisidé -anditors. It is
impossible to determine if these were ultimately
disclosed in such filings. The burden is on the paity
asserting the privilege to show that the privilege
applies. Production is deferred pending a showing by
DuPont that such information in the following
documents has not in fact béen disclosed in public:
filings or to outside anditors.

Those documents are:

Nos. 14A, 32, 33, 37A, 37C, 37D, 45A, 45C, 56C,
57, 57B, 57D, 67G, 99, 134, 146, 179, 200, 205, 210,
238, 249.

FINAL NOTES

At this juncture, the Plaintiff has not made a
sufficient showing under Rule 26(b})(3)'to obtain trial
preparation ‘materials. Therefore, the motion shounld
be DENIED -without prejudice on this specific

The Special Master defers considerstion of the
applicability of Gamer v, Wolfenbarger, 430 F.2d
1093 (5th Cir.1970) to all documents until after a
status conference with the parties.

8.D.Fla.,1998.

Gutter v. E.I. Dupont de Nemours & Co.

Not Reported in F.Supp., 1998 WL 2017926
(8.D.Fla.)

‘Briefs and Other Related Documents (Back to top)

» 1:95CV02152 (Docket) (Sep. 29, 1995)
END OF DOCUMENT

© 2006 Thomson/West. No Claim to Orig, U.S. Govt. Works.
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LEXSEE

IN RE: BRAND NAME PRESCRIPTION DRUGS ANTITRUST LITIGATION;,
This Docoment Relates to: ALL CASES

94 C 897, MDL 997

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

1995 U.S. Dist. LEXIS 17110

November 14, 1995, Dated
November 16, 1995, DOCKETED

CASE SUMMARY:

PROCEDURAL POSTURE: Plaintiff ¢lass members
filed a motion to compel defendant drug company fo
produce certain documents: listed on its privilege log as
withheld or redacted on the basis of the attorney-client
privilege, and a supplemental motion to compel produc-
tion for inspection and copying certain documents in
which the attorney-client privilege was waived.

OVERVIEW: The class membérs claimed they could
challenge the basis of the drug company's privilége
claims on redacted documents which the class members
had examined but did not designate for copying, and that
a second set of redacted documents with inconsistent
redactions waived the attorney-client privilege as @
those documents. The drug company claimed the class
members should not be allowed 1o challenge the basis of
the privilege asserted on documents it had previously
deemed not related to their case, and that the attorney-
client privilege was net waived to any documents. The
court. denied the class members motion to compel and
granted the supplemental motion to compe] in part. The
class members had a full and fair opportunity to examine
the redacted documents when the initial production was
made, and by declining to designate certain documents
for copying, it had to have determined that they were not
sufficiently related to the matters at issue. The class
members would not.be given a second chance to chal-
lenge the privilege designation. The inconsistent disclo-
sures by the drug company were not sccidental but were
made by conscious decisions, and they could not claim
them as privileged.

OUTCOME: The class members motion to compel was
denied. The class members supplemental motien to com-
pel was partially granted.

CORE TERMS: redacted, disclosure, motion to compel,
copying, subject matter, inadvertent, log, attorney-client,
redaction, supplemental, entirety, waived, unredacted,
duplicate, accidental, partially, conscious, privileged
communications, withheld, designation, inspection, des-
ignate, narrowed, heading

LexisNexis(R) Headnotes

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection

Civil Procedure > Discovery > Privileged Maiters >
General Ovérview

[HN1] The mere inadverient production of documents
does not waive the privilege. Inadvertence is determined
by weighing a number of factors such as the scope and
volume of the discevery, the time available for the re-
view, the adequacy of review procedures employed, the
extent of the disclosure, the time taken to rectify the error
and the fairness of the disclosure.

Civil Procedure > Discovery > Privileged Matters >
General Overview

[HN2] The burden of proving that the disclosure was
troly inadvertent and that the privilege has not been
walved rests with the party claiming inadvertent disclo-
sure, A truly inadvertent disclosure is "accidental,” and is
not the preduct of some conscious but erroneous deci-
sion.

COUNSEL: [*1]

For BRAND NAME PRESCRIPTION DRUGS
ANTITRUST LITIGATION, Plaintiff: Paul Ethan Slater,

Page 1
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Greg Shinall, Sperling, Slater & Spitz, P.C., Chicagé, IL

Jeff Robert Branick, Richard Lyle Coffman, Provest &

Umphrey, Beaumont, TX. Junié Leroy Bradshaw, Wyatt
B. Durrette, Jr., Durrette, Irvin, Lemons & Bradshaw,
P.C., Richmond, VA. Van C. Ernest, Durrette Irvin &
Bradshaw, Richmond, VA. For RANDALLS FOOD &
DRUG, Plaintiff: James M. McGraw, Locper, Reed,
Mark & McGraw, Inc., Houston, TX. For DON'S PHAR
INC, Plaintiff: Steven Joseph Rotunne, Kubasiak, Cre-

mieux, Fylstra & Reizen, P.C., Chicago, IL. David A.

Melnick, Stéphanie L. Melnick, Melnick & Melnick,
8.C., Milwaukee, WL For CONNEYS PHAR INC,
Plaintiff: Judi A. Lamble, Fay Clayton, Robinsen, Curley
& Clayton, P.C., Chicago, IL. For TAYLOR DRUG
STORES, INC., Plaintiff: Wendi Sloane Weitman, Rich-
ard Allen Saldinger, Barack, Ferrazzano, Kirschbaum &
Pertmian, Chicago, IL.. Thomas P. O'Brien, [II, Chiarles G.
Middleton, ITI, James N. Williams, Nancy J. Schook,
Middleton & Reutlinger, Louisville, KY.

For ABBOTT LABS, Defendant: Catherine A. Saz-
danoff, Abbott Laboratories, Abbott Park, IL. Frank

Cicero, Ir., James Andrew Langan, Jeffrey A. Leon,

Anne J. McClain, Nader R. Boulos, Kirkland & Ellis,
Chicago, IL. Jeffrey S. Cashdan, King & Spalding, At-
lanta, GA. For G D SEARLE & COMPANY, Defendant:
H. Blair White, John W, Treece, Bruce Michael Zessar,
Sidley & Austin, Chicago, IL. For BINDLEY
WESTERN INDUSTRIES, INC., Defendant: Steven
Joseph Rotunno, Kubasiak, Cremieux, Fylstra & Reizen,
P.C., Chicago, IL. Kael Behan Kennedy, James L. Ko-
mie, Schuyler, Roche & Zwirner, Chicago, IL. Margue-
rite 8. Boyd, John W. Nields, Jr., Howrey & Simon,
‘Washington, DC, Salvatore A. Romano, Patricia A. Gae-
gler, Arent, Fox, Kintner, Plotkin & Kahn, Washington,
DC. David A. Melnick, Melnick & Melnick, S.C., Mil-
waukee, WI. For MARION MERRELL DOW INC.,
Defendant: Jerome H. Torshen, Torshen, Spreyer &
QGarmisa; Ltd., Chicago, IL. Lee A. Freeman, Freeman,
Freeman & Salzman, P.C., Chicago, IL. Gregory D, Han-
ley, Honigman, Miller, Schwartz & Cohn, Detrott, ML
David E. Everson, Stinson, Mag & Fizzell, P.C., Kansas
City, M. Richard Alan Arnold, Scott E. Perwin, James
J. Kenny, William J. Blechman, Kenny, Nachwalter;
Seymour; Amold; Critchlow & Spector, P.A., Miami,
FL. Richard W. Giauque, Stephen T. Hard, Douglas H.
Pation, Giauque, Crockett; Bendinger & Peterson, Salt
Lake City, UT. Peter J. Venaglia, Jeffrey M. Strank,
Dornbush, Mensch, Mandelstam & Schaeffer, New
York, NY. Feor BURROUGHS WELLCOME
COMPANY, Defendant: Ruth F. Masters, Latham &
Watkins, Chicago, IL. Ralph Joseph Gabric, Brinks,
Hofer, Gilsen & Liong, Chicago, IL. Lee A. Freeman,
Jr.,, Johin F. Kinney, James T. Malysiak, Freeman, Free-
man & Salzman, P.C., Chicago, IL. Richard William

Austin, Richard 8. Wisner, Audrey A, Berish, Pretzel &
Stouffer, Chtd., Chicago, L. Thomas D. Rosenwein,
Nancy Schaefer, David Stewart Fleming, Schaefer,
Resenwein & Fleming, Chicago, IL. Mark G. Arnold,

Husch, Eppenberger, Donohue, Elson & Cornfeld, St

Louis, MO. Daniel S. Hefter, Martin B. Carroll, Hefter &
Radke, Chicago, IL. George L. Saunders, Jr., Saunders &

‘Monroe, Chicago, IL. William F. Cavanaugh, Jr., Patter-

sor, Belknap, Webb & Tyler, New York, NY. Thomas F,
Curnin, Laura Mezey, Cahill, Gordon .& Reindel, New
York, NY. Donald L. Flexner, Crowell & Moring, Wash-
ington, DC. Jennifer A. Albert, Arent, Fox, Kintner,
Plotkin & Kahn, Washington, DC. Richard J. Holwell,

‘White & Case, New York, NY. Arthur Makadon, Mark

8. Stewart, Leslie E. John, Daniel Schoor-Rube, Stephen
1. Kastenberg, Ballard, Spahr, Andrews & Ingersoli,
Philadelphia, PA. Heather A. Libbey, Wilson & McIl-
vaine, Chicago, IL. Herbert Dym, David L. Meyer, Jora-

than R. Galst, Covingten & Burling, Washington, DC.

Robert E. Davy, Rebert E. Davy, Jr. & Associates, Chi-
cago, IL. Henry F. Field, Henry Field, Ltd., Chicago, II..
Frederick P. Furth, Furth, Fahrner & Mason, San Fran-
cisco, CA. Joseph L. Alioto, Joseph L. Alioto Law Of-
fices, San Francisco, CA. Barbara Reeves, Morrison &
Foerster, Los Angeles, CA. John Alexandér Cochrane,
Cochrane & Bresnahan, St. Paul, MN. Charles Harley
Johnsen, Johnson Law Office, St. Paul, MN. Joseph An-
drew Kowalcik, Kowalcik Law Qffice, St. Paul, MN.
Matthew Sean Elvin, Hefier & Drake, Chicagé, IL. Law-
rence B, Clark, Lange, Simpson, Robinson & Sower-
ville, Birmingham, AL. James L. Schwartz, Schwartz &
Spalding, Chicago, IL. John Kenneth Kallman, Law Of-
fices of John Kenneth, Chicago, IL. Robert A. Milne,
Dewey Ballantine, New York, NY. Ronald W. Davis,
Attonrey, New York, NY. For FOXMEYER DRUG
COMPANY, Defendant: Alan J. Weinschel, Bruce ‘A.
Colbath, Weil, Gotshal & Manges, New York, NY. Ste-
ven P, Mandell, Davidson, Goldstein, Mandell & Men-
kes, Chicago, IL. Craig Allen Varga, Varga, Berger,
Ledsky & Hayes, Chicago, IL. For MCKESSON
CORPORATION, Defendant: William J. Gibbens,
Latham & Watkins, Chicago, IL. J. Thomas Rosch,
McCutchen, Doyle, Brown & Enersen, San Franmsco,
CA. Trevor 1. Chaplick, Latham & Watkins, San Fran-
¢isco, CA. For GLAX0, INC., Defendant: Kenneth A,
Letsler, Deena R. Bernstein, Jill T. Feeney, Arnold &
Porter, Washington, DC. Kenneth M, Sullivan, Gardner,
Carton & Douglas, Chicago, IL. Jerome I Chapman,
Amold & Porier, Washington, DC, For RHONE-
POULENC RORER, INC., Defendant: Nathan P. Eimer,
Sidley & Austin, Chicago, IL. Mary B. Cranston, Jeffrey
S. Ross, Terrence A.'Callan, Attorney at Law, San Fran-
cisco, CA. Gary H. Anderson, Melanie A. Sherk, Patrick
8. Thompson, Pillsbury, Madison & Sutro, San Fran-

.cisco, CA. For PFIZER INCORPORATED, Defendant:
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Thomas F. Gardner, Deborah Platt Herman; Jones, Day,
Reavis & Pogue, Chicago, IL. Alan H. Silberman, San-
ford Mark Pastrolff, Evan G. S. Si¢gel, Sonnenschein,
Nath & Rosenthal, Chicago, IL. David Klingsberg, Mi-
chael Malina, David Copeland, Kaye, Scholer, Fiernian,
Hays & Handler, New York, NY. For AMERICAN
HOME PRODUCTS CORPORATION, Defendant:
Daniel Richard Formeller, Andrea Ellen Kayne, Tressler,
Soderstrom, Maloney & Priess, Chicago, IL. Donald E.
Egan, Stephen David Libowsky, Kattén, Muchin &
Zavis, Chicago, IL. Kenneth R. Logan, Richard C. Weis-
berg, Joseph F. Tringali, Kathryn A. Clokey; Peter G.
Koclanes, Simpson, Thacher & Bartlett; New York, NY.
For ALCO HEALTH SERVICES CORPORATION,

Defendant: Jacqueline A, Criswell, Tressler, Soderstrom,

Maleney & Priess, Chicago, IL. Steven E. Bizar, Howard
D. Scher, Stephen J. Levy, Montgomery, McCracken,
Walker and Rhoads, Philadelphia, PA. For ELILILLY &
COMPANY, Defendant: William M. Hannay, Linda K.
Stevens, Schiff, Hardin & Waite, Chicago, IL.. Robert K.
Stanley, James H, Ham, III, Baker & Daniels, Indianapo-
lis, IN. For BRISTOL-MEYERS SQUIBB COMPANY,
Defendant: Paul C. Saunders, Douglas D. Broadwater,
Stephen S. Madsen, Cravath, Swaine & Moore, New
York, NY. Kevin J. Arquit, Richard A, Cirillo, Rogers &
Wells, New York, NY. Eric D. Freed, Law Offices of
Eric D. Freed, Los Angeles, CA. For UPJCHN
COMPANY, THE, Deferdant: Larry J. Sayler, Catherine
M. Patterson, Miller, Canfield, Paddock & Stone, De-
troit, MI. Martin J. Dubowsky, Martin J. Dubowsky,
Lid., Chicago, IL. James G. Vantine, Jr., B. Jay Yelton,
I, Charles E. Ritter, Attorney, Kalamazoo, MI. For
JOHNSON AND JOHNSON VISION PRODUCTS,
INC., Deféndant: William F. Cavanaugh, Ir. (see above)
Thomas W. Pippett, Roosevelt N. Nesmith, Patterson,
Belknap, Webb & Tyler, New York, NY. For PURDUE
FREDERICK COMPANY, a New York corporation,
Defendant: Michael M. Conway, Hopkins & Sutter, P.C.,
Chicago, IL. Seott M. Mendel, Michael Sennett, Mat-
thew K. Phillips, Ellen Kornichuk Emery, Michael J.
Abernathy, Stephen H. Wenc, Carolyn Suzanne Palk,
Bell, Boyd & Lloyd, Chicago, IL.. John W. Nields, Jr.
(See above) Marguerite S. Boyd, Howrey & Simon,
Washington, DC. Jennifer A, Albert, (See above). For
FOREST LAB INC., Defendant: Peter J. Venaglia {See
above) Herschel Weinstein, Dornbush, Mensch, Mandel-
stam & Schaeffer, New York, NY. For CIBA-GEIGY
CORP., Defendant: Michael Lee McCluggage, Fric P.
Berlin, Wildman, Harrald, Allen & Dixon, Chicago, IL.
Alde A. Badini, Deirdre M. Mcdonald, White & Case,
New York, NY. Michael J. Gallagher, Dewey Ballantine,
New York, NY. Saul P. Morgenstern, Attorney, New
York, NY. For MERCK & €O INC, Defendant: Richard
§. Goldstein, Shearman & Sterling, New York, NY.
Robert Harris Nathan, Sachnoff & Weaver, Lid., Chi-

cago, IL. For SCHERING-PLOUGH CORPORATION,
Defendant: Michael M. Conway, Hopkins & Sutter, P.C.,
Chicago, 1L, John W. Nields, Jr. (See above). For RX
USA, INC,, Defendant: Richard Lewis. Reinish, Keck,
Mahin & Cate, Chicago, IL. Arlin M. Adams, Schnader,
Harrison, Segal & Lewis, Philadelphia, PA. Steve D.
Shadowen; Schnader, Harrison, Segal & Lewis, Harris-
burg, PA. Ira P. Tiger, Attorney, Philadelphia, PA. For
AMERICAN CYANAMID COMPANY, Defendant:
Stéphen David Libowsky, Katten, Muchin & Zavis, Chi-
cago, II.. Kenneth R. Logan, Joseph F, Trihgali, Simp-
son, Thacher & Bartlett, New York, NY. For GIANT
EAGLE INC., Defendant: John L. Huff, Attorney at
Law; Chicago, IL. Scott D. Livingston, Robert M. Bar-
nes, Bernard D. Marcus, Marcus & Shapira, LL.P.,
Pittsburgh, PA.

JUDGES: Charles P. Kocoras, United States District
Judge

OPINION BY: Charles P. Kocoras

OPINION:
MEMORANDUM OPINION

CHARLES P. KOCORAS, District Judge;
‘This matter is before the Coun pursuant to. Rules 26,
: 1 Ry d

motions o compel filed by the Class Plaintiffs against
Defendant Merck & Co, ("Merck™). For the reasons that
follow, Class Plaintiffs' initial motion to compe] is de-
nied in its entirety: Class Plaintiffs' supplemental motion
to compel is partially granted, in accordance with the
discussion set forth below.

DISCUSSION

A. Class Plaintiffs' Motion t¢ Compel Documents
Withheld as Privileged

The Class seeks an order compelling Merck to pro-
duce certain documents listed on its privilege log as
withheld or redacted on the basis of the attorney-client
privilege. In its moving papers the Class initially chal-
lenged both the sufficiency of Merck's privilege log de-
scriptions and the basis for Merck's assertion of privilege
on 800 documents. However, since the filing of this mo-
tion the parties have engaged in numerous Local Rule
12(k) conferences, Their efforts have apparently been
fruitful, as the number of documents at [*2] issue has
been reduced and the scope of the issue submitted for our
resolution has been narrowed. Pursuant to their Rule
12(k) conferences, the parties have narrowed the subject
of this motion to-a single issue: whether the Class may
chatlenge the basis of Merck's privilege claims on re-
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dacted documients which the Class examined but did not
designate for copying.

The series of ¢vents which gave rise to this motion
are as follows. In November 1994 Merck began produc-
ing. for the Class' inspection and copying more than
500,000 documents responsive to the Class' document
request. Of these documents, Merck redacted portions of
583 documents which contained confidentia) privileged
communications. According to Merck, the subject matter
of cach redacted document was clearly apparent, either
by looking at the document's subject matter heading or
by reading text surrounding the redaction. Merck further
states that it only redacted those passages which reflected
or contgined the privileged communications,

From November 1994 through January or February
1995 Class Plaintiffs' counsel examined the docaments
produced, including the redacted documents. When the
review process was over, the Class selected [*3] ap-
proximately 4,700 documents for copying; some re-
dacted documents were included in the Class' selection.
After the Class selected its documents for copying,

Merck began presenting the plaintiffs with its privileze

togs, which listed both redacted documents and docu-
ments withheld in their entirety on attorney-client privi-
lege grounds.

On August 31, 1995 the Class filed this motion chal--

lenging Merck's privilege claim on more than 800 doéu-
‘ments. Of the 482 redacted documents challenged in
their motion, the Class designated approximately 130 for
copying. Merck now argues that the Class should not be
allowed to challenge the basis of the privilege of the 350
redacied documents which the Class previously had
deemed not sufficiently related or important to their case.
We agree.

The Class had a full and fair opportunity to examine
the redacted documents in issue when Merck made its
initial productions nearly a year ago. Merck states that in
every case where a document was redacted, the. subject
matter of éach document was clearly apparent based on
the document’s heading and/or the unredacted portions.
-According to Merck, the unredacted portions of the
documents sufficiently revealed the {*4] subject matter
of the document. The Class offers no argument that
would lead us to believe otherwise.

Class Plaintiffs do not argue that the general subject
matter of the redacted documents was hidden, or unclear.
Nor do they claim that Merck's privilege log shed new
light on the relevance of the documents. Rather, it is the
Class' contention that Merck's privilege designations are
either insufficient or baseless and therefore the privilege
must be surrendered and the document must be pro-
duced. The Class Plaintiffs, however, have missed the
mark. By declining to designate the redacted documents

for copying in the first instance, the Class must have
determined that the documents were not sufficiently re-
lated to the matiers at issue in this lawsnit to warant
firther examination. Merck's privilege log did not
change anything with respect to the materiality of the
documents in issue.

We will not allow the Class a second bite of the ap-
ple based -on little miore than its assertion that it has the
right to challenge, an unjustified privilege designation, In
its initial review of Merck’s massive production the Class
did not deem the redacted :documents worthy of further
exposition. We will [*5] require the Class ta stand by
that decision.

B. Class Plaintiffs' Supplemental Motion to Compel
Certain Docoments in which Merck Waived any Ap-
plicable Attorney Client Privilege

In a separate, supplemental motion to compel, the
Class seeks' an order compelling Merck to produce for
inspection and copying certain documents in which
Merck allegedly waived any applicable aftorney-client
privilege.

‘The issue of waiver -arose after the Class filed the
preceding motion to compel. In an attempt to resolve
their discovery dispute through Rule 12(k) conferences,
the parties began negotiations by focusing on the re-
dacted documents in issue. For one reason or another the
Class requested that Merck produce a second set of the
redacted documents in issue, Merck complied with this
request and on September 12, 1995 it mailed the Class
Plaintiffs additional copies of the redacted documents. nl

nl The reason Merck provided the Class
‘with this second set of documents is in dispute,
The Class claims that this duplicate preduction
was necessitated by Merck's failure to identify
each document in an organized fashion, by privi-
lege log number. Merck, on the other hand,
c¢laims that it provided the Class with additional
copies of the redacted decuments after the Class
informed Merck that they failed to properly main-
tain and organize the first set of documents,

[*6]

Upon reviewing the second set of redacted docu-
ments, the Class discovered that in a faw instances
Merck had made inconsistent redactions. Shortly thereaf-
ter, the Class informed Merck that one or more dupli-
cates were inconmsistently redacted, and asserted that
these inconsistencies resulted in Merck's waiver of any
privilege claim as to the documents in question and as to
all materials related to the subject maner of the disclosed
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communications. Merck immediately responded by as-.

serting that the disclosure was inadvertent and by de-
manding the return of the documenits so. that Merck could
properly redact those portions protected by the attorney-
client privilege. The Class declined and filed this motion
to compel seeking our résolution of the waiver issue.

As we reécognized. in a prior opinion in this action,
[HN1] the mere inadverfent production of documents
Mendenhall v. Barber—
5 L

does ot waive the privilege.

vertence is determmad by weighing a numbcr of factors
such as the scope and volume of the discovery, the time
available for the review, the adequacy of review proce-
dures employed, the exient of the disclosure, the time
taken [*7] to rectify the error and the fairness of the dis-
closure. See Graco Children's Products, Ine. v. Dressler.
Goldsmith, Shore & Milnamow. Ltd.. 1995 U.S. Dist.

LEXTS 8157, 1995 WL 360590 at *7 (N.D.IIL June 14,
1995); Baxter Travenol Laboratories. Inc. v. Abboti
Laboratories, 117 FERD. 119. 121 (N.DJI. 1987).

[HN2] The burden of proving that the disclosure was
truly inadverient and that the privilege has aot been
waived rests with the party claiming inadvertent disclo-
sure. Golden Valley Microwave Foods, Inc. v. Weaver

[*8] lawyer had redacted its duplicate in another.”
Merck's Memorandum of Law in Opposition to Class
Plaintiffs’ Supplemental Motien to Compel Production of
Documents at 2-3. Apparently, the right hand was not
aware of whiat the left hand was deing. Though some of
the disclosures were made in errer, there was a "con-
scious” decision behind each. 'The disclosures wefe
therefore not "inadvertent.” See Golden Valley Micro-
wave, 132 FER.IY at 207. Moreover, as the Class has
demonstrated, a number of the comrmmications revealed
as a result of Merck's inconsistent redactions do not con-
tain privileged material. Thus, in all fairness, Merck
should not he allowed fo press its privilege claim as to.
these communications.

Accordingly, we find that Merck has waived ils right.
to assert the attorney-client privilege as to the incensis-
tent redactions. Merck is therefore ordered to produce
unredacted versions of the disputed documents. We do
not, however, find that subject matter waiver has oc-
curred. Subject matter waiver is, as suggested by Merck,
generally reserved for instances where a selective disclo-
sure is intended to “gain a tactical advantage in the con-
text of litigation." Graco Children's Products, [*9] 1995
U.S. Dist. LEXIS 8157. 1995 WL 360590 at *8. We find

Popcorn Co., Inc., 132 FR.D. 204, 207 (N.D.Ind. 1990).
A truly inadvertent disclosure is "accidental,” Baxter.
117 ER.D. at 121, and is "not the product of some con-
scious but erroneous decision." Golden Valley Micre-
wave, 132 E.R.D. at 207.

Merck all but admits that its inconsistent disclosures
were not "accidental." Merck's explains' its inconsistent
redactions by stating that during is privilege review it
assigned different lawyers to review discrete parts of the
document production. Consequently, multiple screenings
of multiple versions of the samie document gecurred. In
the few instances relevant to this motion; "ene lawyer
had redacted a document in one manner, while another

no such "manipulation” of the privilege here, Id.
CONCLUSION

For the reasons set forth above, Class Plaintiffs' ini-
tial motion to compel is denied in its entirety; Class
Plaintiffs' supplemental motion to compel is partially
granted, in accordance with the directives set forth
above.

Charles. P. Kocoras
United States District Judge

Dated: November 14, 1995
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United States District Court, 8.D. New York.
In re PFIZER INC. SECURITIES LITIGATION
No. 90 Civ, 1260 (SS).

Dec. 23, 1993,

MEMORANDUM AND ORDER

BUCHWALD, United States Magistrate Judge.

*1 This discovery dispute arises in the context of a
class action suit brought by purchasers of Pfizer Inc.
(“Pfizer”) common stock during the period ‘from
March 24, 1989 through February 26, 1990 (the
“clasy period”). Plaintiffs' Consolidated Amended
Complaint, filed July 13, 1990, alleges that Pfizer and
seven of its officers violated Section 10(b) of the
Securities Exchange Act of 1934 (“Exchange Act”),
15 USL. & 78i(b), and Rule 10b-5 promelgated
thereunder, by failing to disclose the true extent of
the company's financial exposure from tort claims:
involving a mechanical heart valve manufactured by
Shiley, Inc. (“Shiley™), a wholly-ownad substdlary
Plaintiffs further allege that defendants, in their
public disclosures to the Securities and Fxchange
Commission (“SEC”) and the investing public during
the class period, falsely asserted that Pfizer's existing
reservesandmsumncewereadequatctocoverany
loss incurred from heart valve litigations.

Presently before this Court is plaintiffs' motion to
compel production of 1219 documents believed to
demonstrate Pfizer's awareness of its potential losses,
Defendants have withheld or redacted the: documents
‘ont either attorney-client or mnll'cbdw:,t privilege
grounds, or & combiriation thereof.

BACKGROUND

Pfizer, a Delaware corporation, is a researched-based
company opérating worldwidé in 8 number of
business areas, including pharmaceuticals, medical
devices, and surgical equipment. Pfizer sold
approximately 86,000 mechanical heart valves
{(formally known as the “Bjork-Shiley Covexo-
Concavo heart valve” or the “C/C heart valve™)
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worldwide between 1979 and 1986 before removing
them from the market because of product defects. In
their Consolidated Amended Complaint, plaintiffs
estimate that the valve remaing implanted in neariy
60,000 people. 1t is also alleged that hundreds of
lawsuits have been filed against Pfizer to recover for
the mental anguish of living in fear of valve fractures
(“prefracture cases™) and for the actual deaths caused
by valve fractures (“postfraciure. casés™).. Plaintiffs
assert that defendants recognized, but failed to
disclose fo investors or sharecholders at any time
during the class period, the material exposure to
Plizer associated with the prefracture and
postfracture heart valve cases. In particular,
plaintiffs claim that Pfizer's Forms 10-K for the years
ended December 31, 1986, December 31, 1987,
December 31, 1988; its Form 10-Q for the third
quarter of 1987 and for the quarters ended April 2,
1989, July 2, 1989, and October 1, 1989: and its
Annual Reports to Shareholders on Form SE for the
years ¢nded December 31, 1987 and December 31,

1988 contaired a combmatxon of matenal
missktitements, otnissions, and misleading disclosures
with respect {o the true nature and severity of the
heart valve defects and the financial exposure
therefrom.

In the instant dispuie, plaintiffs ask that this Court
direct Pfizér to produce over twelve hondred
documents, which the parties have together grouped
into the folowing four catepories;

*2 (1) Deocuments relating to reserves for the
individial heart valve litigations. This category,
containing 1114 documents, is by far the largest of
the four.

(2) Correspondence between Pfizer and its insurers
relating to insurance coversge for the heart valve
litigations and claims. This category includes 197
documents,

(3) Documents. constituting communications from
Pfizer or Shiley employees who are not attorneys to
attorneys employed by or retained by Pfizer or Shiley
for their review relating to regulatory issues or
mailings to the medical comununity concerning the
heart valve.

(4) Documents that reflect the view of Pfizer as 1o the
adequacy of insurance coverage for the heart valve
litigations and claims,

In the course of deciding this dispute, we have
reviewed in camera a large sample of documents
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from categories (1) and (2), and all the: documents
from categories (3) and (4).

Thig dispute involves some of the more difficult and
debated issues in the law of attorney-client and work
product privilege. ™ We will undertake our analysis
of this discovery dispute in two steps. Taking each
of the four categories separately, we begin with the
question of whether the documents meet the nammow
requirements of either the attorney-client or work
product privileges. Assuming they do, we will then
examine whether plaintiffs are nonetheless entitled to
their production on the basis of the “good cause™
doctrine of Garner v. Wolfinbarger, 430 F.2d 1093
(5th Cir.1970), cert. denied, 401 U.S. 974 (1971}, or
the “substantial need and undue hardship™ exception
to ordinary work product, Fed. R Civ.P. 26(b)(3).

As an initial matter, we nofe that Pfizer bears the
burden of establishing the facts that demonstrate the
existence of the attorney-client or work product
privileges. See von Bulow v. von Bulow, 811 F.2d

136 144 (2(1 Cir) (quoting n re Graﬂ m
J . .

. 4, 1984 T

11'1934]] ceﬂ denied, 481 US 1015 {1987) In re
. Horowitz, 482 F.2d 72, 82 {2d Cir.), cert. denied, 414

U.5. 867 {1973). “That burden is not, of course,
discharged by mere conclusory or ipse dixit
assertions, for any such rule would foreclose
meaningful inquiry imto the existence of the
relationship, and any spurious ¢laims could never be
expo_s_ed.” Ini re Bondnno, 344 F.2d 830, 833 (2d
Cir.1965). Furthermore, Pfizer also has the burden
of establishing non-waiver of the privilege.  See
NM Indus., 1 v Sqiton, Inc., 689 F.Supp. 187,
191 (S.D.N.Y.1988).

DISCUSSION

L Applicability of the Attorney-Client and Work:
Product Privileges to the Four Categories of
Documents

(1) Category One: Documents Related to Reserves
Jor the Individual Heart Valve Litigations

Defendants argue that all the documents within
category one are protected as work product because
they reflect the impressions, thoughts, conclusions, or
evaluations of Pfizer's attorneys with respect to
reserves for individual heart valve litipations and
claims. in addition, defendants believe that many of
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the same docnments also qualify for protection under
the attorney-client privilege.

*3 According to defendants, the decuments were
creatéd pursuant to the: controller division's or-going
regponsibility to monitor Pfizer's reserves for heart
valve litigations. It is alleged that this information
was then used by Pfizer's legal department to develop
Titigation strategies, to advise the Board of Directors
and management about the company's financial
exposure, and to satisfy disclosure obligations.
pursuant to the federal securities laws.

In contrast, plaintiffs contend that afl the documients
in this category were: created “for the business
purposé of public reporting” and were provided to
Pfizer's outside auditor, KPMG Peat Marwick (“Peat
Marwick’™), and/or to Pitzer's sharcholders. (Pls.'s
SupplBr. at 7)) Defendants concede that while this
“indisputably”” was one of the purposes for preparmg
the documents, “that was the case only in the
broadest sense that the federal securities laws réquire
that ail poblic corporstions must report material
pending legal proceeditigs (and thus consider the
effect of reserves that have been taken for these legal
proceedings) in public filings.” {Defs.'s Answering
Post-Privilege Disc.Mem. at 12)) In the view of
defendants, because documents related to individual
reserves inevitably reflect the mental impressions of
Pfizer's atforneys, it is imimaterial that the legal
advice may also have been used to comply with
public disclosure obligations. Furthermore,
defendants assert that Pfizer's shareholders never had
access to any of the documents in dispute and that
Peat Marwick received many of them, but certainly
not all.

The vigorous debate between the parties over the
intended use of the documents reflects the centrality
of this characterization to the applicability of the
claimed privileges. The determination of whether a
given document constihntes legal or business advice
does not lend itself to a bright-line test for the two are
often “inextricably interwoven.” Hercules v. Exxon,
434 F.Supp. 136, 147 (D.Del.1977). Accord United
States v. Willis, 365 F.Supp. 1186, 1190 (5.D.Iowa
1983Y; In re Grand Jury, 561 F.Supp. 1247, 1258
[EDN,Y 1982). Nonetheless, the applicability of
the attorney-client privilege may rest om this
sometimes subtle distinction. Likewise, while a
fumdamental condition for work product privilege to
apply is that the documents were created “in
anticipation of litigation,” Hickman v. Taylor, 329
U.S. 495, 511-12 (1947); FedR.Civ.P. 26(b)3).
there are few definite standards for courts to follow.
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Recognizing that documents may be created for more
than one purpose, the threshold issue as fo the
applicability of work product protection has been
described as requiring an inquiry into “the primary
motivational purpose behind the creation of the
document.” United States v. Davis, 636 F.2d 1028,
1040 (5th Cir.), cert. denied, 454 U.S. 862 (1981).
Accord Binks Mfg. Co. v. National Preste Indus.,
e, 709 F.2d 1109, 1119 (7th Cir.1983) (quoting
Janicker v. George Washington Univ., 94 F.R.D. 648,
650 D.C.1982Y); Bwrrert v. United States
Banknote Corp., No. 91 Civ, 7420, 1992 U.8.Dist.
LEXIS 9980, at *3 (S.D.N.Y. July 6, 1992); Hardy
v. New York News, Fnc. 114 ERD. 633, 644
(S.D.N.Y.1987). If the primary motivating puipose

is other than to assist in pending or impending
litigation, theri the document does riot receive work
product protection. See Uhited Sraﬂ 1A _m_r_ Q
Corp., 760 F.2d 292, 296 ( . .

*4 On the basis of our review of the relevant caselaw
and our i camera examination of certain documents,
we conclude that the primary motivating purpose:
behind the communications concemning individual
‘case reserves wag preparation for litigation, The
reserve figure set for an individual case reflects an
atiomey's professional opinion as to the value of the
tort claimant's suit.  In this ‘specific context of
Iitigation over defects in a mechanical heart valve, a
reserve figure could revesl Pfizer's view about, inter
alia (1) the strength of a plaintiffs case, (2) the extent
of the design defect, (3) the applicability of an
affirmative defense, (4) the potential settlement

value, and (5) in a prefracture case, the likelihood of

valve rupture. These are typical examples of opinion
work product. Unlike ordinary work product, which
is discoverable upon a showing of “substantial need”
and “undue hardship,” Fed.R.Civ.P. 26(b)(3), opinion
work product “is accorded almost absolute protection
from discovery because any slight factual content that
such items may have is generally outweighed by the
adversary system's interest in maintaining the privacy
of an attorney's thought processes and in ensunng
that each side relics on its own wit in preparing their
respective cases.” Sporck v. Peil, 759 F.2d 312, 316
{34 Civr), cert. denied, 474 11.8. 903 {19R5). See
also In re Sealed Case, 676 F.2d 793, 809-10
(D.C.Cir.1982) (asserting that discovery of opinion
work product requires “extraordinary justification”);
In re John Doe Corp., 675 F.2d 482, 49293 (2d
Cir.1982) (indicating that mental processes and legal
theories are “entitled to the greatest protection
available under the work-product immunity”’), 22
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Although plaintiffs insist that all the documents in
this category were created for the business purpose of
public reporting rather than in anticipation of irial, we
do not believe that, as a practical matter, a document
describing individual case reserves provides
meaningful information for preparing such a
disclosure. An estimate of financial exposure in any
individual case does not furnisk a board of directors
or management with a sufficiently comprehensive
picture to make a2 business forecast or public
disclosure,  In order for an estimate about an
individual case to form the basis of a forecast or
disclosure in the context of mass tort litigation, the
board of directors and management would likely also
need to know such factors as (1) how many similar
cases thie compariy faces; (2) the extent and coverage-
of the company's insurance; (3) over what period of
time, and at what rate, the. company should expect
suits; (4) the predicted rate of inflation; and (5) the:
impact of edrly settlements on the company's ability
to dfford paying equivalent sums at a Iater point in
time:

By contrast, a document containing aggregate
information compiled from individual case reserve
fignres would serve mainly business purposes-
namely, to apprise the board of directors and
management of Pfizer's current finarcial exposure
from pehding and impending tort claims and to
prepare public filings to the SEC. The information
embedded in an aggregate reserve figure is too
generahzed to be usefal for planming litigation
strategy in afty specific case. Consequently,
aggregate reserve figures do mot constifute work
product, 54

cert. denied, 484 US 917 (1987) the Elghth CJ.I'CI.llt

confronted the question presented; namely how to
classify documents describing individual and
aggregaie case reserves for work product purposes.
That court held that documents describing individual
case reserves were privileged under the work product
doctrine, but that containing. caléulations
of aggregate case reserves were not.  The Eighth
Circuit reasoned that individual case reserve figures
reflect an attorney’s estimate of anticipated legal
expenses, settlement value, length of time to resolve
the litigation, geographic inconveniences, and other
factors-in short, classic considerations in deciding
upon a litigation strategy. “The individual case
reserve figures reveal the mental impressions,

thoughis, and conclusions of an attorney in

evaluating a legal claim, By their very nature they

are prepared in anticipation of litigation and,
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consequently, they are protected from discovery as
opinion work product.” Jd at 401. On the other
hand, 4n agprepate reserve figure, which incorporates
numerous  additional factors, disguises individual
figures 5o as 10 protect against disclosure of work
product. In the words of the Eighth Circuit;

The individual figures lose ‘their identity when
combined to create the aggregate information.
Furthermore, the aggrégates are not even diréct
compilations of the individual figures; the aggregate
information is the product of a formula that factors'in
variables such as inflation, further diluting the
individual reserve fipures. Certainly it ‘would be
impossible to trace back and uncover the reserve for
any individual case, and it would be 2 dubious
undertaking to attempt to derive meaningful averages.
from the aggregates, given the possibility of lasge
variations in case cstimates for everything from
frivelous suits to those with the most serious injuries.
The purpose of the work product doctrine-that of
preventing  discovery of a lawyer's mental
impressions-is not violated by allowing discovery of
documents that incorporate a lawyer's thoughts in, at
best, such an indirect and diluted manner.

Id at 402,

Apparently conceding the merit of this argument,
defendants assert that plaintiffs have already been
provided with all documents revealing -aggregate
information. However, having reviewed a sample of

these documents in camera, we do not acoept the:

extremely narrow criteria that defendants appear to
have adopted for defining what constitutes an
aggregate reserve figure. We believe that many of
the documents that defendants identify as related to

individual case reserves are not properly so.

charactérized. Rather, they belong in the category of
aggregate information and should rof be withheld.

For example, defendanis have refused to provide a
year-by-year breakdown of product liability claims,
apparently on the grounds that this would reveal
information about individual case reserves, In fact,
the total dollar value of claims in any given year
suggests no meaningful information at all about legal
strategy in an individual litigation.  Therefore, a
document that details the total cost to Pfizer of tort
claims by year, or even by month, belongs in the non-
privileged category of aggregate information. In
contrast, & document that lisis by name the cost to
Pfizer of particular litigations within a given year
does reveal individual informstion and, as such, is
privileged 24
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*6 Tumning to the attorney-client communications,
once again the applicability of the privilege to
comespondence from aitorney to corporate client
depends on whether the subject matier was individual
or aggreégate case reserves. For the reasons stated
above with respect o the work product doctrine, we
believe that documents containing aggregate
information are not “predominantly ¢oncerned” with
conveying legal advice, &GLK_? Sﬁme Com v. Sharp
Electronics Corp., 95 FR.D. 2 DN.Y.1982
and are not therefore enhtled to attnmey—chent
privilege protection. See also SCM v. Xerox Corp.,
70 FRD. 508, 518 {D.Conn.1976) (“When the
vltimate corporate decision is based on both a
business policy and a legal evaluation, the business
aspects of the decision are not protected because
legal considerations are also involved.”). On the
other hand, documeénts containing individual case
reserve figures are predominsntly legal in nature.
Therefore, these are privileged assuming the
information on which the deciinents were hased was
kept confidential by Pfizer. See Mead Dati Central,
Inc. v. United States Dept. of the Air Force, 566 F.2d
242,254 (D.C.Cir.1977).

Because none of the memoranda from corporate
client to counsel appears to contain explicit legal
questions, the only apparent ground for privilege is
that the communications embodied “an implied
request for legal advice based thereon.” An implied
request exists when an employee sends information
to corporate counsel in order to keep them apprised
of ongoing business developments, with the
expectation that the attorney will respond in the event
that the matter raises important legal issses. An
implied request is privileged to the same extent as an
explicit request. See Amcast Indus. Corp, v. Detrex
Corp., No. 588-620, 1991 U.8.Dist. LEXTS 20885, at
*5 (ND.In. July 26, 1991); szza__Managemen,t Inc.
v. Pizza Hut, Inc., No. 86-1664-C, 1939 U.SDist,
LEXIS 1106, at *12 (D.Kan. Jan. 9, 1989); Hercules
Inc._v. Exxon Corp., 434 F.Supp. 136, 144
(D.Del.1977); Jack Winter, Inc. v, Koratron Co., 54
ER.D. 44, 46 (N.D.Cal.1971). Because data about
specific litigations in the past could be valuable in
rendering legal advice as to appropriate strategy for
similar suits in the future, we hold that documents
describing individual cases are protecied by-atiomey-
client privilege, but that, once again, documents
containing aggregate information are not.

We now turn to the issue of waiver. Plaintiffs assert
that Pfizer waived any otherwise applicable privilege
by disclosing the documents to its independent

‘auditor, Peat Marwick, and/or to its shareholders.
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Preliminarily, we note that no evidence has been
submitted to us fo support plaintiffs’ allegation that
Pfizer disclosed some of the documents in question to
shar¢holders.  Thus, we will only consider the
possibility of waiver as a consequence of deliberate
disclosure 1o the independent anditor.

The work product privilege is not automatically
waived by any disclosure to third persons. Jtn re
Sealed Casz, 676 F.2d at' 809. Rathier, the: courts
generally find a waiver of the work product privilege
only if the disclosure “substantially increases the
opportunity for poiential :adversaries to obtain the
information” In r¢ Grand Jury 561 F.Supp. 1247,
1257 (ED.N.Y.1982).  Accord In re Sieinhardt
Partners, No. 93-3079, 1993 U.S.App. LEXIS
28979, at *13 (2d Cir. Nov. 8, 1993); In re Doe, 662
F.2d 1073, 1081 {4th Cir.1981), cert. denied, 455
L.S. 1000 (1982); United States v. AT & T, 642 F.2d
1285, 1299 (D.C.Cir1980Y;, Grummap Aerospace
Corp. v. Titanium Melafs Corp., 91 F B.D 84. 89

{E.D.N.Y.1981);
85 F.RD. 46, 51 (SDNYIQTQ)

Amencan
Standard, Inc. v. Bendix Corp., 71 FR.D. 443, 446

(W.DMo.1976). Disclosure of work product to 4
party sharing commen interests is not inconsistent
with the policy of privacy protection wnderlying the
doctrine.  See Stix Prods. v. Unjted Merchants &

Mfrs, 47 FRD, 334, 338 (SD.N.Y.1969) (“The
work product privilege should not be deemed waived
unless the disclosure is inconsistent with mmmammg
secrecy from possible adversaries.”). Therefore, in
Gramm v. Horsehead Indus., Inc., No. 87 Civ. 5122,
1990 U.S.Dist; LEXIS 773 (S.D.N.Y. Jan. 25, 1990),
the court held that defendants did not waive their
work product privilege to 2 document transmitted to,
the company's outside auditors, because such a
disclosure “cannot be said to have posed a substantial
danger at the time that the document would be
disclosed to plaintiffs.” Jd. at *15. Likewise, in this
case, Pfizer and Peat Marwick obviously shared
common interests in the information, and Peat
Marwick is not reasonably viewed as a conduit to a
potential adversary. Therefore, no waiver of work
product protection occurred by the provision of thess.
documents to Peat Marwick.

*7 However, as defendants acknowledge, Pfizer
cannot assert attorney-client privilege for any
documents that were provided to its independent
anditor.  Disclosure of documents to an outside
accountant destroys the confidentiality seal required
of communications protected by the attorney-client
privilege, notwithstanding that the federal securities.
laws require :an independent audit. “Confidentiality:
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as to these documents is neither expected nor
preserved, for they are. created with the knowledge
that independent accountants may need access to
them to complete the audit.” United States v. El Paso
Co., 682 F.2d 530, 540 (5th Cir.1982), cert. denied,
466 U.S. 944 (1984). See also In re John Doe Corp.,
675 F.2d 482 489 (2d Cir.1982). Additiona]ly, the
communications between Pfizer and Peat Marwick

-are not independently protected under an accountant-

client privilege, as such a privilege is not recognized
by the federal courts. Couck v. United States, 409
U.8, 322, 335 (1973) (“no confidential accountant-
client privilege exists under federal law, and no state-
ureated privilege has becn recognized in federal
cases”). Sée also 2 Jack A. Weinstein & Margaret
B. Burger, Weinstein’s Evidence § 503(a)(3)[01], at
503-24 (1993). ¢

(2) Category Two: Correspondence Between Pfizer
and Its Insurers Relating to Insurance Coverage for
the Heart Valve Litigations and Claims

Defendants claim that although the documents in this

‘category constitufe ‘correspondence between Pfizer

and its insurance camriers, they are nometheless
protected by both the aftorney-client and work
product privileges because they reflect legal strategy
relating to insurance coverage-and/or the underlying
heart valve litigations. In particular, they maintain
that certain documents divide claims into specific
policy yesdrs and, as a result, reveal estimates made
by Pfizer's ¢counsel as to when particular heart valve
actions accrued, Defendants further assert that the
fransmisgion of documenis to the insurance carriers
did not result in a waiver, By contrast, plaintiffs
argie that the documents were not prepared for
reasons of legal strategy, but for the business purpose
of negotiating with Pfizer's insurance carriers over
claims coverage.

In determining whether communications hetween an
insured and an insurer ought to receive protection
within the framework of the attomey-client privilege,
we find the D.C. Circuit's careful analysis in Linde
Thomson Langworthy Kohn & Van Dyke v.
Resolution Trust Corpordtion, No. 93-5131, 1993
US.App. LEXIS 25279 (Oct. 5, 1993), highly
persuasive.  In Linde Thomson, Judge Wald flatly
rejected the notion that there is an attormey-client
privilege in  insured-insurer communication,
reasoning as. follows:

An insured may communicate with its insurer for a
variety of reasons, many of which have little to do
with the pursuit of legal representation or the
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procurement of legal advice. Certainly, where the
insured communicates with the insurer for the
express purpose of seeking legal advice with respect
to a concrete claim, or for the purpose of aiding an
insurer-provided attorney i preparing a specific legal
case, the law would exalt form over substance if it
were to deny application of the attomey-client
privilege. However, a statement betraying neither
intetest in, nor pursnit of, legal counsel bears only the
most -attenuated nexus to the attorney-client
relationship and thus does not ¢come within the ambit
of the privilege.

*8 Id. at *19-20. In the category two documients,
Pfizer's communications are for the purpose of
seeking insurance coverage, not legal advice, from its
carriers. As such, they do not fall within the scope
of the attorney-client privilege.

Furthermore, even without the benefit of the D.C.
Circuit's decision in Linde Thomsan, we would reject
defendants' claim of attorney-client privilege on the
fundamental ground that disclosare to an insurer is.no
differént than disclosure fo an independent auditor-
both waive the attorney-client privilege. To avoid
this conclusion, defendants urge the Court to find

on-waiver on the theory that an insuyred and an
insurer “share a common interest about a légal
matter” that “protect(s] the free flow of information.”
United States v. Schwimmer. 892 F.2d 237, 243-44
(24 Cir), cert. demied, 112 SCt 35 (1991),
Defendants have read this case and the others cited in
their brief too broadly, The decision in Schwinmer
protected certain communications between a party
and the aocountamhlredbythe attorney of another
party with a muotual interest in the litigation by
reference to the “joint defense privilege” (also known
as. the “‘common interest rule”).  There was no
discussion of an insured-insurer privilege in any
context. The Schwimmer court explained that the
joint defense privilege “serves to protect the
confidentiality of communications passing from one
party to the attomey for another party where a joint
defense effort or strategy has been decided upon and
undertaken by the parties and their respective
counsel” [d, at243 In this case, there is simply no
evidence, -and defendants do not so contend, that
Pfizer and its insurance carriers have agreed to. act as
partners in a single unified litigation strategy.
Accordingly, an argument based on the joint defense
privilege is inapplicable.

Nonetheless, there is merit in defendants' contention
that disclosure of work product by an insurer to an
insured does not waive work product privilege for the
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same reasons that disclosure of work product to an
outside auditor is not a waiver. Thus, we agree that
a8 long as the documents reflect information about
individual case reserves, which is oflierwise protected
by work product privilege, and not information about
aggregate case reserves, which is not, then the
disclosure of the documents to an insurance carrier
will not operate as a waiver.

(3) Category Three: Documents Constituting
Communications from Phizer or Shiley Employees
Who Are Not Attorneys to Attorneys Employed By or
Retained By Pfizer or Shiley For Their Review
Relating to Regulatory Issues or Mailings to the
Medical Community Concerning the Heart Valve

Category three includes five documents described by
the parties as communications from Pfizer/Shiley
employees to Pfizer/Shiley attomeys relating to
regulatory issues or mailings to the med:cal
community concerning the Theart valves™Z
Defendants claim that each document satisfies the
requirements for attomey-client privilege.

(i) Priv. Nos. 1691 & 1704 (Identical Documents)

*9 These documents contain a cover letter from a
Pfizer/Shiley employee to three other employees, one
of whom was an attorney, followed by a copy of
internal notes and memos from the Food and Drug
Administration (“FDA™), We hold that the cover
letter is privileged, but that the FDA notés and
memes aré not.

We deem the cover letter to be. privileged as an
implied request for legal advice. However, the FDA
notes anid memos accompanying the letter are not
protected because they represent pre-existing
documents that do not become privileged siniply by
virtue of being transfeired to an attomey:
“Documents created by and received from an
unrelated third patty and given by the client to his
attomey in the course of seeking legal advice do not
thereby become privileged” In ré Grand Jury
Subpoena, 959 F.2d 1158, 1165 (2d Cir.1692). See
also Fisher v. United States, 435 U.S, 391, 403-04
{1976) (“pre-existing. documents which could have
been obtained by court process from the client when
he was in possession may also be obtained from: the
attorney by similar process: following transfer by the
chent m order to obtain more mformed legal

515 (0.Coma 1976) '("“1ega1 departments are not
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citadels in which public, business or technical

information may be placed to defeat discovery and
théreby ensure confidentiality™).

(i) Priv. No. 1692

This document seeks advice and approval from a
number of Pfizer/Shiley employees, including
Pfizer's Senior Assistant Genéral Counsel, Daniel P,
Cronin. The communication sstisfies any of the
clasmc privilege. tests See, eg, United States v.

jD Mass 1950) Privilege is- not defeated by the fact
that the communication was distributed to nine
Pfizer/Shiley employees who were not attomeys
because (1) the author intended for the
correspondence to remain strietly confidential at all
times, and (2} the circulation was limited fo
employees with a need to know the inforation
contained therein. See generally John W. Gergacz,
Attorney-Corporate Client Privilege 1 1.04, at 1-13
(2d ed. 1990},

(iii) Priv. No. 1695

This document, which requests legal advice from
Daniel Cronin, is protected by attorey-client
privilege.

(iv) Priv. No. 1698

The cover letter in question, which seeks legal advice
from Marvin Frank and Robert Ross, is protected by
attorney-client privilege.

(d) Category Four: Documents That Reflect the View
of Pfizer as to the Adequacy of Insurance Coverage.
Jor the Heart Valve Litigations and Claims

The final category includes three documents related
to Pfizer's insurance coverage for heart valve
litigations.  Defendants assert that all three are
protected by both attorney-client and work produet
privilege.

(i) Priv. No. 1216
This document is & memo written: by the director of

Pfizer's Corporat¢ Risk Management Department,
Harvey R. Molloy, to the company's vice chairman,
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Jean-Paul Valles. Defendants assert that the memo
was a response to a question raised by Pfizer's legal
department, and is therefore privileged.

*10 We disagree with this. charscterization. The
memo discusses an issue of risk management that is
purely a business decision-whether the cost of a
certain hﬁgauon is worth the potential gain resulting
from a victory in court. Accordingly, we find that
this memorandum was assembled in the ordinary
course of business and that it does not qualify for the
work product privilege under Fed R.Civ.P, 26(b)(3).
Indeed, the Eighth Circuit took the same position in
the Searle case, which defendants have cited
extensively in support of their position as to how the
Coart should treat individual case reserves with
respect to discovery. In Searle, the court found
certain risk management documents to be “in the
natire of business planning documents,” noting that

‘the “risk management department was not involved

in giving legal advice or in mapping litigation
strategy in any individual case.” 8§16 F.2d at 401, “A
business corporation may engage in business
planning on many fronts, -among them litigation.”

-Jd. That is the case here with this document,

Furthermore, becauss Pfizer's vice chairman was
neither an attoimey nor a subordinate to one, this
‘commmmication is not protected by attorney-client

cf Fme v Facet Aerogpace

privilege either.

(finding that a risk management report was not
protected by attorney-client privilege even though the
analysis was aimed at reducing litigation costs).
Thus, document Priv. No. 1216 is discoverable:

(i) Priv. No. 1239

This dooument, which i8 a memorandum from
Pfizer's General Coungel Paul S. Miller to another
Pfizer attorney (Stephen C. Kamy) concerning the
Corporate Management Committee's authiorization of
negotiations on behalf of Pfizer with certain
insurance .companies, is privileged as an attorney-
client commimnication, though not as ‘work product.
Defendants base their claim of attorney-client
privilege on the assertion that Mr. Miller sent the
memorandum (1) to inform Mr. Kany of the
Corporate Management Committee’s decision on a
subject ypon which the legal department had earlier
opined; and (2) to instruct Mr. Kanyabouthowto
proceed with the underlying legal issue. (Kany Aff,
3) In this scenario, the Corporate Managemeiit
Committee was the client and Mr, Kany its attorney;
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the communication accordingly is entitled to the
benefit of the attorney-client privilege.

However, this document is not entitled to additional
protection under the work product doctrine because it
does not reveal litigation strategy in any individual
case.  Rather, the subject miatter resembles an
aggregate reserve estimate prepared for business
purposes. The document simply makes no revelation
about any particular ease or case strategy.

(iii) Priv. No. 1441

This document, a letier between two Pfizer non-
atiorneys created at the direction of a Pfizer attomey,
describes the company's product liability losses in the
aggregate and is therefore not protected by work
product. Likewise, although the letter's author acted
at the direction of an attorney, the information was
niot predominantly legat in nature and hence does not
satisfy the requirements of attorney-client privilege.
Rather, the information contained in the letier
supgests that the atforney was acting more ‘in the
capacity of business adviser than legal counsel. See
General Foods Corp. v. The Jay V. Zimmerman Co.,
No. 86 Civ. 2697, 1988 U.S.Dist. LEXIS 521, at *7
(S.DN.Y. Jan. 14, 1988) (rejecting privilege claim
because attorney was acting in role of business
adviser).

1. Applicability of the Garner Doctrine to the
Discovery of Otherwise Privileged Material in a
Shareholder Class Action

*11 Recapping our conclusions thus far, we have
agreed with the genmeral notion advanced by
defendants that documents related to individual case
reserves are protected from disclosure as work
product and/or as attorney-client communications.
However, based on our selective i camera review,
we have disagreed with: defendants' classification of
which documents relate to individual as opposed to

aggregate reserves, As a result, we concluded that
defendants should release a large percentage of the
documents in category one because they are more
properly characterized as relating to aggregate
reserves. ‘We also found that the insurer-insured
communications in category two were not protected
by the attorney-client privilege, though we agreed
that they could constitute work product. Finally, we
determined that documents with privilege numbers
1239, 1691, 1692, 1695, 1698, and 1704 satisfy the
requirements of the attomey—chent privilege, the sole
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basis on which the documents were withheld,

We now turm to the issue of whether we should order
the otherwise privileged  aftomey-client

communications to be produced on the basis of the

Garner doctrine. We will pursus this inquiry in two

stages.  First we will explore whether the facts of

this case parallel Garmer; if so, we will proceed to
examine whether plaintiffs have made a showing of

good cause sofficient to wamant piercing the

attorney-client privilege.

(1) Similarity of the Pfizer Securities Litigation to.a
Garner Situation

In the landmiark case of Garner . Wolfinbareer, 430
F.2d 1093 _(5th Cir.1970), cert. denied, 401 U.S. 974
(1971), the Fifth Circuit considered the question of

whether shateholders in litigation against their

corporation <can discover otherwise privileged
‘attorney-client communications on the basis of &
showing of good cause. Noting that management
does not manage for itself but ultimately for the
benefit of its sharcholders, the court refused to allow
the corporstion to hide behind the privilege:
“[M]anagement judgment must stand on its merits,
not behing the ironclad veil of secrecy which under
all circumstances preserves: it from being questioned
by those for whom it is, at least in part, exercised.”
Id. at 1101. Tn what has become known as the
Garner doctrine, the court wrote:

[Wlhere the corporation is in suit sgainst its
stockholders on charges of acting inimically to

‘stockholder interests, protection of those interests as

well as those of the corporation and of the public
require that the availability of the privilege be subject
to. the right of the stockholders to show cause why it
should not be invoked in the particular instance.

Id at 1103-04. The court then enumerated nine
factors that support a finding of good cause 28

Courts have not limited Garner to. one particular type
of suit; rather, the doctrine has been steadily
extended to encompass other fiduciary-type
relationships,  See gemerally Gergacz, Attorney-
Corporate Client Privilege § 6.03[1][b], at 6-15, -16;
Developments-Privileged ~ Communications, 98

Harv.L.Rev. 1450, 1524-29 {1985). Most courts
apply the doctrine to denvauve suits,™ class
actions, 2 and individual claims MU aJt alike. Only
the Ninth Circuit has limited Garner to the context of
the shareholder derivative suit. See Weil v.
Investment/Indicators Research & Management, 647
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F.2d 18 (9th Cir 1981).

*12 The Ninth Circuit's view does possess a certain
logic. In a class action the shareholders act on
behalf of themselves and to the possible detriment of
shareholders who do not belong to the class, whereas
in a derivative action the sharcholders act on behalf
of the corporation™!? Furthermore, we do find
language in Garmer that raises doubts as to its
applicability to certain class actions, In particular,
foomote sevenieen in Garner reads as follows:

Due regard must be paid to the interests of nonparty
stockholders, which may be affected by impinging on
the privilege, sometimes injuriously {though not
necessarily so-in some situations sharcholders who
are oot plaintiffs may benefit). The corporation is
vulnerable to suit by shareholders whose interests or
intention may be inconsistent with those of other
shareholders, even others constituting a majority.

Id at 1101,  On the other hand, Gammer itself
involved both a class action and a sharehiolder
derivative suit, -and in footnote &leven the Court
wrote, “[Ofur decision does not turn on whether that
claim Tthe derivative claim] is in the case or out.”
Id. a1 1097.

In the recent decision of In re Baimco Corp. Sec.
Lit, 148 FR.D. 91 (S..N.Y.1993}, Judge Connor of
this Court followed the line of authority that applies
Garner regardless of the type of suit filed in the case.
“While Garner arose in the context of the
shareholder derivative suit,” noted Judge Connor,
“nothing in the language or reasoning of Garner so
limits its holding.” Jd. at 97. Bairnco suggested that
the fact that stock value may fall as a consequence of
an adverse judgment, thereby harming nonparty
stotkholders, does not bar application of the Garner
doctrine. =~ While “[alpplicability of the Gamer
doctrine has typically rested on the existence of a
fiduciary duty or mutuality of interest between the
corporation and its -shareholders ai the time of the
communication sought to be discovered,” id. at 98,
Bairnco extended Garner to apply to the simation
where, as here, the plaintiff clags includes investors
who were not fiduciaries at the time of the allegedly
fraudulent disclosure, but who later purchased the
stock in reliance thereon, P

The instant case bears a strong similarity to the facts
of the discovery dispute contested in Bgirnco and to
other Guarner situations. Similar to this litigation
against Pfizer, Bairnco involved a class action
brought on behalf of investors who purchased
common stock over a one-year period in reliance on
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allegedly frandulent disclosures. Plaintiffs in
Bairmco alleged that defendants violated certain
securities laws-specifically, Section 10(b) of the
Exchange Act and Rule 10b-5 promulgated
thereunder-by falsely claiming in public disclosures
that then presént and unasserted future claims for
asbestos-related damages, and the cost of defending
against such claims, would not have a materially
adverse effect on the consolidated financial position
of Bairoco and its subsidiaries. In an attempt to
ascertain the veracity of Baimco's public
representations during the perdod in questiom,
plaintiffs asked defendants to produce all
commumications from their attorneys concerning the
prospects of any litigation against Bairnco or its
subsidiaries over asbestos-related products or
concerning: the extent of the company's economic
exposure therefrom. Defendants refused to produce
eleven documents on the grounds of relevance and of
attomey-client, joint defense, and work product
ptivileges. Ruling for the plaintiffs, Judge Connor
found the documents to be highly relevant and
rejected the assertions of privilege on the basis of the
Garner docirine.

*13 Plaintiffs here request ‘the same treatment as
received by their counterparis in Bairnco. We agree
thatthemamfactsofthecasesmmalogousandthﬂt.
this is a smlatmin where application of Garner is
appropriate 2 Plaintiffs correctly note that the
documents. in dispute here were not prepared ‘in
anticipation of an action by shareholders for
securities fraud. Rather, the documents all refate to
defendants' exposure to tort plaintiffs in present and
future personal injury suits stemming from failures of
the mechanical heart valve. As in Bairnco, plaintiffs
do mot seek the documents in question in order to
uncover the specific litigation strategies of Pfizer
with respect. to individual tort claimants.  Rather,

they seek the documents in order o ascertain whether

Pfizer deliberately disguised the true extent of its

financial exposure arising from defects in the

mechanical heart valve-an issue that is at the heart of
the underlying securities frand sction.

(2) Application of the Garner Good Cause Elements

Having decided that this i5.a Garner analog, we now.

turn to the question of whether plaintiffs have

demonstrated good cause to abrogate. the attomey-
cliemt privilege attached to the documents in
question. We hold that they have not.

For simplicity of analysis, the nine Garner good

© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works.



Case: 1:02-cv-05893 Document #: 751 Filed: 11/03/06 Page 38 of 115 PagelD #:16567

Not Reported in F.Supp.
Not Reported in F.Supp., 1993 WL 561125 (SDN.Y.)
(Cite as: Not Reported in F.Supp.)

cause factors can be grouped into four broad
categories: (1) the discovering party's stake in the
fiduciary relationship; (2) the apparent menit of the
claim; {3) the need of the discovering party for the
information; and (4) the nature of the
communication itself. ~While the first and second
categories clearly support plaintiffs' discovery
demand, the third and fourth do not; consequently,
we find that plaintiffs have not satisfied their Garner
burden,

Plaintiffs have satisfied the good cause factors
contained in categories one and two. With respect to
the first category, it is clear that plaintiffs represent a
substantial percentage of both shareholders and
shares. Cf E. Cohen v. Uniroyal, Ine., 80 F.RD,
480. 484 (E.D.Pa.1978). In terms of the sécond
category, that plaintiffs’' underlying suit presents at
least a colorable claim is esteblished by Judge
Keenan's December 21, 1990 denial of a motion
dismiss for failure to state a claim purswant fo
Fed R.Civ.P, 12(b)(6).

However, turning to the third category, we do not
believe that plaintiffs have established sufficient need
for the information comtained in the otherwise
privileged documents to warrant their discovery.
Although the documents are specified and plaintiffs
do not intend a fishing expedition, we do not accept
that plaintiffs will have a serious need for the
information in light of our reclassification of many
formerly withheld documents into the category of
non-privileged aggregate information, Finally; with
respect to the fourth category, the revelation of
documents containing individual reserve figures
conld unduly prejudice Pfizer in the underlying
products liability cases.

*14 In so holding, we do not take issue with Judge
Connor's general conclusion in Bairnco that, in
ceriain circumstances, stock investors are entitled o
pierce the attomey-client privilege in order to assess
the adequacy and veracity of the company's public
posture regarding the financial impact of foreseesble
litigation. As the court aptly noted in Bairnco:

Information given to Keene [a Bairmco subsidiary)
concerning Keene's asbesios liability should be
highly revealing as to the veracity and sufficiency of
Keene's public disclosures concerning ifs economic
exposure and, perhaps. more imporfantly, particularly
probative ‘of Keene's good or bad faith in making
such disclosures. Keene's views as to its litigation
prospects were surely informed by, if not wholly
dependent upon, the information and advice pmwded
by counsel. If Keene's public statements were in
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conflict with the opinions it received from its
counsel, this would be highly relevant evidence on
the issue of KXeene's scienter.

Similarly, in the present case, we agree that
documents containing statistical summaries of
present and pending claims are relevarit because they
iridicate the nature and probable financial impact of
heart valve litigation on Pfizer. This information has
a direct bearing on whether Pfizer recognized, but
failed to adequately disclose, the quantity of expected
litigation, Indeed, we have already directed
defendants to produce those documents on the ground
that they contain business information not protected
by attomey-client privilege:  Accordingly, without
disagreeing with the rationale of Rairnco or Garner,
we do not find cause to abrogate the attorney-client
privilege attached to documents describing individual
case reserves.

(3) Application of the Garner Doctrine to Work
Product

The few federal courts that have faced the issue have
refuised to extend the Garier doctrine to work
product, and we see no reason fo depart from those
precedents.  See In re International Sys.. 693 F.2d

1235, 1239 (5th Cir.1982); In re Dayco Corp. 9

FRD. 616, 620 (S.D.Ohio_1983); Donovan v.
Pw 90 F.R.D. 583, 587 (N.D.IIL.1981).
Unlike the. attorney-client privilege, ‘which serves
only the client’s interest, the work product privilege
also operates to protect coupse! from unfair and
intrugive disclosure. As one court has explained:
The Garner rule forecloses the use of attorney-client
privilege, itself intended for the ultimate benefit of
the client, to prevent disclosure of a breach of the
client's trust. Shareholders or beneficiaries,
however, do not stand in the same position with
respect to the attorney, for whom the werk product
mile is designed to benefit, ag they do to their own
trustees.  And as a result, the Garner analysis cannot
be readily applied to defeat the work product rule.

Donovan, 90 F.RD. at 588. Furthermore, because
the discovering party may overcome the privilege for
ordinary work product by demonstrating “substantial
need” and “undue hardship,” work product already
has its own version of the.good cause exception, We
therefore will now look to whether the “substantial
need” and “undue hardship” exception is applicable
in the circumstances of this case.
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IIL. “Substantial Need and Undue Hardship”
Exception to Work Product

*15 Rule 26(b)}3) of the Federal Rules of Civil
Procedure allows a court to order the production of
ordinary work product in cases where “the party
seeking discovery has substantial need of the
materials in the preparation of his case” and is
“gnable: without undue hardship to obtain the
substantial equivalent of the materials by other
means.” See Upjohn Co. v. United States, 449 U.S.
383, 400 (1981), Plaintiffs claim that even if the
work product privilege does attach to the documents
at issue here, they are monetheless entitled to their
production on thebasis of this exception. Plaintiffs
contend that the documents are usiavailable ‘clsewhere
and that they provide the only basis for analyzing
Pfizer's method of calculsting reserves.

We do not belicve that the documents describing
individual case reserves are ordinary work product.
Rather, they are examples of opinion work product,
reﬂectmg the “mental impressions, conclusions,
opinions, or legal theories of an attorbey or other
representative. of a party concerning litigation.”
Fed R.Civ.P. 26(0)(3). In deference to the adversary
systern's desire to maintain the secrecy of an
attorney's thought processes, opinion work product is
entitled to nearly absolute protection. See Sporck v.
Peil 759 F2d 312, 316 (3d Cir.19835).
Consequently, these documents are protected from
disclosure.

-CONCLUSION

For the reasons stated above, the mofion to co Bg?el
production is granted in part and denied in part.

IT IS SO ORDERED.

ENI1, This dispute was referred to us by
Judge Sonia Sotomayor, to whom the case is
assigned, in an Order dated February 5,
1993 for the purposes of determining (1}
whether and, if so, to what extent, plaintiffs'
motion to compel should be granted, and (2)
what further discovery, including  deposition
discovery, shall be permitted on the
ducumentsthataz‘eheremorderedtobe
produced and in the case in general. In
addition, Judge Sotomayor directed
defendants to provide plaintiffs with a more
detailed description of the 3,397 documents
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then in disputé. Subsequently, on hune 11,
1993, the parties agreed to narrow the scope
of the dispuie to the cumemt 1219
documents. On June 15, 1993, plaintiffs
submitted & letter brief in support of their
motion to compel. Defendants responded
with an apswering memorandum of law
dated August 6, 1993, Plaintiffs then filed 2
reply memorandum on August 23, 1993.

EN2. For a sample of the discussion and
debate, see, eg. John W. QGergacz,
Attorngy-Corporate Client Privilege Y
6.01-.04, 7.02{f] (1990 & Supp.); Steven
M Abrammmtz Dgcfasw-e Ugder the
i ki he

Attorney-Client andege 90 Colmn.L Rev.
456, 479-88 (1990); Stephen A. Saltzburg,

Comomfe At ito mewCI;em Prhnfgge in
anid S '

Gamer Revisited, 12 Hofstra LRev 817
{1984] Note The Attam&(,‘hem anzx’gg
Ae Fashi

o Promote AJM . of Rggresematign, 97
arv.L Rev, 947 (1984).

EN3. In making the rulings herein, we have
assumed that documents listing historic
settlement figures for individual cases have
been maintained ina confidential manner by
defendants and that the information reflected
therein is not publicly available. If these
assumptions are incerrect, counsel for
deferidants should inform us forthwith.

EN4. We believe that the distinction
between individual case reserve and
aggregate case yeserve documents is a
meaningful response to the parties' overly
broad contentions as to which documents
should be considered as ones prepared for

the purpose of public reporting.

FN5. By way of illustration, documents
numbered 42, 83, 150, 177, 253, 288, 312,
343, 408, 435, 499, 544, 568, 620, 642 (last
page only), 672, 695, 716, 738, 761, 785,
811, 831, 852, 876, 910, 935, 1744, 1770,
1825 (pages two and three only), 1854,
1874, 1900, 1925, 1952, and 1983 reveal
aggregate  information. Documents
numbered 22, 62, 128, 202, 222, 365, 468,
642 (first four pages only), 1217, 1452,
1513, 1722, 1794, and 1825 (first page only)
disclose individual information.
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FN6. Finally, it should be noted that even if
a document is not entitled to attorney-client
privilege status, that it is not subject to
disclosure if it is independently entitled to
work product protection.

FN7. Plaintiffs assert in footmote eight of
their June 15, 1993 letter brief that category
three includes -documents labelled Priv. No.
1693 and 1694, However, these two
documents are not listed on defendants'
privilege log, nor were they included among:
the category three docunrents sént by
defendants to the Court for in camera
review. Thus, we have assumed that
defendants no longer assert a claim of
privilege as to them.

FN8. The factors are as follows: (1) the
mumber of shareholders and the percentage.
of stock they represent; (2) the bona fides of
the shareholders; (3) the name of the
sharcholders' c¢laim and whether it is
obviously colorable; {4) the apparent
necessity and desirability of the shareholders
having the information and the availability
of it from other sources; (5) whether, if the
shareholders' claim is of wrongful action by
the corporation, it is of action criminal, or
illegal but not criminal, or of doubtful
legality; (6) whether the communication
related to past or to prospective actions; (7)
whether the communication is of advice
concerning the litigation itselff (8) the
extent to which the communication is
identified versns the extent to which the
shareholders are blindly fishing; (9) the risk
of revelation of trade secrets or other
information in whose confidentiality the
corporation has an interest for independent
reasons, Garner, 430 F.2d at 1104,

FN9. See, eg., In re International Sys., 693
F.2d 1235 (5th C1r198_21, In_re Trans-
Ocean Tender Offer Sec. Litig., 78 FR.D.
692 (N.D IIL1978).

EN10. See, e.g, In re LTV Sec. Litig., 89
FRD. 595 (N.D.Tex.1981%; Panter v.
Marshall __ Field, 80 FRD. T8
(N.D.XIL.1978); E. Cohken v. Uniroyal, 80
F.R.D. 480 (E.ID.,P4.1978).

EN11, See, eg, Quintel v, Citibank, 567

F.Supp. 1357 (SD.N.Y.1983),

FN12. We recognize that'this is 8 somewhat
idealized description of the nature of a
derivative suit. Often times, the derivative
suit is designed to enhance the weslth of the
plaintiffs, or the plaintiffs' attornieys, and not
the compary's equity-holders in general
See Johm C. Coffee, Understanding the
Pladniiffs Attorney: Th’e Implications of
Economic Theory for Private Enforcentent
of Law Through Class and Denvggve
Actions, 86 Colum.L.Rev, 669 (1986).
as in a ¢lass action, the stockholder_s
bringing the derivative suit may very well

have their own idiosyncratic or highly

personal motives. This reality srgues

against treating derivative suits differently

from class actions for purposes of applying

the Garner doctrine.

FN13. Two other cases have also applied
Garrer withomt 2 fiduciary relationship
present between the parties.  Like Bairnco,
both involved investors who sought
discovery of confidential documents from a
company owing them a duty pursuant to the
federal securities laws, These cases
concluded that actual shareholders and
investors who will spon become

‘ghareholders share a sufficiently: close

connection to warrant equal treatment under
the Garner doctrine. See In re LTV

Securities  Litigation, 89 FRD. 595

!wIS.D Tex,1981); E. Cohen v. Uniroyal, 80
E.R.D. 480 (E.D.P3.1978).

FN14. For the sske of clarity, we should
note that certain aspects of the reasoning in
Bairnco are not applicable to the case at bar.
For example, as ealtemative grounds for
ordering production of the eleven documents
there in dispute, Judge Connor relied upon
the potential applicability of (1) an advice of
counsel defense (even though the defendants

represented that they had ne intention of

raising the ‘argument), and (2) the crime-
fraud exception to the attorney-client

privilege (even though the plaintiffs did not

allege criminal or fraudulent conduct), In
the instant suif, we see no reason to doubt
defendants' representation that they will not
be mising an advice of counsel defénse.
Furthermore, plaintiffs have not alleged, nor
do the facts themselves so suggest, that the
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documents in dispute were in furtherance of
the perpetration or attempted perpetration of
a crime or fraud.

FN15. If the parties continue to disagree
over which of the withheld documents
should be produced, they should present the
disputes to this Court by reference both to
the specific language in this Memorandum
and Order and the related document on the
privilege list.

S.D.N.Y.,1993.

In re Pfizer Inc. Securities Litigation

‘Not Reported in F.Supp., 1993 WL 361125

{(SDNY.)

Briefs and Other Related Documents (Back to top)
* 1:90cv(1 260 (Docket) (Feb. 26, 1990)
END OF DOCUMENT

'© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works.
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Briefs and Othér Related Dogurnents

Nationsl Jockey Club v. GanassiN.D.IIL,2006.0nly
the Westlaw citation is currently available.

United States District Court,N.D. Iilinois, Eastern
Division,
NATIONAL JOCKEY CLUB, Plaintiff,
V.
Floyd “Chip” GANASSI and Ganassi Group, L.L.C.,
Defendants.
No. 04 C 3743,

March 22, 2006.

Jaies Ravmond Pranger, David Seth Arpentar,
Chuhak & Tecson, P.C., Chicago, IL, for Plaintiff.
Brian William Bell, Joseph Paul Kincaid, Abosede
Olasimbo Odunsi, Swatison, Martin & Bell, Keely V.
Lewis, Schiff Hardin LLP, Chicago, IL, for
Defendants.

MEMORANDUM OPINION AND ORDER

NOLAN, Magistrate J.

*1 This matter is before the Court on Defendants'
Motion to Compel [59-1]. Defendants seek
production of ‘document number PRIV 0001399-
1600. Plaintiff National Jogkey Club (“NIC”)
contends that the document jis protected from
disclosure by the work product doctrine and the
attorney-client privilege. Because the work product
doctrine applies, the Court need not reach the
question of whether the attorney-client privilege
applies. Defendants' Motion to Compel [59-1] is

DISCUSSION

Federal Rule of Civil Procedure 26(b)(1) prescribes
the scope of matters upon which a party may seek
discovery. “Parties may obtain dtscovery regarding
‘any matter, not privileged, that is relevant to the
claim or defense of any party ... Relevant information
need not be admissible at trisl if the discovery
appears reasonably calculated to Jead to the discovery
of admissible evidénce:” FedR.Civ.P. 26(b){1). A
‘document may be protected by the work-product
privilege if it i3 creatéd by an attomey “in
-anticipation of ltigation” FedR.Civ.P:. 26(b)}(3};
Logan v. Commercial Union Ins. Co., 96 F.3d 971,

Page 1

976 (7th Cir.1996). An assertion of work-product
privilege may be overcome upon a showing of
“substantial need” and “undue hardship,” but the
courts are cautioned to give even greater protection to
attorney opinions which include mental impressions,
conclusions, or legal theories concerning prospective
litigation. Logan, 96 F.3d at 976, 1. 4 (stating
FedR.Civ.P. 26(b)(3) “expressly admonishes courts
to give even greater protection against disclosure of
opinion work product, meaning ‘the: mental
impressions, conclusion, opinions, or legal theories of
an attorney or other represemtative of a party
concerning the litigation.™ *).

“Prudent parties anticipate litigation, and begin
preparation prior to ‘the time suit is formally
commenced.” Brinks Mfe. Co. v. Nat'l Presto Indus.,
Inc., 709 F.2d 1109, 1118 (7* Cir.1983). The test for
determining whether the work product doctrine
protects materials from disclosure 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 prospect of litigation.” ' Jd. at 1118
(7% Cir.1983) (quoting anm & Miller, Federal
Practice & Pr Civil, Section 2024). The work
product doctrine encompasses docitments prepared in
anticipation of litigation by a party's representative or
agent. See Fed.R.Civ.P. 26(bX3) (covering material
“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 attorney,
consultant, surety, indemnitor, insarer, or
agent)....”")). Moreover, “[t]he work-product privilege
protects documents prepared in anticipation of
litigation regardless of whether the anticipated
litigation ever occurs.” In re: Sealed Case, 146 F.3d
881, 888 (D.C.Cir.1998).

*2 The documen: at issue is a single spaced, two-
page legal research memorandum prepared by an
attorriey in George Lalich's firm (Kate Spoto) and is.
addressed to George Lalich for the purpose of
advising Charles Bidwill III, one of NIC's membiers,
regarding legal rights and a potential cause of action
against defendant Floyd Ganassi. The legal
memorandum is dated January 4, 1999, NICs
privilege log discloses that the subject matter of the
memorandum relates to an oral agreement between
Bidwill apnd Ganassi. Lalich's firm apparently
represented NJC as well as CMS, NJC points.out that

© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works.
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the CMS operating agrsement was not executed until
Maich, 1999.

Defendants assert that NIC has failed to establish that
the memorandum was prepared in anticipation of
litigation. The Court has reviewed the memorandum
in camera and concludes that it may be withheld as
work product because it was prepared in aaticipation
of litigation, It is clear from the nature of the
document that the primary motivation behind the
creation of the legal memorandum was to assist in
determining whether to pursue litigation and to aid in
possible future litigation. Brinks, 709 F.2d at 1119.
The legal memorandum provides the atterney's
analymofﬁmmmﬂsofapotcnnalclambyChaﬂes
Bidwill IIT against Floyd Ganassi regarding an oral
agreement, Contrary to Defendants' assertion, the
legal memorandum wes not prepared in the ordinary
course of CMS' business endeavors, Moreover, the
bill of the Lalich firm submitted by Defendants does
not establish that Defendants or CMS paid for the
legal memorandum. On its face, the bill indicates on
page one that $11,875.60 was atiributable to work
done for NJC and $13,622.05. was attributeble to
work performed for CMS. Finally, Defendants have
made no claim of substantial need for the materials.
Fed.R.Civ.P: 26(b)(3).

Defendants alternatively argue that NJC owes a
fiduciary duty of loyaliy, care, good faith, and fair
dealing to Deféndants and cannot withhold
documents from them related to CMS, In 1998, NIC
and Ganassi Group formed CMS as an Illinois
limited Liability company, Defendants state that NJC
was the controlling member of CMS. Defendants cite
Morfardini v. Dwight, et af, 2004 WL 533132
{N-D.I1l. March 15, 2004); for the proposition that a
fiduciary cannot witlihold communications with an
attorney from persons to whom he has a fiduclary
responsibility. Monfardini dealt with the fiduciary
exeeption to the attorney-client privilege. This
exception recognizes that a communication between
a client and its atiomey may not be privileged from
‘those o whom a client owes a fiduciary duty where
the party claiming the exception demonstrates a
fidyciary relationship and good cause for overcoming
the privilege. Defendants argue that NJC cannot,
consistent with its fiduciary duties as a member of
CMS, withhold documents from Defendants related
to the CMS venture on the basis of the work product
doctrine.

It is not clear that the fiduciary exception to the
attomey-client privilege applies to the work-product
doctrine, and Defendants have failed to provide any

Page 2

analysm demonstrating its apphcabxhty See Donavan

(nonng that the fiduciary exception to ﬂm attorney
client privilege “cannot be readily applied to defeat
the work-product rule.”). In any évent, Defendants
have not made a good cause showing. The Court
recognizes that Defendants have not seen the
document and can only speculite as to its contents,
but the mere assertion of a fiduciary relationship does
not overcome the privilege. Moreover, it: does not
appear from the record that good cause exists. NIC
states that Mr. Bidwill decided not pursue the
potential claim discussed in the legal memorandum.
The memorsndum contains the results of legal
research by counsel and her opinions and analysis of
a potential claim by Mr. Bidwill against Mr. Ganassi-
relating to an oral agreement. There has been no
showing that counsel's opinions, analysis, or advice
regarding an oral agreement between these gentlemen
are at issue with respect to any claim, affirmative
defense, or counterclaim in this lawsuit. Even if the
Court was wrong about the relevance of the potential
claim relating to the oral agreement, the Court would
not find good cause. If necessary, Deféndants conld
obtain the ‘information contained in the legal
memorandum by conducting their own legal research
and analysis. This is not a situation where the
withheld document contains the enly existing. proof
of a fact that is not available elsewhere.

N.D.1.,2006.

National Jockey Club. v, Ganassi

Not Reported in F.Supp.2d, 2006 WL 733549
(N.D.IIL)

Briefs and Other Related Documents (Back to top)

+ 2005 WL 3286751 (Trial Motion, Memorandun
and Affidavit) Plaintiff's Reply on Status of
Discovery Issugs (Oct. 20, 2005) Original Image of
this Document (PDF)

» 2005 WL 2241113 (Trial Motion, Memorandum
and Affidavif) Opposition to Defendants' Motion to
Compel (Jul, &, 2005) Original Image of this
Document with Appendix (PDF)

» 2004 WL 2814583 (Trial Pleading) Answer to
Counterclaim (Sep. 14, 2004) Original mage of this
Document (PDF)

» 2004 WL 2814580 (Trial Pleading) Answer,

Affirmative Defenses and Counterclaim (Ang. 16,

2004) Original Image of this Document (PDF}

+ 2004 WL 2814574 (Trial Pleading) Complaint. (Jun.
1, 2004) Original Image of this Document with
Appendix (PDF)

» 1:04¢v03743 (Docket) (Jun. 01, 2004)
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LEXSEE

JUDITH A. NEAL, Plaintiff, v. HONEYWELL, INC., aud ALLIANT
TECHSYSTEMS, INC., Defendants.

No.93 C1143

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
ILLINOIS, EASTERN DIVISION

1995 U.S. Dist. LEXIS 14488

October 3, 1995, Decided
October 4, 1995, DOCKETED

CASE SUMMARY:

PROCEDURAL POSTURE: Plaintiff, an employee,
sued defendant, her former employer and a munitions
manufacturer, for retatiation when she "blew the whistle"
by making an internal report of falsification of ammuni-
tion test data at the employer's arsenal plant. She alleged
constructive discharge by her supervisors' threats of
physical harm to her. The employer objected to a magis-
trate judge’s grant to the employee of hér motion to com-
pel the production of decuments.

OVERVIEW: The contested motion rélated to the em-
ployer's disclosure of privileged documents to the De-
pattment of Defense and later disclosure of other privi-
leged decuments to the U.S. Auorney. The employer
then claimed attorney-client privilege in regards to other
documents and refused to turn them over to the .S, At-
toriiey. The magistrate judge had ruled that voluntary
disclesure constituted a waiver of the attormey-client

privilege because the employer had waived the privilege:

by disclesing the documents o the Defense Department
and the U.S. Attorney, both of which were adversarial to
the employer. On appeal, the court held that the magis-
raie judge's helding that the employer's voluntary dis-
closure to the government constituted a waiver of the
attorney-client privilege as to all materials relating to the
same subject matter was not ¢learly erroneous or con-
trary te law, The court alse concluded that the magistrate
judge’s determination that the employer must disclose all
materials subject to the attorney work-product doctrine
was contrary to kaw to the extent it required the employer
to disclose its attorneys' mental impressions, conclusions,
opinions, and legal theories.

OUTCOME: The court set aside only that portion the
magistrate judge’s order, as clearly erroneous or contrary

to law, which required thé employer to produce docu-
mients, not previously preduced to the government, con-
taining the mental impressions, cesclusions, opinions,
and legal theories of its attorneys.

CORE TERMS: disclosure; attorney-client, subject
matter, privileged, voluntary disclosure, work-produet,
legal theories, impressions, interview, work product,
waived, waive, interndl investigation, conirary to law,
disclose, withheld, motion to compel, confidentiality,
cooperation, certain point, confidence, disclosing, brief-
ing, election, tactical advantage, outside counsel, indict-
ment, thirty-two, falsified, anticipation of litigation

LexisNexis(R) Headnotes

Civil Procedure > Discovery > Privileged Matters >
General Overview

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentiality of
Informution

{HN1] The purpose of the attorney-client privilege is to
protect the confidentiality of attorney-client communica-
tions in order to foster candor within the atiorney-client
relationship, voluntary breach of confidence or selective
disclosure for tactical purposes waives the privilege.

Civil Procedure > Discovery > Privileged Matters >
General Overview

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentiality of
Information
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[HN2] The general rule behind subject matter waiver is
that the attorney-client privilege should not be used se-
lectively to disclose privileged miatters where the disclo-
sure benefits the party asserting the privilege, while
shielding from disclosure those matteis which would
injure that party, because such use wiuld be urifair to the
party's adversary.

Civil Procedure > Judicial Officers > General Overview
Civil Procedure > Discovery > Privileged Mutters >
Work Product > General Overview

Civil Procedure > Appeals > Standards of Review >
Clearly Erroneous Review

[HN3] The courts may modify or set aside any portion of
the magistrate judge's order found te be clearly erroneous
or contrary te law under Fed. R. Civ. P. 72(a),

Civil Procedure > Appeals > Standards of Review >
Clearly Erroneous Review

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentinlity of
Information

[HN4] Courts need not allow a claim of privilege when
the party claiming the privilege seeks to use it in a way
that is not consistent with the purpose of the privilege.
Thus, since the purpose of the attorney-client privilege is
to protect the confidentiality of attorney-client communi-
cations in order to foster candor within the attorney-
client relationship, voluntary breach of confidence or
selective disclosure for tactical purposes waives the
privilege.

Civil Procedure > Discovery > Privileged Matters >
General Overview

Evidence > Privileges > Attorney-Client Privilege >
General Overview

Legal Ethics > Client Relations > Confidentiality of
Information '
[HN3] A party cannot selectively divulge privileged in-
formation without impairing its attorney-client privilege
as to the rest of that information concerning the same
subject. The privilege exists in the first instance to en-
courage communication from a client to his attorney, and
for that reason the ¢onfidence of such communications
must be protected. Once a party abandons this cenfi-
dence by submitted privileged material in the discovery
proceeding, the ratienale of the privilege is dissipated,
insofar as the sobject matter of the disclosure is con-
cerned,

Civil Procedure > Discovery -> Privileged Matters >
General Overview

Legal Ethics > Chent Relations > Confidentiality of
Infermation

[HN6&] When a party's conduct reaches a certain.point of
disclosure fairness requires that the privilege should
cease whether the party intended that result or not. A
party cannot be allowed, after disclosing as much ad he
pleases, to withhold the remainder. He may elect to
withhold or te disclese, but after a eertain point his elec-
tion must remain final.

COUNSEL: [*1] For JUDITH A NEAL, an individual,
plaintiff: William J. Holloway, Michael John Leech,
William G. Swindal, Robert Hill Smeltzer, Hinshaw &
Culbertson, Chicago, IL.

For HONEYWELL INC, a corporation, ALLIANT
TECHSYSTEMS INC., a corporation, defendants: James
A. Burstein, Timothy F. Haley, Thomas Hill Peckham,
Kristin E Michaels, Seyfarth, Shav, Fairweather & Cer-
aldson, Chicago, IL. Paul E. Freehling, D'Ancona &
Pflaum, Chicage, IL.

JUDGES: Paul E. Plunkett, UNITED STATES
DISTRICT JUDGE

OPINION BY: Paul E. Plunkett

OPINION:
MEMORANDUM OPINION AND ORDER

This case is before us on the objections of defen-
dants Honeywell, Inc. ("Honeywell"), and Alliant Tech-
systems, Inc., to Magistrate Judge Rosemond's Order of
May 22, 1995 (the "Order"), granting plaintiff Judith A.
Neal's ("Neal") second Rule 37(a) motion to compel the
production of documents, For the reasons set forth be-
low, we set aside only that portion of the magistrate
Jjudge's order; as clearly erroneous or conirary to law,
which requires Honeywell to produce documents not
previously preduced to the government which contain
the mental impressions, conclusipns, opinions, and legal
theories of its attorneys.

Background

[*2] L Setting the Scene

The facts of this case are set forth in the Order, and
we do not restate them in detail here, nl In a nutshell,
Neal has sued the defendants for retaliating against her,
allegedly by her supervisors' threats of physical harm-and
intimidation which led to her constructive discharge,
afier she made an internal report of falsification of am-
munition test data at Honeyweli's Joliet Arsenal plant.
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When Neal first reperted to Honeywell that test data was
being falsified in March 1987, the company immediately
relayed that information to the federal government -asid
began an internal investigation, The government began
its own investigation as well. Honeywell understood
from the beginning that it faced possible debarment from
further defense contracts and criminal indictment if the
test data had in fact been falsified. The government's
investigation lasted until the end of 1991. Ultimately,
fraud in the test data was confirmed, and while Honey-
well itself avoided indictment, it paid & seftlement of
approximately $ 2.5 million and two of its émployees
pleaded guilty to defrauding the United States.

nl A brief statement of facts is also con-
tained in the Seventh Circuit's decision in thig
case, Neal v. Honeywell. Inc., 33 F.3d 860, 861
(7th Cir, 1994),

[*3]

This motion relates to Honeywell's initial disclosure
of certain privileged documents to the Office of the In-
spector General of the Department of Defense ("IG-
DeD") and its later disclosure of other privileged docu-
ments to the United States Attorney here in Chicago.

IL. Disclosure to the Departmient of Defense

In August 1987, Honeywell and the IG-DoD, with
the concurrence of the Department of Justice, entered
into an agreement (the “Agreement”) under which Hon-
eywell would produce certain decuments to the IG-DoD
and provide certain assistance in the IG-DoD's investiga-
tion. (Def.'s Reply Br., Ex. A.) The Agreement identified
the documents Honeywell would disclose as follows:

Honeywell has provided the {IG-
DeD] a copy of the Honeywell Report
dated 18 May 1987 covering its internal
investigation of quality testing procedures
at the [Honeywell Joliet Arsenal] first
made. known fto. the Government on 6
March 1987. Supporting data for the Hon-
eywell Report and information generated
during the course of preparing that Report
will be made available. In addition, Hon-
eywell will provide a listof all individuals
interviewed on the subject. Honeywell
will also provide information [*4] con-
cerning internal disciplinary action taken
with respect to violations of corporate
policy and a complete description of its
efforts 1o assure against recurrence: Upan
request, Honeywell will provide assis-
tance to Government investigators and

auditors in their investigation of the facts
and verification of the report.

With respect to the [Honeywell Joliet
Arsenal] investigation, and subject 1o the
foregoing agreement regarding assertion
of the attorney-client privilege and/or the
attorney-work preduct privilege, Honey-
well will:

A. Provide the IG-Dol} ac-
cess to and copies of all

additional ‘documents.
which the IG-DoDl} deems
necessary ....

(Id. at 2-3.) The Agreement also addressed Honeywell's

‘claim of attorney-client privilege regarding some of the

documents sought by the IG-DeD. In this respect, the

‘Agreement stated, in pertinent part:

Honeywell presently intends to pre-
serve these privileges to the extent that
they may exist. The IG-DoD reserves the
right to seek compulsory production of
such information if, in its judgment, the
information is deemed necgssary Lo its in-
vestigation. To tesolve the uncertaiaty in
this area, Honeywell, [*5] the Depart-
ment of Justice and the IG-DoD agree that
Hoaneywell's delivery of the Report and
other information provided will not be
viewed as a waiver of such privilege as
may otherwise be applicable.

(1d. at 2.) While the Agreement allowad for the IG-DoD
to forward the documents Honeywell produced to other

‘government agencies, it did not address directly Honey-

well's production of documents te any other agency of
the federal government,

II1. Disclosure to the United States Attorney

In 1988, the office of the United Stiates Attorney in
Chicago was cdonsidering criminal charges against Hori-
eywell and its employees over the falsified test data. In
December of that year, a dispute arose between Honey-
well and the United States. Attorney over Honeywell's
refusal to turn ‘over the notes of thirty-two interviews it
conducted with its own employees in the course of its
intemal investigation. Honeywell claimed that the docu-
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ments were protected from disclosure by the attorney-
client privilege and the attorney work-product doctrine.
On December 5, 1988, Anton Valukas ("Valukas"), the
United States Attorney, sent & letier to. Honeywell's in-
house counsel, A, Allen Gray ("Gray") [*6] and outside
counsel, requesting the production of the deocuments
"without resiriction or condition on their use." {Def.'s
Reply Br., Ex. B, Valukas letter of 12/5/88.) The letter
noted further:

Honeywell has suggested that it
should not be indicted in connection with
the quality testing. procedural irregulari-
ties at the Joliet Arsenal. One of the ar-
;guments in support of this suggestion is
the nature and extent of Honeywell's co-
operation with the government in connec-
tion with this watter. This office, of
course, will consider such cooperation in
deciding what ultimate disposition of this
case is -appropriate, You should under-
stand, however, that the continued refusal
to produce the requested materials will
substantially affect the value this office
assigns to Honeywell's cooperation.

(Id.) In its respense, Honeywell agreed to produce only
redacted versions of the interview notes felating to two
former employees and suggested that the Agreement
itself should prevent Honeywell's indictment. {Def's
Reply Br., Ex. B., Bergerson letter of 12/9/88.) The
United States: Attorney rejected this proposal and pressed
for disclosure of all the interview notes, reminding Hon-
eywell that [*7] the Agreement explicitly stated that the
government had miade no promise not to prosécute Hon-
eywell. (Def's Reply Br, Ex. B., Valukas letter of
12/19/88.) On January 5, 1989, Honeywell turned over
all the interview notes. (Def.'s Reply Br., Ex. B, Gray
letter of 1/5/89.)

The magistrate judge concluded that Honeywell had
disclosed the interview notes pursuant to the Agreement,
and Neal disagrees. Because we find that the issue is not
refevant to our decision here, we do not address it.

IV. The Proceedings Before the Magistrate Judge

In brigfing the miotion to compel, Honeywell urged
the magistrate judge to follow the Eighth Circuit's rea-
soning in Diversified Indus., Inc. v. Meredith, 572 F.2d
596 (Bth Cir. 19773 (en banc), in which the court held
that the voluntary disclesure of privileged materials to
the government constituted only & "limited waiver” and
did not waive the privilege as to other parties. The mag-
istrate judge did not address Diversified in the Order, but
he implicitly rejected Honeywell's position when he cited

the Third Circuit's decision in Westinghouse v, Republic’
of the Philippines, 951 F.2d 1414 (3d Cir. 1991). n2 In
Westinghouse, [*§] the Third Circuit explicitly rejécted
Diversified on the grounds that the "limited waiver" the-
ory did not promote full disclosure by a client to his at-
torngy, but merely encouraged voluntary disclosure to
governmental agencies; an extension of the attorney cli-
ent privilege beyond its intended purpose. Id. at 1424.

2 There is a split in the circuit courts of ap-
peals on this issue, although several circuits, in-
cluding the Seventh Circuit, have not addressed
it. Of the tourts that have, the majority have con-
cluded that voluntary disclosure of privileged ma-
terials 1o the government waives. the privilege as
to the documents tirmed over ta the gbvernment.
See, e.g., United States v. Billmyer, 57 F.3d 31
(1st Cir. 1995} (affirmative use of privileged. in-
formation by voluntary disclosure to the govern-
ment waived privilege, at least in circumstance of
former employee facing criminal charges arising
from samé incidents); In re Steinhardt Partners,
L.P.. 9 F.3d 230 ¢2d Cir. 1993) (attorngy-work
product claim waived where ‘memorandum had
been voluntarily dxsclosed to the SEC)

E.2d 1414 (3d Cll‘ 1991) (voluntary dlSClﬁSlIl‘eS

to investigating. governmental agencies waived
protections of both attorney client privilege and
atiorney work-product decirine); In _re Martin
Marietta, 856 F.2d 619 (4th Cir. 1988), cert. de-
nied, 490 1.8, 1011, 104 L. Ed. 2d 169, 109 8.
Ct. 1655 (1989) (company's disclosure of privi-
leged maiters to government in effort to settle
criminal investigation constituted subject matter
waiver as to actual disclosures and underlying
data); Permian v. United States, 214 U.S. App.
D.C, 396, 665 F.2d_ 1214 (DC. Cir. 1981) (dis-
closure of documents to SEC constituted waiver
of privileges as 1o other federal agencies). But see
Diversified Indus., Inc. v. Meredith, 572 F.2d 596
(8th Cir. 1977). (en banc) (articulating "limited
waiver" theory),

[*91

The magistrate judge granted the motion to compel.
He reasoned that Honeywell's disclosure of privileged
materials to the govérnment pursuant to the Agreement
constituted a subject matter waiver of both the dttorney-
client privilege and the attorney work-praduct privileges
to all other documents relating to the same issues. He
ordered Honeywell to praduce the following documents:
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(a) the Honeywell Report,
(b) the supperting data for the Report,

{c) Information generated during the
course of preparing the Report,

(d) Identification of the individuals
against ‘whom disciplinary action was
taken or contemplated,

(e) Docunients reflecting the intensity and
degree of Honeywell's concern, including
that of its employees, with the Govern-
ment's investigation (and Honeywell's)
and the potential consequences of these
investigations,

(f) Any and all attorney-client privilege
documents and any and all work preduct
documents relating to the above which are
relevant to the issues in this ¢ase.

Order at 12. The magistrate judge concluded that, regard-
less of the provision in the Agreement that voluntary
disclosure would not constitute & waiver of the attorney-
client [*10] privilege, Honeywell had in fact waived the
privilege by disclosing the documents to the 1G-DoD -and
the United States Attorney, both of which were in adver-
sarial positions to Honeywell. He noted:

Since " [HN1] the purpose of the attor-
ney-client privilege is to protect the con-
fidentiality of attorney-client communica-
tions in order to foster candor within the
attorney-client relationship, voluntary
breach of confidence or selective disclo-
sure for tactical purposes waives the. privi-
lege."

Order at 7 (citing In re Sealed Case, 219 U.S. App. D.C.
195. 676 F.2d 793. 818 (D.C. Cir. 1982,

During the course of briefing the motion to compel
before the magistrate judge, Honeywell agreed to pro-
duce to Neal the thirty-two interview notes, subject to
Neal's agreement that the disclosure of those documents
would not constitute a subject matter waiver as to any
other materials. However, Honeywell apparently failed
to turn over the documents until the magistrate judge
entered an order requiring them to do'so on June 5, 1995.

¥. The Current Dispute

Honeywell has filed objections to the Order on the
grounds that its disclosure of privileged materials to the
government does [*11] not constitute a subject matter
waiver. In support of its position, it relies upon our deci-
sion in Chamberlain Mfg. Corp. v. Maremorit Corp., in
which we held that the disclosure to the Department of
Defense of the report of an internal investigation con-
ducted by outside counsel did not constitute a subject
matter waiver as to the underlying doeuments and miate-
rials upon which the report was based. Furthermore, it
contends that the "fairness doctring” n3 does hot require
disclosure here because Honeywell has not used these
materials to gain an advantage against Neal, Finally,
Honeywell argues that, if we should conclude that sub-
ject matter waiver has occurred, then its "opinion” work
product should nonetheless be shiclded from discovery.
With regard to the specific documents which the magis-
trate judge ordered it to produce to Neal, Honeywell in-
dicated that it objects to producing only the documents
identified in subparagraph (f) of the Qrder. (See supra at
7.} It is our understanding that Honeywell has produced
to Neal all the privileged documents it turned ever to the
government,

n3 [HN2] The general rule behind subject
matter waiver is that the attorney-client privilege
should not be used selectively to disclose privi-
leged matters where the disclosure benefits the
party asserting the privilege, while shielding from
disclosure those matters which would injure that
party, because such use would be unfair to the
party's adversary. In re Weisman, 835 F.2d 23, 26
(7th Cir. 1987).

[*12]
Discussion

Neal's motion to compel was referred to the magis-
trate judge under Rule 72(s) of the Federal Rules of Civil
procedure. As a result, [HN3] we may modify or set
aside "any portion of the magistrate judge's order found
to be clearly erroneous or contrary to law.” Fed. R. Civ,

P, 72(a).

Despite the attention the parties have given to other
issues in their current briefing, Honeywell's objection to
the order requires us to answer the following question:
does the voluntary disclosure to the government of mate-
rials protected by the attormey-cliemt privilege and the
attorney work-product doctring waive those privileges as
to all other materials on the same subject matter? As we
noted above, the magistrate judge concluded that it did
because Honeywell had made the disclosures to adver-

Page 5



Case: 1:02-cv-05893 Document #: 751 Filed: 11/03/06 Page 52 of 115 PagelD #:16581
1995 U.S. Dist. LEXIS 14488, *

saries in order to gain a tactical advantage: We must de-
termine only if that conclusion was clearly erroneous or
contrary to law.

As the magistrate judge notéd, voluntiry disclosure
of privileged documents to an adversary is generatly held
to be an "implied waiver" of the attorney client privilege
as to other documents on the sanie subject midtter. He
relied upon the Distri¢t of Columbia Court [*13] of Ap-
peals' decision in In re Sealed Case. 219 U.S. App. D.C.
195, 676 F.2d 793 (D.C. Cir. 1982}, There, a company
had cooperated in investigations by the IRS and the SEC
into the alleged payment of bribes to foreign and United
States government officials. Id. at 799-800, Part of that

cooperation included voluntarily disclosing the resolts of

the company's own investigation into the bribery allega-
tions. Id. at 800-01. Subsequently, when the company
was being investigated by a grand jury regarding the
alleged bribes and pessible efforts by company execu-
tives to mislead the government during the earlier gov-
ernment investigations, the company sought to withhold,
under the attorney client privilege and the attorney work
product doctrine, certain documents subpoenaed by the
grand jury which related to the same subject matter as
the materials it had voluntarily disclosed. Id. at 803-05,
The court rejected the company's position as to some of
the documents, explaining,

[HN4]

Courts need not allow a claim of privilege
when the party claiming the privilege
seeks to use it in a way that is not consis-
tent with the purpose of the privilege.
Thus, since the purpose of the attorney-
client [*14] privilege is {o protect the
confidentiality of attorney-client commu-
nications in order to foster candor within
the atforney-client relationship, voluntary
breach of confidence or selective disclo-
sure for tactical purposes waives the privi-
lege.

Id. at 818.

While the Seventh Circuit has not addressed this is-
sue, it has given some indication that it would agree with
the reasoning on implied waiver, or subject matter
waiver as it is sometimes called, used in Sealed Case. In
In re Continental T1, Securities Litigation, 732 F.2d 1302
(7th Cir. 1984), the Seventh Circuit noted the holding in
Sealed Case regarding snbject matter waiver, but con-
cluded that it did not need to find that the privileges had
been waived on the facts before it. Id. at 1314. Subject
matter waiver has also been recognized in this disirict. In
In re Intt Harvester's Disp. of Wisconsin Steel, 666 F.

Supp. 1148 (N.D. Tll. 1987). the district coart, though not
citing Sealed Case, used similar reasoning. Noting that
subjoect matter waiver is the general rule, the court quoted
at length from a district court decision by Judge Flaum:

" [HNS5] a party cannot selectively divulge
privileged [*15] information without im-
pairing its attorniey-client privilege as to
the rest of that information cenicerning the
samie subiect. . . . The privilege exists in
the first instance to encourage communi-
cation from a client to his attorney, and
for that reason the confidence of such
communications must be protected. . . .
Once & party abandons this confidence by
submitted privileged material in the dis-
covery proceeding, the rationale of the
privilege is dissipated, insofar as the sub-
ject matter of the disclosure is con-
cerned."

666 F. Supp. a 1153 (quoting B & J Mig. Co. v. FMC

Corp., 21 Fed. R. Serv. 2d (Callaghan) 1119, 1119-20
(NLD. Ili. 1975)). The court in Wisconsin Steel, 666 F.
Supp. at 1153, also cited Sylgab Steel & Wire Corp. v.
Imoco-Gateway Corp., 62 ER.D. 454 (N.D. I 1974),
aff'd mem., 334 F.2d 330 (7th Cir. 1976); in which Judge
Bauer had explained: '

[FING] |
Whern a party's conduét reaches. a certain
point of disclosure fairness requires that
the privilege should cease whether the
party intended that resuit or net. A party
cannot’ be. allowed, after disclosing as
much as he pleases, to withhold the re-
mainder. He may elect to withhold or to
disclose, but after [*16] a certain point
his election must remain final.

62 F.R.D. at 457-58. Although we recognize that this
specific gtiestion 15 an open one in this circuit, we con-
clode that the magistrate judge's holding that Honey-
well's voluntary disclosure to the government constitutes
a waiver of the attorney-client privilege as to all materi-
als relating to the same subject maiter was not clearly
eITonenus or contrary to law.

Honeywell urges us to set aside the magistrate
judge's order based upon our decision in Chamberlain
Mfg. Corp. v. Maremont Corp. 04 There, upon learning
of a government investigation into possible fraud by its-
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newly-acquired subsidiary, Chamberlain retained outside

attorneys to conduct an infernal investigation. o5 The

attorneys summarized the results of that investigation in

a report which Chambetlain voluntarily disclosed to.the

Department of Defense. In the course of the subsequent
civil litigation, Maremont obtained the report and nioved
to compel production of the underlying memoranda and

other matérials, which had never been turned over to the

government. In setting aside Magistrate Judge Bobrick's
order compelling' Chamberlain to produce the underlying
materials, [*17] we concluded that, based upon Upjohn
Co, v. United States, 449 1.8, 383. 66 L. Ed. 2d 584, 101
S, Cu. 677 (19811, dissemination of the report to the gov-

ernment did not waive the privilege as to the underlying:

materials.

nd Def's Br., Ex. D, Memorandum Gpinion
and Order, Jannary 15, 1993, Case No. 90 C
7127.

nS The law firm which conducted the inves-
tigation and which represents Chamberlain in that
case, which is now set for trial, is the same law
firm which represents Honeywell in this case.

Honeywell's reliance on Chamberlain is misplaced,
As we explained there, A corporation prepares. and pub-
lishes an internal teport about "questionable payments”
abroad; we know from Upjohn Co. that it does not follow
that the government has access to the interviews underly-
ing the published report.” Memorandum Opinion and
Order, Januvary 15, 1993 (quoting In re Feldberg, 862
F.2d 622, 629 (Tih Cir. 1988Y). Here, in coritrast to both
Upjohn and Chamberlain, Honeywell voluntarily dis-
closed to [*18] the government, and has now disclosed
to Neal, the privileged materials underlying its report.
The extent.of Honeywell's disclosure of privileged mate-
rials is significantly greater than the disclosure in Cham-
beriain, and, in our view, is dispositive. -As Judge Bauer
said,

When a party's eonduct redches a certain
point of disclosure fairness requires that
the privilege should cease whether the
party intendéd that resnlt or not. . . . He
may elect to withhold or to disclose, but
after a certain point his election must re-
main final.

S¥lgab, 62 ER.D. at 457-38. As we understand it, Hon-
eywell disclesed to the government, whether the IG-DoD

or the United States Attorney, a significant portion of the
privileged materials relating to its internal investigation.
And, in this case, it has mrned over to Neal all of the
documents it gave to the government. Honeywell's con-
duct has reached the point at which, in Judge Bauer's
words, its “election must remain final.

Our conclusion is the same regarding the magistrate
judge's additienal determination that Hoeneywell had
waived. the attorney work praduct privilege by disclosing
those materials to an adversary. Honeywell clearly [*19]
gained a tactical advantage from its disclosures 1o the
government. Honeywell's participation in the Department
of Defense's voluntary disclosure program, memorialized
in the ‘Agreement, included its obligation to produce its
report and materials underlying that report, undoubtedly
so that the government could verify the report's accuracy
and completeness. This disclosure implicated privileged
materials from the beginning. See Sealed Casé, 676 F.2d
at 818-20 (outlining SEC's voluntary disclosure program
and its implications regarding attorney-client privilege).
In return, Honeywell received the possibility, though not
the guarantee, of lenient weatment. The same is true re-
garding Honeywell's disclosure of the thirty-two inter-
view notes to the United States Attorney, for the ex-
change of correspondence regarding those notes makes
clear that the United States Attorney would not have
looked favorably on Honeywell's refusal to cooperate on
that issue, In each instance, Honeywell cooperated with
the government in hopes of more lenient treatment than it
could reasonably have expected to receive in the  absence
of that cooperation, or, in other words, to gain a tactical
advantage.

Finally, [*20] Honeywell contends that if a subject
chatter waivéer hds occurred, it should net extend to opin-
ion work product. While "the atterney-client privilége
promotes the attorney-client relationship, and, indirectly,
the functioning of our legal system, by protecting the
confidentiality of communications between clients and
their attorneys . . , in contrast, the work-preduct doctrine
promotes the adversary system directly by protecting the
confidentiality of papers prepared by or on behalf of at-
torneys in anticipation of litigation." Westinghouse, 951
E.2d at 1428, Some courts, primarily the Fourth Circuit,
have made a distinction between opinion and non-
opinion work product. The Fourth Circuit has defined
opinion work product as an attorney's mental impres-
sions, opinions and Ie_gal_ thcorics. In re Martin Marietta,
856 F.2d 619, 624-26 (4th Cir. 1988). The Seventh Cir-

cuit has defined work product generally. as potentially

"encompassing any document prepared in anticipation of
litigation by or for the attorney," In re Special September
1978 Grand Jury (iD). 640 F2d 49, 62 (7th Cir. 1980).
While the Seventh Circuit has not explicitly adopted the
"opinion vs. non-opinion" work product [¥21] bifurca-
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tion used by the Fourth Circuit, it has recognized a dif-
ference, at least in the context of the crime-fraud excep-
tion to the privilege, hetwéen information furnished to an
attorney and an attorney’s mental impressions, concli-
sions, opinions, and legal theories. In In re Special Sep-
tember. 978 Grand Jury (IT). 640 F.2d 49 (7th Cir.
1980). it concluded that even fraud by the client did not
overcome the attorney's entitlement to privacy regarding
his mental impressions, conclusicns, opinions, and legal
theories, Id. at 63, n6 Here, there is no evidence indicat-
ing a continuing fraud by Honeywell, and so the circum-
stances are more compelling in favor of protecting the
confidentiality of these materials.

n6 There, the Seventh Circuit analyzed sepa-
rately the client's and the attorney's entitlements
to elaith the protection of the work-produét doc-
tririe, and concluded that the attorneys were enti-
tled to assert the work-product doctrine to protect
their mental impressions, conclusions, bpinions,

and legal theories,. although the client conld not

by reason-of its fraud. 640 F.2d at 63. This case is

distinguishable because the client, Horieywell, is

asserting the privilege. However, there has been
no occasion here for the attorneys who prepared
these materials to assert the work-product doc-
trine independently of Honeywell, and so this
factual distinetion does not require a different re-
sult.

[*.22]

On this basis, we think the Seventh Circuit would
recognize: the same distinction here. We conclude that
the magistrate judge's determination that Honeywell
must disclose to Neal all materials subject to the attorney
work-product doctrine is contrary to law to the extent it
requires Honeywell to disclose its attorneys' mental im-
pressions, cenclusions, opinions, and legal theories.
Heneywell may withhold from disclosure those materials
not previously produced to the government which consti-

tute the mental impressions, conclusions, opinions, and

legal theories of its in-house and outside counsel, How-
ever, to the extent a single document contains both pro-

tected and unprotected material, the protected material
shall be redacted, and the remainder of the document

shall be produced to Neal.
Conclusion

For the forgoing reasons, we set aside only that por-
tion the magistrate judge's order, as clearly erroneous or

contrary to law, which requires Honeywell to produce

documents, not previously produced to the government,
containing the mental impressions, conclusions, opin-
ions, and legal theories of its attorneys.

ENTER:
Paul E. Plunkett
UNITED STATES DISTRICT JUDGE [*23]

DATED: October 3, 1995
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SECURITIES & EXCHANGE, COMMISSION, Plaintiff, v. GREGORY A.
BRADY, et al., Defendant.

Civil Action No. 3:05-CV-1416-M

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF
TEXAS, DALLAS DIVISION

2006 U.S. Dist. LEXIS 74979

Oktober 16, 2006, Decided
October 16, 2000, Filed

PRIOR HISTORY: Sec. & Exch.. Comm'n v. Brady,
2006 U.S. Dist. LEXIS 73000 (N.D. Tex.. Oct. 6, 2006)

CASE SUMMARY:

PROCEDURAL POSTURE: Plaintiff Securities and
Exchange Conimission (SEC) brought suit against de-
fendam former corporate officer alleging accounting
mpmpnenes The officer filed a motion under Fed. R.
Ciy. P. 26(b¥1)-to compel the production of documents
by the corporations' audit commitise and its law firm.

The commitiee and firm filed a motion under Rule

26{b)3) for protection and return of privileged materials,
the firm's investigative report.

OVERVIEW: The report did not exist when the officer
allegedly committed the accounting improprieties, but
the SEC's complaint alleged acts made during the peried
covered by the report; the report was relevant. As to
other documents, the firm estimated it would spend 226

hours to review files for responsiveness and privilege.

and 16,111 hours to review electronic data. Producing
those dm_:mnents would be unduly burdensome and most
of the documents were held by the SEC. There had been
a pending shareholder lawsuit and other suits were
threatened; the investigation documents were created: in
anticipation of litigation. The report was suffused with
legal conclusions and documents reviewed or relied upon
in preparing the report wouid reveal the mental impres-
sions of both the firm and the accounting firm the irm
hired. The docaments and the report were protected as
opinion work product. The disclosure of work product to
the SEC did not amount to full subject matter waiver.
Any copies of the report held by the officer or his attor-
nieys had to be returned, except for the part of the report
containing an accounting firm's report that was produced
to the SEC by anothér dccounting firm,

OUTCOME: The officer's motion to compel was de-
nied. The motion by the corporation's sudit committee
and the firm for protection and return of the firm's report
was granted, with the exception of a portion of the report
that contained a report by an accounting firm that was
produced to the SEC by another accounting firm,

CORE TERMS; work product, attormey-client, discov-
ety, interview, disclosure, immunity, impressions; legal
advice, privileged, waived, undue hardship, confidential-
ity, burdensome, selective, responsive, subject matter,
relevance, presentation, subpoena, confidential commu-
nications, deposition, unduly, accounting, anticipation of
litigation, privileged information, work product doctrine,

oonﬁdenuahty agreement, compelling need, waiver doc-

e, confidential

LexisNexis(R) Headnotes

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection

Civil Procedure > Discovery > Protective Orders

Civil Procedure > Discovery > Relevance

Civil Procedure > Discovery > Undie Burdens
Evidence > Procedural Considerations. > Burdens of
Proof > Alloeation

[HN1] The burden is on the party who opposes its oppo-
nent's request for production to show specifically how
each request is not relevant or how each request is overly
broad, burdensoine, or oppressive.

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection
Civil Procedure > Discovery > Relevance
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[HN2] See Fed. R. Civ. P, 26(b)}(1).

Civil Procedure > Discovery > Méthods > Requests for
Production & Inspection

Civil Procedure > Discovery > Rilevance

Evidence > Procedural Considerations > Burdens of
Proof > Allocation

[HN3] Relevancy is broadly construed, and a request for
discovery should be considered relevant if there is any
possibility that the information sought may be relevant to
the claim or defense of any party. Unless it is clear that'
the information sought can have no possible bearing on
the claim or defense of a party, the request for discovery
should be allowed. When the discovery sought appears
relevant, the party resisting the discovery has the burden
to establish the lack of relevance by demonstrating that
the requested discovery either does not come within the
broad scope of relevance as defined under Fed. R. Civ. P.
26(b)(1) or i8 of such marginal relevance that the poten-
tial harm occasioned by discovery would outweigh the
ordinary presumption in favor of broad disclosure.

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection

Civil Procedure > Discovery > Protective Orders

Civil Pracedure > Discovery > Undue Burdens
Evidénce > Procedural Considerations > Burdens of
Proof > Allocation

[HN4] A party opposing discovery on the basis that the
request is overbroad and unduly burdensome bears the
burden of showing why discovery should be denied,

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection

Civil Procedure > Discovery > Relevance

Civil Procedure > Discovery > Undue Burdens

Civil Procedure > Pretrial Matters > Subpoenas

[HN5] In determinhing whether a subpoena is unduly bur-
densome, courts consider (1) the relevance of the infor-
mation requested; (2) the need of the party for the docu-
ments; (3) the breadth of the document request; (4} the
time period covered by the request; (5) the particularity
with which the party describes the requested documents;
and (6) the burden imposed. Another factor to consider is
whether subpoena was issucd to a non-party to thie litiga-
tion and the expense and inconvenience of eompliance to
the non-party. A facially overbroad subpoena is uniduly
burdensome. The court must balance the need for dis-
covery by the requesting party and. the relevance of the
discovery to the case against the hatm, prejudice, or bur-
den fo the other party. Modification of a subpoena is
preferable to quashing it.

Civil Procedure > Discovery > Methods > Interrogato-
ries > General Overview

Civil Procedure > Discovery > Methods > Reguests for
Preduction & Inspection

Civil Procedure > Discovery > Protective Orders

GCivil Procedure > Discovery > Undue Burdens

Civil Procedure > Pretrial Mutters > Subpoenas
[}H\Iﬁ]lnordertosausfyltsbmdenafshowmgthata
subpoens is unduly burdensome, the objecting party
must make a specifie, detailed showing of how a request
is burdensome. A mere statement by a party that a re-
quest is "overly broad and unduly burdensome” is not
adequate to voice a successful objection. Broad-based,
non-specific objections are almost isnpossible 1o assess
on their merits, and fall woefully short of the burden that
must be borne by a party making an objection to an inter-
rogatory or document request. A party asserting: undue
burden typically must present an affidavit or other evi-
dentiary proof of the time or expense involved in re-
sponding to the discovery request.

Cwil Procedure > Discovery > Privileged Matters >
Astorney-Client Privilege

Evidence > Privileges > Attorney-Client Privilege >
Seope

Legal Ethics > Client Relations > Confidentiality of
Information

[HN7] The attorney-client privilege protects from disclo-
sure confidential communications made to obtain a law-
yer's professional advice and assistance. The exercise of
the aftorney-client privilege is a question of fact, to be
determined in the light of the purpose of the privilege

Civil Procedure > Discovery > Privileged Matters >
Atiorney-Client Privilege

Evidence > Privileges > Attorney-Client Privilege >
Elements

Legal Ethics > Client Relations > Confidentiality of

Information

[HNS] In order to establish the attorney-client privilege,
the party claiming the privilege must show that all of the
following' conditions have been met: (1) the asserted
holder of the privilége is or sought t0 become a client;
{2) the person to whom the communication was made (&)
is a member of a bar of a court, or his subordinate and
(b) in connection with this communication was acting as
8 lawyer; (3) the communication relates to .a fact of
which the attorney was informed (a) by his client (b}
without the presence of strangers (c) for the purpose of
serving primarily either (i) an opinion on law or (i) legal
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service or (iii) assistance in some legal proceeding, and
not (d) for the purpose of committing a crime or tort; and
(4) the privilege has been claimed and not waived by the
client,

Civil Procedare > Discovery > Privileged Maiters >
Attorney-Client Privilege

Evidence > Privileges > Attorney-Client Privilege >
Scope

Evidence > Procedural Considerations > Burdens of
Proof > Allocation

Legal Ethics > Client Relations > Confidentiality of
Information

[IIN9] The attorney-client privilege protects two related,
but different, communications: (1) confidential commu-
nications made by a client to his lawyer for the purpose.
of obtaining legal advice; and (2) any communication
from an atterncy to his client when made in the course of
giving legal advice, whether or not that advice is based
on privileged communications from the client. The privi-
lege applies even when a client is a corporation. How-
ever, the attorney-client privilege does mnot protect
against discovery of underlying facts from their source
merely because those facts have been communicated to
an attorney. The burden is on the party asserting. the
privilege to demonstrate how each document satisfies all
the elements of the privilege.

Civil Procedure > Discovery > Privileged Matiers >
Attorney-Client Privilege

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentiality of
Information

[HN10] Waiver of a privilege may occur when there is a
breach of confidentiality. ¥or example, disclosure of
attorney-client communications to a third party lacking a
common legal interest will result in & waiver of the attor-
ney-client privilege. Moreover, the confidentiality of a
client's communications may be compromised either
through the publication of evidence of the communica-
tions themselves or through the publication of evidence
of attorney statements or documents that disclose the
client's confidential communications. Even disclosure of
privileged information directly to. a client's independent
aunditor, accountant, or tax analyst destroys confidential-
ity.

Civil Procedure > Discovery > Privileged Mutters >
Attorney-Clent Privilege

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Eihics > Client Relations > Confidentiality of
Information

[HN11] Disclosurs of confidential communications or
documents fo auditors for purposes other than seeking
legal advice destroys confidentiality and with it, the right
to claim the attorney-client privilege.

Civil Procedure > Discavery > Privileged Matters >
Attorney-Client Privilege

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentiality of
Information

[HN12] The client cannot be permitted to pick and
chicose among his opponents, waiving the attomey-client
privilege for some and resurrecting the claim of cenfi-
dentiality to obstruct others, or to invoke the privilege as
to communications whose confidentiality he has already
compromised for his own benefit. Rather, the attorney-
client privilege should be available only at the traditional
price: a litigant who wishes to assert confidentiality must
maintain genuine confidentiality. Selective waiver does
not serve the purpose ‘of encouraging fusll disclosure to
one's aftorney in order to obtdin informed legal assis-
tance; it merely encourages voluntary disclosure to gov-
ernment agencies, thereby extending the privilege be-
yond its intended purpose.

Civil Procedure > Discovery > Privileged Matters >
Attorney-Client Privilege _

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentislity of
Information

[HN13] The disclosure of any significant portion of a
confidential communication waives the. privilege as to
the whole, Moreover, waiver of an attorney-client com-
munication waives the privilege as to all other communi-
cations relating to the same subject matter,

Civil Procedure > Discovery > Privileged Matters >
Attorney-Client Privilege

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Legal Ethics > Client Relations > Confidentiality of
Information

[HN14] Waiver of attorney-client privilege does not nec-
essarily mean that work product immunity over the same
documents has also been waived.
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Civil Procedure > Discovery > Privileged Matters >
Work Product > Scope

Evidence > Privileges > Attorney-Client Privilege >
Scope

Evidence > Procedural Considerations > Burdens of
Proof > Allocation

Legal Ethics > Client Relations > Confidentiality of
Information

[HN15] The work product doctrine protects from discov-
ery matefials prepared by an attorngy in anticipation of
litigation. Fed. R. Civ. P. 26(b)(3}. Qualified protection
extends 0 documents and tangible things including a
lawyer's ressarch, analysis of legal theories, mental im-
pressions, notes, and memoranda of witnesses' state-
ments. The party who asserts work product protection
must show that the materials warrant work produet pro-
tection by establishing the following elements: (1) the
materials sought are documents or tangible things; (2)
thé materials sought were prepared in anticipation of
litigation or for trial; (3) the materials were prepared by
or for a party's represeatative; (4) if the party seeks to
show that the material is opinion work product, that party
must shaw that the material contains the mental impres-
sions; conclusions, opinions, or legal theories of an attor-
ney or other represgntative of a party. Id.

Civil Procedure > Discovery > Privileged Maiters >
Work Prodyct > Scope

Evidence > Privileges > Attormey-Client Privilege >
Scope _

Legal Ethics > Client Relations > Confidentiality of
Information

[HN16] The work product privilege can apply where
litigation is nof imminent, as long as the primary moti-
vating purpose behind the creation of the document was
to aid in possible future litigation.

Civil Procedure > Discovery > Privileged Matters >
Work Product > Opinion Work Product

Evidence > Privileges > Attorney-Client Privilege >
Scope

Legal Ethics > Client Relations > Confidentiality of
Information

[HN17] The Federal Rules of Civil Procedure protects as-

work preduct documents prepared in anticipation of liti-
gation or for trial. Fed. R. Civ. P, 26(b)(3). If the party
seeking discovery can show that it has 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, the court may order production of work product.
However, even when the. requisite showing has been

made, the court shall protect against disclosure of the
mental impressions, conclusions, epinions, or legal theo-
ries of an attorney or other representative of a party con-
cerning the litigation.

Civil Procedure > Discovery > Privileged Matters >
Waork Product > Opinion Work Product

Evidence > Privileges > Attorney-Client Privilege >
Scope

Legal Ethics > Client Relations > Confidentiality of
Information

[FIN18] The United States Court of Appeals for the Fifth
Circuit has recognized "opinion work product” and noted
that some courts have provided an almost absolute pro-
tection for such materials:

Civil Procedure > Discovery > Privileged Matters >
Work Product > Qpinion Work Product

Evidenée > Privileges > Attorney.Client Privilege >
Scope

Legal Ethics > Client Relations > Confidentiality of
Information

[HN19] Examples of opinion work product include notes.
and mémoranda created by an altomey or his agent, re-
garding witness. interviews, because they contain mental
impressions. Investigatory reports that contgin summa-
ries of withess interviews are also opinion work product
because the reports are "suffused” with the investigator's
miental impressions and conclusions. Case reserve figures
and audit letteis are corisidered opinien work product.
Additionally, decumients, including business records, that
were specifically selected and compiled by a party or its
representative in preparation for litigation are opinion
work product because the mere acknowledgment of their
selection would reveal mental impressions concerning
the potential litigation.

Civil Procedure > Discovery > Privileged Matiers >
Work: Product > Scope

Civil Procedure > Discovery > Undue Burdens
Evidence > Privileges > Attorney-Client Privilege >
Scope

Evidence > Procedural Considerations > Burdens of
Proof > Allocation

Legal Ethics > Client Relations > Confidentiality of
Information

[HN20] If a party meets its burden and proves that the
materials sought warrant work product protection, the
party seeking discovery must prove why those materials
should still be produced. If the materials are ordinary
work product then a court may still compel discovery if
the party secking the materials demonstrates a substantial

Page 4



Case: 1:02-cv-05893 Document #: 751 Filed: 11/03/06 Page 60 of 115 PagelD #:16589
2006 U.S. Dist. LEXIS 74979, *

need for the information and an inability to obtain the
substantial equivalerit without undue hardship.

Civil Procedure > Discovery > Privileged Matters >.
Work Product > Fact Work Product

Civil Procedure > Discovery > Undue Burdens
Evidence > Privileges > Aitorney-Client Privilege >
Exceptions '

Evidence > Privileges > Attorney-Client Privilege >
Scope ,
Legal Ethics > Client Relations > Cornfidentiality of
Information '

[HN21] Work product immunity only protects the docu-
ments and not the underlying facts, thus, if a party can
procure the information sought through other avenues,
such as depositions, then undue hardship has not heen
shown: A party may demonstrate undue hardship if a
witness cannot recall thé events in question, or is un-
available for depasition; howevér, broad unsubstantiated
assertions of unavailability or faulty memory are insuffi-
cient to show undue hardship. Courts may also. factor-in
unusual expense into their undue hardship analysis. As
for substantial need, somé cases. have found substantial
need by emphasizing the importance of the decuments
themselves. For example, if material facts known by the
opposite party can.only be ascertainied through privileged
documents, then that may suffice as substantial need of
those documents. Alternatively, if the materials sought
are opinion work preduct then a court may compel dis-
covery only if the party seeking the materials demon-
strates a compelling need for the information. This
heightened burden is: nearly an .absolute protection of
opinion work product.

Civil Procedure > Discovery > Privileged Maiters >
Work Product > Scope

Evidence > Privileges > Attorney-Client Privilege >
Exceptions

Legal Ethics > Client Relations > Confidentiality of
Information

[HN22] Undue hardship for purposes of Fed. R. Civ. P.
26(b¥3) can be found if witnesses cannot recall the
events in question, or are unavailable for deposition, or a
showing of unusual-expense.

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Evidence > Procedural Considerations > Burdens of
Proof > Allocation

Legal Ethics > Client Relations > Confideniiality of
Informaition

[HN23] Waiver of wark product protection only results
if the work product is disclosed to an advérsary or treated
in & manrer that substantially increases the likelihood
that ari adversary will come into possession of that mate-
rial. Even if confidential work product is produced to a
poteritial adversary under a confidentiality agreement,
that will not alter the objective fact that confidentiality
has voluntarily been breached. Under thése circum-
stances, the disclosure is still a waiver of work product
immunity. Unlike the attorney-client privilege, the bur-
den of provirg waiver of work product immunity falls on
the party -asserting waiver. If the party is suceessful,
waiver of werk product immunity will be limited to the
malerials actually disclosed. '

Civil Procedure > Discovery > Privileged Maiters >
Work Product > Waivers

Evidence > Privileges > Attorney-Client Priviiege >
Waiver

Legal Ethics > Client Relations > Confidentiality of
Information

[HN24] Subject matter waiver of work product immunity
oceurs when it would be inconsistent with the purposes
of the wark product privilege to limit the watver to the
actual documents. disclosed, for example when the facts
relevant to a narrow issue are in dispute and have been
disclosed in such a way that it would be unfair to deny
the other party access to other facts relevant to the same
subject matter.

Civil Procedure > Discovery > General Overview

Civil Procedure > Sanctions > Misconduct & Unethical
Behavior > General Overview

[HIN25] A court's authority te control diseovery pursuant
to Fed. R. Civ. P. 26 is limited to formal discovery.
However, the court’s power to remedy unfair litigation
practices and preserve judicial integrity is broader in
scope. Federal eourts have authority to remedy litigation
practices that threaten judicial integrity and the adversary
processes. Such inherent authority includes the ability to
exclude "proprietary” documents obtained unfairly and
outside the context of formal discovery.

Civil Procedure > Discovery > Privileged Matters >
General Overview

[HN26] An attorney who réceives on an unauthorized
basis materials of an adverse party should, upon recog-
nizing the privileged or confidential nature of the materi-
als: (1) either refrain from reviewing such’' materials or
review them cnly to the extent required to determine how
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appropriately to proceed; (2) notify the adverse party's
attorney that he or she has such materials; and (3) either
follow instructions of the adversary's attorney with re-
spect to the disposition of the materials, or refrain from
using the materials until a definitive resolution of the
proper disposition of the materials is obtained from a
court.
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Webster, US Securities & Exchange Commission, Fort
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Geary, LEAD ATTORNEY, Brown McCarroll
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OPINION BY: IRMA CARRILLO RAMIREZ

OPINION:

AMENDED MEMORANDUM OPINION AND
ORDER

Pursuant to the District Court's Orders of Reference,
filed May 26, 2006 and June 1, 2006, the following
pleadings are before the Court for determination;

L. Defendant Gregory A. Brady's Motion.
to Compel the Production of Decuments
of the Audic Committee of i2 Technolo-
gies, Inc. and Baker Botts L.L.P., Request
Jor In Camera Review, and Supporting
Brief ("Mot. to Compel”) and Appendix to
Defendant Gregory A. Brady's Motion to
Compel the Production of Documents of
the Audit Committee aof i2 Technologies,
Inc. and Baker Botts LLP., Request for
In Camera Review, and Supporting Brief,
both filed May 26, 2006;

2. Motion of the i2 Audit Committee and
Baker Botts for Protection and Return of
Privileged Materials and Brief in Support
("Mot. for Protection") and Appendix in
Support of the i2 Audit Committee and
Baker Botts” Motion [*3] for Protection
and Return of Privileged Materials and
Brief in Support, both filed May 31, 2606;

3. Defendant Gregory A. Brady’s Re-
sponse to the i2 Audit GCommitteé and
Baker Botts' Motion for Pratection and
Return of Privileged Materials ("Resp. to
Mot. for Protection™) and Appendix in
Support of Defendant Gregory A. Brady's
Response 1o the i2 Audit Committeé and
Baker Baus' Motien for Protecfion and
Return of Privileged Materials, both filed
June 13, 2006;

4. Response of the i2 Audit Committee
and Baker Botts to Brady's Motion o
Compel and Brief in Support ("Resp. to
Mot, to Compel”) and Appendix in Sup-
port of Response of the i2 Audit Commir-
tee and Baker Botts to Brady's Motion to
Compel and Brief in Support, both filed
June 15, 2006;

5. Defendant Gregory A. Brady's Motion
for Leave to File a Supplemental Brief
and Appendix in Support of Motion to
Compel the Production of Documents of
the Audit Committee of i2 Technologies,
Inc. and Baker Botts L.L.P., filed July 25,
2006; and
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6. Response to. Brady's Motion for Leave
to File a Supplemental Brief, and Appen-
dix in Support of Response to Brady's Mo-
tion for Leave to File a Supplemental
[*4] Brief, both filed August 7, 2006.

A hearing on the matter was held on June 21, 2006.
‘After consideration of the pleadings, evidence, oral ar-
gument, and applicable law, the Court determines that
Defendant Gregory A. Brady's Motign to Compel the
Production of Docurments of the Audit Committee of i2
Technoligies, Ine. and Buker Botts LLP., Request for In
LCamern  Review, and Supporting Brief should be
DENIED, that Motion of the i2 Audit Committee and
Baker Bons for Protection and Return of Privileged Ma-
terials and Brief in Support should be GRANTED, and
that Defendant Gregory A. Brady's Motion for Leave to
File a Supplemental Brief and Appendix in Support of
Motion to Compel the Production of Documents of the
Audit Committee of i2 Technologies, Inc. and Baker
Betts L.L.P. should be GRANTED.

L. FACTUAL BACKGROUND

Defendant Gregory A. Brady ("Brady") is a former
president, CEQ, and director of i2 Technologies ("i2"), a
billion dollar company that provides software for the
supply chain management industry. (Compl. at PP.§, 12).
The Securities and Exchange Commission ("SEC")
brought suit against Brady and two other former officers
of i2, alleging, [*5] inter alia, that Brady caused i2 to
report revenues on software sales in violation of Gener-
ally Accepted Accounting Principles between 1999 and
2001. (See Compl. at PP 12-129).

A. Phase I Investigation

In April 2001, a series of shareholder lawsuits were
filed against i2. (Resp. to Mot. to Compel (June 15, 2006
Aff, of Craig N. Adams at P 3)). Subsequently, two for-
mer i2 officers contacted the company and made allega-
tions of wrongful cenduct, inctuding improper account-
ing and revenue recognition in financial statements, in-
adequate financial controls, and gross negligence or po-
tential fraud. (App. to Mot, to: Compel, Ex. 10 at 238).
The former officers also threatened to bring their own
litigation related to those issues. (App. to Resp. to Mot.
to Compel (June 15, 2006 Aff. of Craig N. Adams at P
3.

Bécause of the looming shareholder lawsuits and the
threats of litigation by the former 12 officers; i2's Audit
Committee hired the law firm of Baker Botts to conduét
an internal inveéstigation and give legal advice concern-
ing the potential claims against i2. (Resp. to Mot. to
Compel at 3). Baker Bgtts-then engaged the accounting
firm of KPMG, LLP to #ssist in the [*6] investigation.
{App. t0 Resp. to Mot. to Compel (June 15, 2006 Aff. of

Craig N. Adams-at P 6)). During the course of the inves-
tigation, Baker Botls attorneys reviewed approximately
40,000 pages of documents and conducted 70 interviews

‘with current and former i2 employees and representatives

of Arthur Andersen, i2's previous independent auditor.
{Mot. to Compel at 4).

Upon completion of Baker Botts' investigation into
the initial allegations of i2 misconduci, Baker Botts sub-
mitted a lengthy detailed report.("the Phase 1 Report"), &
part of which was created by KPMG, to i2's board. 7d. As
a member of i2's Beard of Directors, Brady was provided
with a copy of the Phase [ Report. (Mot. for Protection at
1.) Based on the results of the investigation, i2's board of
directors concluded that no adjustments were necessary

o i2's prior revenue recognition, that there were no indi-

cations of material deficiencies in i2's financial controls,

and that there were no indications to support the allega-

tions concerning. gross. negligence or potential fraud.
(App. to Mot. to Compel, Ex. 10 at 238).

B. Phase II Investigation

In August and September 2002, the former officers
brought [*7] additional allegations of improper revenué
recognition. (App. to Resp. to Mot. to Compel (June 15,
2006 Aff, of Craig N. Adams at P 7)). These additional
allegations. prompted i2's board to resume the investiga-
tion ("Phase II"}. (App. 10 Resp. to Mot. to Compel (i2
Form 10-(} for period ending September 30, 2002)). As a
result of the additional allegations, i2 decided to notify
the SEC of the ongoing investigation, and thereafter, the
SEC opened an informal inquiry. (App. te Resp. © Mot.
w Compel (September 19, 2005 A of Craig N. Adams
atP 9)).

According to an Octobér 17, 2002 in-house memo-
randum of Deloitic and Teuche, i2's new indepeadent
auditors, Baker Botis attorneys met with two Deloitte
and Touche partners on October 14, 2006, to discuss the
investigation. (App. to Mot. to Compel, Ex. at 337). The
memorandum specifically states that the Deloitte past-
ners reviewed the Phase I Report with the Baker Botis
attormeys, and that the KPMG portion of the Phase T Re-
port had been disclosed to Deleitte for review the prévi-
ous week. /4, at 338. The meeting concluded with a con-
ferente cafl between the Deloitte partnets, the Baker
Botts attorneys, and i2 management to discuss the [*8]

-additional allegations and the need to update the Phase 1

Report, Id.

Subsequently, the i2 Audit Committee engaged
Baker Botts to begin the second portion of the internal

‘investigation regarding revenue recognition. (Mot. to

Compel at 6). i2 also requested that Deloitte and Touche
re-audit their financial statements for fiscal years 2000
and 2001; the audit results subsequently led to i2's deci-
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sion to. restate those financial statements, (Resp. to Mot.
to Compel at 7).

During Phase II, Baker Botts attorneys reviewed ad-
ditional documents. and conducted additional interviews
of current and former i2 officers, directors, and employ-
e¢s. Id. The Baker Botts lawyers prepared summaries of
their observations and thoughits. with réspect to each in-
terview and stamped each written summary as privileged
and confidential. 7d. In June 2003, Baker Botts com-
pleted the Phase II portion of the investigation and eom-
municated its findings and legal advice to i2's Board and
Audit Committee by way of a confidéntidl oral and
power point. presentation. (App. to Resp. to Mot. to
Compel (September 19, 2005 Aff. of Craig N. Adams at
P 14)).

C. SEC Investigation

As a result of the-SEC's [*9] informal inquity into
the alleged i2 improprieties, the SEC concluded that a
formal investigation was warranted. (App. to Resp. to
Mot. to Compel (September 19, 2005 Aff, of Craig N.
Adams at P 12)). i2 cooperated with the investigation
and entered into a confidentiality agreement with the
SEC wherein the SEC agreed to maintain the confidenti-
ality .of any materials provided to it by i2 and its Aundit
Committee throughout the investigation. IZ at P 13.

In July 2003, Baker Botts reviewed the results of the
Phase II investigation with the SEC and presented the

same confidential oral and power point presentation that.

ttad been shown to the Audit Committee in June 2003.
Id. at P 15. Baker Betts also provided the SEC ¢opies of
the interview observations and summaries, exhibits used
during: witness interviews, and other documents uncov-
ered during its Phase II investigation. Id. at P 16. How-
ever, Baker Botts did not produce any information con-
cerning the Phase I investigaiion, including the Phase I
Report. (Mot. to Compel at 7).

During the SEC's formal investigation, it served a
subpoena duces tecum on Brady. (App. to Mot. to Com-
pel, Ex. 15 at 261). In response, Brady produced docu-
ments [*10] that he had obtained while on i2's board,
including the Phase I Report, biecause he believed that
the Report would exculpate him ftom any liability. (Mot.
to Compel 4t 8). Upon receipt of the Phase I Report, the
SEC noticed that it bore a stamp claiming attorney-client
communicatien and work product, se the SEC forwarded
the Phase 1 Report to Baker Botts without reading it.
(App. to Mot. to Compel, Ex. 17 at 265). Baker Boits, in
turn, demanded that Brady and his counsel return all cop-
ies of privileged documents that Brady had réceived
while on i2's board and retained. (Mot to Compe] at 8-
9). While not agreeing that the Phasé I Report was sub-
ject to any privilege, Brady's attorney acquiesced to

Baker Botts' request and returned the Phase [ Report.
(App. to Mot. for Profection at 8.) Brady's attorney rep-
resented that any remaining copies of the Repott retained
by other counsel at the firm would be destroyed. Jd.
However, one of the copies of the Phase I report was not
destroyed and remains in the possession of Brady's coun-
sel,

D. Documents at Issue

In the motion to compel, Brady moves to compel
production of the following categories of documents:

b All documents [*11] produced or
shown to government investigators, in-
cluding representatives of the SEC, De-
partment of Justice, U.S. Postal Inspector,
or any other government entity in re-
sponse to any formal or informal request
concerning i2 or any of its current. or for-
mer officers, directors, or employees.

2. All eorrespondence with the SEC, De-
pariment of Justice, or U.S. Postal Inspec-
tor concerning i2 or any of its current or
formér officers, directors, or employees.

3. The Report to the Audit Committee of
the Board of Directors of i2-dated July 3,
2002 (the Phase [ Report).

4. All documents reviewed or relied upon
in the preparation of the Report

5. All transcripts, interview menioranda or
ather summaries, and documents used as
exhibits in ahy interview by the Audit
Committee, Baker Botts, KPMG LLP, or
Deloitte and Touche LLP with ary current
or former i2 employee, officer, director,
‘customer, prospective customer, supplier,
consultant, auditor, accountant, attorney
or agent concerning defendants, i2's prod-
ucts, i2's sales practices or i2's accounting,
including any written acknowledgments
or clarifications received from the wit-
ness.

6..All documents reviewed or prepared by

[*12] KPMG LLP in connection with the
Audit Commitiee's investigation,

Although the above categeries are not in the format used
in the subpoena at issue, at the hearing the parties agreed
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that use of these categories would be the most efficient
method of dealing with the motion to compel. At the
June 21, 2006 hearing, the attorney for i2 and Baker
Bous amended his response to the requests for docu-
ments in Category 1 to state that all responsive docy-
ments had been produced with the exception of power
point presentations, which would shortly be produced.
(Tr. of June 21, 2006 hrg. at 51-52.) Therefore, Brady's
counsel] stated that there was no need for a court ruling
on Category 1. Jd at 52. Accordingly, the only docu-
ments subject to the motion to compel 1o be considered
by the Court are those in Categories 2 through 6.

In the motion for pretective order, i2 and Baker
Botts seck the refurn of the Phase I Report in Brady's
possession (except for the KPMG portion that was pro-
duced by Deloitte & Touche to the SEC, D&T 42608-
42619), Brady submitied for int camera review the Phase
I Report, the Baker Botts power point presentation origi-
rially shown te the Audit Committee in June [*13] 2003
and later given to the SEC, and a Baker Botts e-mail
string.

II. ANALYSIS

A. Relevance

i2-and Baker Botts object to Category 3, production
of the Phase I Reéport, on the basis of relevance. [HN1]
The burden is on the "party who opposes its opponent's
request for production to ‘show specifically how . . . each

[request] is not relevant or how each [request] is overly

broad, burdensome or eppréssive. Merrill v. Waffle
House, Inc. 277 FR.D. 475, 477 (N.D. Tex. 2005) (guot-
ing Mcleod Alexander, Powel and Apffel P.C. v
uarles, 894 F.2d 1482, 1485 (5th Cir. 1990)).

Pursuam to FED., R. CIV. P. 26(b)1), [HN2]
“[plarties may obtain discovery regarding any matter, not
privileged, that is relevant to the claim or defense of any
party . ... For good cause, the court may order dlscovery
of any matter relevant to the subject matter involved in
the action. Relevant information tieed not be admissible
at the trial if the discovery appears reasonably calculated
to. lead to the discovery of admissible evidence." [HN3}
"Relevancy is broadly construed, and a request for dis-
covery should bie considéred relevant [¥14] if there is
‘any possibility' that the information sought may be rele-
vant to the claim or defense of any party.™ Merrill v.
Waffle House, Inc., 227 F.R.D. 467, 470 (N.D. Tex

requested discovery either does not come within the
broad scope of relevance as.defined under FED.R.CIV.P.
26(bX 1) or is of such marginal relevance that the poten-
tial harm occasioned by discovery would outweigh the
ordinary presumption in favor of broad disclosure.” Jd.

(guoting Scott v. Leavemgarth Unified School Dist. No.
453, 190 F.R.D. 583, 585 Kan. 1999,

Here, i2 and Baker Botts argue that the Phase I Re-
port is not relevaat to Brady's case because Brady could
not have relied on the Report since it did not exist when
he [*15] committed the alleged accounting improprie-
tics. However, the SEC's cormplaint against Brady in-
cludes a myriad of improper accounting and revenue
recognition acts conducted during 1999 and 2001. This is
the same time period reviewed by Baker Botts during
Phase 1, which prompted i2 to state in its September 30,
2002 Form 10-Q that no adjustments were necessary to
i2's prior financial statements. Because relevancy is to be
censtrued broadly, this court finds that there is-a possibil-
ity that the discovery sought could be relevant to Brady’s
defense. Baker Botts and i2 have failed to meet their
burden, and this objection is overruled.

B. Overbreadth and Undue Burden

i2 and Baker Botts also argue that the subpoena at
issue is overbroad and unduly burdensome in totality.
(Resp. at 8-10.) [HN4] A party apposing discovery on
this basis bears the burden of showing why discovery
should be denied. Wiwa v, Roval Dutch Petroleum Co.,

392 F.3d 812, 818 (5th Cir. 2004). [HNS5] In determin-

ing whether a subpoena us unduly burdensome, courts
consider "(1) relevance of the information requested; (2)
the need of the party for the documents; (3) the breadth
of the document request; (4) [*16] the time period cov-
ered by the request; (5) the particularity with which the
party describes the requested documents: and (6) the
burden imposed.” Id Another factor to consider is
whether subpoena was issucd to a non-party to the litiga-
tion and the expense and inconvenience of compliance to
the non-party. Id. A facially overbroad subpoena is un-
duly burdensome. /4. The court must balance the need
for discovery by the reguesting party and the relevance
of the discovery to the case against the harm, prejudice,
or burden to. the other party. Cmedig, LLC v. LifeKey
Healtheare, LLC, 216 F.R.D. 387, 389 (N.D. Tex. 2003)

(citing Truswal Svstems Corp. v. Hydro-Air Engineering,
inc. 813 F.2d 1207, 1210 (Fed. Cir. 1987)). Modifica-

2005) (quoting Sheldon v. Vermonty. 204 F.R.D, 679,
689 (D. Kan. 2001)). Unless.it is clear that the informa-
tion sought can have o possible bearing on the claim or
defense of a party, the request for discovery should be
allowed. Id. "When the discovery sought appears rele-
vant, the party resisting the discovery has the burden o
establish the lack of relevance by demonstrating that the

tion of a subpoena is preferable to quashing it. 2. (citing
Tiberi v. CHGNA fns. Co., 40 F3d 110, 112 (5th Cir
£994)).

[HN6] In order to satisfy its burden, the ebjecting
party must make a specific, detailed showing ‘of how a

request is burdensome. Alexander v. FBI, 192 FE.R.D. 50,

53 (D.D.C. 2000). A mere statement by a party that a
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request {s "overly broad and unduly burdensome" is not
[*17] adequate to voice 2 successful eb]ecuOn St. Paul
Reinsiurgnee Co. v. Commerdial F

F.RD, 508, 511-12 (N.D, la. 2000). Bmadbascd, non-
specific objections are almpst impbssible to asséss on
their merits, and fall woefully short of the burden that
must be borne by a party making an cbjection to an inter-
rogatory or document request. Harding v. Dana Trans-
port Inc.. 914 F. Supp. 1084. 1102 {D. N.J. 1996). "A
party asserting undue burden typically must present an
affidavit or other evidentiary proof of the time or ex-
pense involved in responding to the discovery reguest.”
Waddell & Reed Financial, Inc. v. Torchmark Corp., 222
ER.D. 450, 454 (D. Kan. 2004); see also [LS. ex rel
Fisher v. Network Scftware Associates, 217 ER.D. 240,
246 (D.D.C. 2003); Wagner v. Dryvit Sys., Inc,, 208
ER.D. 606. 610 (D, Neb. 2001); 8t. Paul Reinsurance
Co., Ltd v. Commercial Fin. Corp., 198 F.R.D. 508, 513

(N.D. Iowa 2000).

In support of their assertion that the subpoena is
.overbroad and unduly burdensome, i2 and Baker Botts
provide-affidavits of two Baker Botts associates. (App. to
Resp. [*18] at 30-34.) Therein, Gail Foster states that
Baker Botts IT staff captured all documents from the
firm’s decument management system using billing num-
bers for virious i2 matters as well as the email boxes of
all individuals who billed time to i2 matters. /d. at 30.
Foster estimates that the amount of potentially respon-
sive electronic-data amounts to 32,222,000 pages. Id. at
31. Stuart L. Cochran states that Baker Botts has 226
boxes ¢ontaining evidence produced to the SEC, among
otheér internal working files, and that individuals at the
firm have additional personal files as well. Id. at 32-33.
Cochran estimates. that 226 hours to review the files for
responsiveness and privilege. Id at 33. In addition,
Cochran estimiates that 16,111 hours would be required
to review the electronic data for responsiveness and
privilege. fd. at 33-34.

At the hearing, i2 and Baker Botts made specific
representations s to the burdensomenéss of producing
the documents sought in Category 2. (Tr. at 59-61.) With
respeet to Category 2, counsel for i2 and Baker Botts
représented that the vast majority of responsive docu-
ments were in the possession of the SEC and had either
already been produced [*19] by the SEC to Brady, or
‘would shortly be produced by the SEC. Id. ar 53-54.
Brady's counsél stated that the only décuments at issue
were transmittal létters or other correspondence. /d. at
38. However, according to counsel for i2 and Baker
Botts, searching Baker Botts' elecironic data for such
documents would involve a substantial burden. Id. at 60.
Because i2 and Baker Botts have demonstrated that it
would be unduly burdensome for them to produce the
documents sought in Category 2, and because the vast

majority of the responsive documents, if not all, are in
the possession of the SEC, a party to this case, the Court
sustains the objection to Category 2,

C. Attorney-Client Privilege

i2 and Baker Botts contend that all of the discovery
sought in Brady's motion is protected by the attorney-
client privilege and thus not discoverable. Brady con-
tends that documents in Categories 3 and 4 are not sub-
ject to the attorney-client privilege and that any privilege
as to documents responsive to other categories has heen
waived.

1. Existence of the privilege.

Brady alleges that the Phase I Report was prepared
in the context of rendering business advice, rather [¥20]
than legal advice. (Mot. to Compel at 13-14.) For this
reason, Brady asserts that the attorney-client privilege
does not apply to Categories 3 and 4. /d.  [HN7] The
attorney-client privilege protects from disclosure confi-
dential communications made to obtain a lawyer's pro-

fessional advice and assistance. Dabney v. Investment
Corp. of America, 82 FRD. 464, 465 (E.D. Pa.1979).

'The: exercise of the attorney-client privilege is a "ques-

tion of fact, to be determined in the light of the purpose
of the privilege and guided by judicial precedents.” In re
Auclair, 961 F.2d 653, 68 (5th Cir._1992). [HN£] In order
to éstablish the atiorney-clienit privilege, Defendant must
show that all of the following conditions have been met:
(1) the asserted holder of the privilege is er sought to
hecome: a client; (2) the person to whom the communica-
tion was made {(a) is a member of a bar of a court, or his

suboidinate and (b) in connection with this communica-

tion was acting as a lawyer; (3) the communication re-
lates. to a fact of which the atternay was informed (a) by
his client (b) without the presence of strangers (c) for the
purpose of serving primarily either (i) an opinion on law
[*21] or(ii) legal service or (iii) assistance in some legal
proceeding, and not (d) for the purpese ¢f committing a
crime or tort; and (4) the privilége has been claimed and
not waived by the client: I.S. v. Mobil Corp., 149 FRD,
533, 536 (N.D. Tex. 1993). [HN9] "The attorney-client
privilege protects two related, but different, communica-
tions: (1) confidential communications made by a client
1o his lawyer for the purpose of obtzining legal advice;
and (2) any communication from an attorney to his client
when made in the course of giving legal advice, whether
or not that advice is based on privileged communications
from the client,” U.S. v, Mobil Corp., 149 FR.D. 533,
536 (N.D. Tex. 1993). The privilege applies ¢ven when a
client is a corporation. Upjehn Co. v. U.S., 449 U.S, 383,
390, 101 8. Cu. 677, 66 L. Ed. 2d 584 (1981). However,
the attorney-client privilege does not protect against dis-
covery of underlying facts from their source merely be-

‘cause those facts have been communicaied to an attor-
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vey. fd. at 395-96. The burden is on the party asserting
the privilege to demonstrate how éach document satisfies

all the élements of the pnwlege Hodggg, Grgn; & Kauf-
. 68 F.2d 7 5 5%, [*22]

In asserting the privilege, i2 and Baker Botts claim
that i2 hired Baker Botts to deliver legal advice regardlng
the former officers’ allegations of accounting improprie-
ties and threats of litigation. They rely on Diversified
Indus., Inc. v. Meredith, which quotes Wigmore on Evi-
dence and states that "[i]t is not easy to frame a definite
test for distinguishing legal from nonlegal advice. .
[TThe most that can be said by way of generalization is
that a matter committed fo a professional legal adviser is
prima facie so committed for the sake of the legal advice
which may be more or less desirable for some aspect.of
the maiter, and is therefore within the privilege unless it
clearly appears to be lacking in aspects requiring legal
advice.” 572 F.2d 596, 610 (8th Cir. 1977) (quoting. 8§
Wigmore, Evidence § 2296 (McNaughton rev. 1961)).

Additionally, i2 and Baker Botts contend that even

though the Phase I Repoit includes some business con-
siderations, the primary purpose of the Report was to
provide legal advice.

An in camera review of the Phase I Report revealed
that it is laced with underlying facts, legal opinions, and

business advice. Additionally, the fact [*23] that the-

Report was the result of many i2 officer and director
interviews with Baker Beotts leads the court to conclude
that the interviews were confidential communications
between the corporate client and its counsel. The court
also finds that the presentation of the Phase I Report
ftom Baker Botts to the i2 Audit Committee was, in es-
sence, a written communication and the equivalent of a
confidential communication between an attorney and his
client. Thus, i2 and Baker Botts have met their burden to
establish attorney-client privilege as to Categories 3 and
4. In his motien, Brady does not argue that the attorney-
client privilege is inapplicable to Categories 5 and 6.

2 Waiver of attorney-client privilege as to Phase
I Report

Brady contends. that even if the Phase 1 Report is
privileged, i2 and Baker Botts waived the privilege by
imtentionally disclosing it to third parties. (Mot. to Com-
pel-at 15-20.) [HN10] Waiver of a privilege may occur
when there is a breach of confidentiality. See Ferko v.

ﬁmw&
125, 134 (E.D. Tex. 2003). For example; disclosure of
attorney-client communications to a third party lacking a
[*24] common legal interest will result in a waiver of
the attorney-client privilege. [ re Auclair. 961 F.2d 65,
69 (Sth Cir. 1992); Ferko, 218 F.R.D. a1 134. Moreover,
the confidentiality of a client's communications may be
compromised either through the publication of evidence

of the communications themselves or through the publi-
cation of evidence of attorney statements or documents
that disclose the client's confidential communications.
Indus. Clearinghouse, Inc. v. Browning Mfs.. 953 F.2d
1004, 1007 (Sth Cir. 1992). Even disclosure of privileged
information directly to a client's independent auditor,.
accountant, or tax analyst destroys confidentiality. See-

seealsa Ferko 218FRD at 134:35.

In this case, it appears that i2 and Baker Botts made
significant disclosures of privileged information to third
parties who lacked a common legal interest: First, the
QOctober 17, 2002 Deloitte and Touche memorandum
provides evidence that on Qctober 14; 2002, two of their
partners met with Baker Botts attorrieys to discuss: the
investigation and review the [*25] Phase I Report. Addi-
tionally, the KPMG portion of thie Phase I Report was
disclosed to Deloitte and Touche for review the previous
week. Further, the meeting concluded with a conference
call with i2 management to discuss the additignal allega-
tions and the need to update the Phase I Report. Federal
case law makes it.clear that [HN11] disclosure of ¢onfi-
dential communications or documents to auditors for
purposes other than seeking legal advice destroys confi-
dentiality and with it, the right to claim the attorney-
client privilege. £I Paso Co.. 682 F.2d a1 539-41; Ferko,
218 FR.D. at 134, For this reason, the Court concludes
that due to the disclosure of the privileged Phase I Report
to Deloitte and Touche, and confidential communications
between i2 and Baker Botts while Deloiite and Touche
partners were present, attorney-client privilege over the
Phase T Report, the subject of Category 3, has been
walved.

3. Selective waiver of attorney-client privilege as
to Phase IT materials

Brady asserts that materials related to the Phase II
investigation were provided to the SEC, thereby waiving
the attorney-client privilege as to Categories 5 and 6.
(Mot. [*26] to Compel at 15-16.) With regard to the
Phase II materials, i2 and Baker Botts concede that they
disclosed . to the SEC the same oral report and power
poinl presentation given to the Audit Committee con-
cerning Phase I, in addition to interview observations
and summaries, exhibits used during witness interviews,
and other documents uncovered during its Phase If inves-
tigation, Indéed, they state that pursuant to a confidenti-
ality agreement with Brady, he will receive all of the
materials presented to the SEC. (Resp. to Mot. to Com:
pel at 15-186). i2 and Baker Botts contend that despite the
disclosure of Phase II matérials to the SEC, they did not
waive the attorney-client privilege; however, to the ex-
tent they have wiaived attorney-client privilege, they urge
the court to adopt the Eighth Circuit's selective waiver
doctrine. '
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(Bth Cir. 19721 the Elghth Cn‘cmt established the selec—
tive waiver doctrine, which provides that a party may
waive the attorney-client privilege to govemmental
agencies conducting an investigation without waiving the
privilege to others. See 572 F.2d at 611. The Eighth Cir-
cuit [*27] reasoned that selective waiver was necessary
because it.encourages "corporations to empley independ-
ent outside counse! to investigate and advise them in
order to protect stockholders, potential stockholders, and
customers." Id.

The Fifth Circuit has not yet considered this doc-
trine. However, an overwhelming amount of authority
has found this argument wholly unpersuasive and re-
Jected the selective waiver doctrine. See e.g. In re Owest
Comme'n Int'l, Inc. v. New Englund Health Care Em-
plovees Pension Fund, 450 F.ad 1179, 1201 (I0th Cir.
2006, In re Columbia/HCA Hralthcare Corp. Billing
Practices Litigation. 293 F.3d 289 {6th Cir, 2002);
Westinghouse Elec. Corp. v, Republic of Phillinines, 951
E. 2d 1414, 1424-25 (3rd Cir, 1991Y; Genentech, Inc. v.
LS. Int'l Trade Comm'n, 122 F.3d 1409, 1417 (Fed. Cir.

1997); U.S. v. Mass. Inst. of Terh, 129 F3d 681, 686
(st Cir. 1997); In re Martin Marietta Corp., 856 F.2d
619, 623-24 (4th Cir. 1988); In re John Doé Corp., 675

F.2d 482, 489 (2d Cir. 1982); Permian Corp. v. U5, 214
U.S._App. D.C. 396, 665 F.2d 1214, 1220 {D.C. Cir.

1981). [*28] In Permian, the D.C. Cireuit stated that
[HN12] "[the client cannot be permitted to pick and
choose among his opponents, waiving the privilege for
some and resurrecting the claim of confidentiality to ob-
struct others, or to invoke the privilege as to communica-
tions whose conﬁdenuahty he has' already compromised
for his own benefit." Permian, 665 F.2d at 1222. Rather,
"the: attorney-chenl privilege should be available only at
the traditional price: a litigant who wishes to assert con-
fidentiality must maintain genuine:confidentiality." /4. In
Martin, the Fourth Circuit stated that "selective waiver
does not serve the purpose of encouraging full disclesure
to one's attorney in order to obtain informed legal assis-
tance; it merely encourages voluntary disclosure to gov-
ernment agencies, thereby extending the. privilege be-

yond its intended purpose.” Martin Marietta, 856 F.2d
623-24.

As noted, the Fifth Circuit has yet to adopt the selec-
tive waiver doctrine. Moreover, this court is persuaded
by the reasoning of the great weight of autherity which
has declined to adopt the selective waiver doctrine.
‘Therefore, the court finds that i2 and Baker Botts [*29]
waived the attorney-client privilege as to Categories 5
and 6 by disclosing Phase II privileged information to a
third-party,

4. Subject matter waiver of attorney-client privi-

lege

Brady argues that i2 and Baker Botts' waiver of at-
torney-client privilege as to the Phase I Report and the
Phase I investigation extends to the entire subject marter
related fo the disclosures, (Mot. to Compel at 16-18.)

[HN13] The "disclesure of any significant portion
of a eonfidential communication waives the privilege as
to the whole.” Nguyven v. Excel Corp., 197 F.3d 200, 208
(Sth Cir. 1999). Moreover, waiver of an attorney-client
communication waives the privilege as'to all other com-
munications relating to the sare subject matter Southerr:
Scrap Material Co. v. Fleming, 24 . {
10815, 2003 WL 21474516, *7 (W. D La. June 18,

2003). Here, Brady disclosed the Phase 1 Report, which
summed up Baker Botts' entire Phase I investigation, to
Deloitte. and Touche. -Additionally, they disclosed to the
SEC the same oral report and power point presentation
given to the Audit Committée concerning the ultimate
findings of Phase II, interview observations and summa-
ries, and exhibits used during [#30] wimess interviews.
Based on that evidence, the court finds thar these disélo-
sures amount to a significant portion of attorney-client
privileged information, and thus, the waiver. of attorney-
client privilege extends to all responsive docuthents re-
lating to the Phase I'and Phase I subject matter. Aécord-
ingly, the attorney-client privilege has been waived as to
all documents responsive to Catégories 3, 4, 5, and 6.

D. Work Product Doctrine

12 and Baker Botts argue that the investigation mate-
rials sought in Brady's motion to compel are still pro-
tected from discovery by the work product doetrine be-
cause they comcern mental impressions, conclusions,
opinions, or legal theories. (Resp. to- Mot. to Compel at
21-22.) [HN14] Waiver of attorney-client privilege does
not necessarily mean that work product immunity over
the same documents hias also been waived. See Freéport-
MeMoran Sulphur, LLC v, Mike Mullen Enérey. 2004
U.S. Digt. LEXTIS 10048, 2004 WL 1237450, *8 (E.D.

La.June 2, 2004); In re Broadcom Corp. Securities Liti-

gation, 2003 WL 1403513 *3 (C.D. Cal) (citing

Handgards, Inec. v. Johison & Johnson, 413 F. Supp.

926, 929 (N.D, Cal. 1976} Ke; VS. U S, Banc'org Q:s—
1988 U

ability Income Plar 8.
WL 114929 [%3]]_*3 (D, Or. Oct 27, 19881 Thus this
Court must now consider whether the materials sought
are still protected by the work product doctrine.

~ [HN15] The work preduct doctrine protects from
discovery materials prepared by an attorney in anticipa-
tion of litigation. FED, R. CIV. P. 26(bY3): In re Grund
Jury Proceedings, 601 F.2d 162, 171 (5th Cir. 1979).
Qualified protection extends to documents and tangible
things including a lawyer's research, analysis of legal
theories, mental impressions, notes, and memoranda of
witnesses' statements. Ferko, 218 ER.D. at 136 (citing
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tection must show that the materials warrant work prod-
uct protection by establishing the following elements: (1)
the materials sought are docnments or tangible things;
(2} the materials sought were prepared in anticipation of
litigation or for trial; (3) the materials were prepared by
or for a party's representative; (4) if the party secks to
show that the material is opinion work product, that party
must show that the material [%*32] contains the' mental
impressions, conclusions, opinions, or legal theories of
an attorney or other representative of a party. Jd The
parties do not dispute elements. (1) and (3); thus i2 and
Baker Botts must prove elemeits (2) and (4) to assert
opinion work product protection over the documents at
1580,

L Anticipation of litigation

i2 and Baker Botts argue that the entire investigation
(Phase 1.and Phase II) was primarily conducted as & re-
salt of the allegations of accounting impropriety, and
thus everything produced was in anticipation of Litiga-
tion. The law of our circuit is that [HN16] the privilege
can apply where litigation is not imminent, “as long as
the primary motivating purpose behind the creation of
the document was to aid in possible future litigation." Ef
Pasa, 682 F.2d at 542. Here, the affidavits establish that
there was a pending shareholder lawsuit, and that two
former officers had also threatened litigation, As a result,
12 hired outside counsel to investigate the officers' alle-
gations and to advise i2 of its potential Habilities. For
these reasons, the Court finds sufficient evidence that the
investigation documents in question were created [*33]
in anticipation of litigation.

2, Ordinary vs. Opinion Work Product

i2 and Baker Botts next argue that the documents
sought by Brady are opinion work product and are not
discoverable. {HN17] The Federal Rules of Civil Proce-
dure protects as work product documents "prepared in
anti¢ipation of litigation or for trial.” FED. R, CIV. P.
26(b)(3). If the party seeking discovery can show that it
has “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," the court may order produc-
tion of work product. Id. However, eveii when the requi-
site showing has been made, the court "shall protect
against disclosure of the mental impressions, conclu-
sions, opinions, or legal theories of an attorney or othier
representative of a party concérning the litigation.” Id,

Many courts have defined this second category of
work product as "opinion work product.” See e.g. fn _re
QOwest Commc'ns Int'l, 450 F3d 1179, 1186 (10th Cir.
2006); In re Echostar Commce'ns Corp.. 448 F.3d 1294.

1302 (Fed. Cir. 2006); [*34] Tenn. Laborers Health &
Welfare Fund v. Columbin/HCA Healthcare Corp., 293
F.3d 289, 294 (6th Cir, 2002); Baker v. General Motors

Corp., 209 F.3d 1051, 1054 (8th Cir, 2000); Better Gov't
Bureau v. McGraw, 106 F.3d 582, 607 (4th Cir. 19971,

Sporck v, Peil, 759 F.2d 312, 316 (3d Cir, 1985).
[HN18] The Fifth Circuit has recognized "opinion work
product” and noted that "some courts have provided an
almost absolute protection for such materials." In re Int
Sys. and Controls Corp. Sec. Litig., 693 F.2d 1235, 1240
(5th Cir. 1982} (citing In re Murphy, 560 F.2d 326, 336
(8ih Cir. 1977); In e Doe. 662 F.2d 1073, 1080 (4th Cir,
1981)). See also Robinson v. Texas Auto_Dealers Ass 'n,
214 FR.D. 432, 441 (E.D. Tex. 2003}, vacated in part
on other groands, 2003 WL 21911333 (Sth Cir. Jul. 25,
2003) ("A court cannot order production of epinion
work-product absent a showing of even higher necessity,
which is a rare situation if it exists at all."); Congeo Inc
v. Bok Bros. Const. Co,, 191 FR.D. 107. 118 (W.D. La.
1998) ("[Olpinion work [*35] product becomes subject
to disclosure when (1) ‘'mental impressions are at issue in
a case and the need for the material is compelling' and
(2} pursuant to the crime-fraud exception to discovery.”)
(internal citations omitted).

[HN19] Examples of opinion work product include
notes and memoranda created by an attorney or his
agent, regarding witness interviews, because they contdin
mental impressions. Dunn v. State Farm Fire & Cas.
Co., 927 F.2d 869, 875 (5th Cir. 1991); Baker, 209 F.3d
at 1054. Investigatory reports that contain summaries of
witness interviews are also opinion work product be-
cause the reports are "suffused” with the investigator's
mental impressions and conclusions. Smith v. Digmond

ffshore Drifling, Inc.. 168 FR.D. 582, 585 (S.D. Tex
1996). Case reserve figures and audit letters are consid-
ered opinion work product. Ohio Management, LLC v.
dames River Ins. Cp., 2006 U.S. Dist ' 1
2006 WL, 1985962, *2, n.10 (E.D, La. 2006); Southersi
Scrap Material Co. v. Fleming, 2003 U.S. Dist. LEXIS.
10815, 2003 WI. 21474516, *9 (E.D. La. June 18,_2003).
Additionally, dacuments, including business records, that
were specifically selected and compiled [%36] by a party
or ils representative in preparation for litigation-are opin-
iori work product because the mere acknowledgment of
their selection would reveal mental impressions concern-
ing the potential litigation. See Petersen v. Douglus
County Bank & Trust Co., 367 F.2d 1186, 1189 (&th Cir.
199,

In camera review of the Phase I report (Category 3)
teveals that it contains information obtained from nu-
merous Baker Botts interviews with i2 officers, directors,
and employees. It is also "suffused” with legal conclu-
sions and mental impressions regarding the interviews as
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well as legal advice regarding the former officers’ allega-
68 E.R.D. at 585

8.D_Tex. 1996).

As for the documents reviewed or relied upen in the
preparation of the Report (Category 4) and “all of the
documents reviewed or prepared by KPMG in connec-
tion with the Audit Committee's investigation (Category
'6), those documents were specifically selected by Baker
Botts or its agent, KPMG, to analyze the allegations and
create the Phase I Report. i2 and Baker Botts argue, and
the Court agrees, that the production of these.documents
would reveal the mental impressions of both Baker [*37]
Botts and its agent, KPMG. Thus, the Court finds that
these-documents are protected as opinion work product.
See Petersen, 967 F.2d at 1189,

tions, Saiith, 1

Additionally, request for Category 5. requests all
manscripts, interview memoranda or other $ummaries,
and documents used as exhibits in any interviéw. The
breadth of these particular documents seem. to be docu-

ments that Baker Botts, its agent; its client, or its client's

agent specifically selected as part of their strategy in
interviewing people during the investigation. Similar to
Categories 4 and 6, the selection of these documents in-
volved strategy and mental impressions regarding poten-
tial litigation. Thus, the court agrees with i2 and Baker
Botts that the documents responsive to Categories 3, 4, 5,
and 6 constitute opinion work praduct and are ot dis-
coverable,

3. Substantial need
ship/compelling need

i2 and Baker Botts next assert that because the
documents sought are opinien work product, they are not
discoverable without a showing of compelling need by
Brady. [HN20] If a party meets its burden and proves
that the materials sought warrant work product protec-
tion, the party seeking discovery must prove [*38] why
those materials should still be produced. Ferko. 219
ER.D. at 396. If the materials are ordinary work product
then a court may still compel discovery if the party seek-
ing the materisls demonstrates a substantial need for the
information and an inability to obtain the substantial
equivalent without undue hardship. fn re Int'l Systems &
Controls Corp. Sec. Litig.. 693 F.2d 1235, 1240 (5th Cir,
1982). The Court notes that [HN21] work product im-~
murity only protects the decumients and not the underty-
ing facts, thus, if a party can procure the information
sought through other avenues, such as depositions, then
undue hardship has ot been shown. /d. A party may
demonstrate undug hardship if a witness cannot recall the
events in question, or is unavailable for deposition; how-
ever, broad unsubstantiated assertions of unavailability
or faulty memory are insufficient to show undue hard-
ship. /4. Courts may also factor-in unusual expense into
their undue hardship analysis. Id. As for substantial need,

and undue

hard-

some cases have found substantial need by emphasizing
the importance of the documents themselves. fd. at 1241,
For éxample, if material [¥39] facts known by the oppo--

site party can only be ascertained through privileged

documents, then that may suffice as substantial need of
those documents. See id.

Alternatively, if the materials sought are opinion
work product then a court may compel discovery only if’
the party seeking the materials demonstrates a compel-
ling need for the information. Yare! v. Banc One Capital
Partmers, Inc.. 1997 U8, Dist. LEXIS 4711, 1997 W1,
86457 *5 (N.D. Tex. Feb. 25, 1997); see In re Int'l Sys-
tems & Controls Corp. Sec. Litig.. 693 F.2d 1235, 1240
(5th Cir. 1982) (implying that discovery of opimion work
product requires-a higher showing of need than required
for an order to produce ordinary work product). As noted

-above, this heightened burden is nearly an absolute pro-

tection of opinion work product, See Rohinsen v. Texas

Auto. Dealers Ass 'n, 214 FR.D. 432, 441 (E.D. Tex.
2003).

Here, Brady failed to argue a compelling need for
the documenis and only alleged undue hardship and sub-
stantial need. Even assuming that the documents sought
were merely ordinary wark product, which they are not,
Brady still failed to prove undue hardship and substantial
need, Specifically, Brady [*40] asserts that the witnessés
that were relied upon in the Report would likely take the
Fifth Amendment and not answer relevant fact questions
in a deposition, but that is mere conjecture. [HN22] Unp-
due bardship can be found if witnesses cannot recall the
events. in question, or are unavailable for deposition, or a
showing of unusual expense. Brady has not provided any
evidence of the unavailability of witnesses or evidence of
deponents asserting their Filth Amendment rights. Addi-
tionally, Brady did not assert any argument regarding
unusual expense. As for :substantial need, Brady only
argues that the discovery sought is of the utinost impor-
tance to his case. Nevertheless, the facts and information
that Brady secks are not exclusively available in the
documents he seeks. Work product immunity only pro-
teets the documents, not the underlying facts. Moreover,
Brady is free to discover underlymg facts through other
avenues of the discovery process, i.e. depositions. Thus,
because Brady failed to argue compelling need and alter-
natively -could not make the lesser showing of undue
hardship and substantial need, required of ordinary work
product, the Court denies Brady's Motion to Compel with
respect to [*41] Categories 3,4, S-and 6.

4. Waiver of work product immunity

Lastly, Brady argues that i2's disclosure of docu-
ments to the government constituted a waiver of work
product immunity because the government was either a
potential adversary or actual adversary when the docu-
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ments were exchanged. [HN23] Waiver of work product
profection only results if the work product is disclosed to
an adversary or treated in a manner that substantially
increases the likelihood that an adversary will come into
possession of that material. Ferko, 218 F.R.D. at 136.
Even if ¢onfidential work. produgt is produced to a poten-
tial adversary under a confidentiality agreement, that will
nol zlter the objective fact that conﬁdent:ahty has volun-
tarily been breached. Repihlic of Philippine .
house Eler. Corp.. 132 FR.D. 384, 390 (D. NJ ]990)
Under those circumstances, the distlosire is still a
waiver of work product ininiunity. See Chubb Intesrated
Sys. Lrd. v. Nat'l Bank of Wash., 103 F.R.D, 52, 67-68
(D.C. Cir. 1984). Unlike the attorney-client privilege, the

burden of proving waiver of work product immunity: falls.

on the party asserting waiver. [%42) Ferko, 218 ER.D.
at 136, If the party is successful, waiver of work product
immunity will be limited 1o the miaterials actually dis-
closed. See Varel, 1997 U.S. Digt. LEXIS 4711, 1997
WL 86457 at*4.

Here, the affidavits show that i2 and Baker Botis
were on nofice: that the SEC had begun an informal in-
vestigation that later developed into a formal investiga-
tion by March 26, 2003; Yet i2 and Baker Botts still dis-
closed privileged information and documents to govern-
ment investigators, albeit under a confidentiality agree-
ment. Nevértheless, this disclesure under a confidential-
ity agreement constituted a waiver of wotk product im-
munity, but waiver is limited to the documents actually
disclosed. See Chubb, 103 F.R.D. at 67-68. Thus, Brady
has met his burden to demonstrate that work product
immunity was waived as to all documents produced by i2
and Baker Betis to the government, As noted above,
these documents were subject to Category 1 znd have
already been produced,

Brady argues that the waiver of work product im-
munity as to the decuments disclosed to the SEC war-
rants full subject matter waiver of all documents pertain-
ing to the investigation. [HN24] Subject matter waiver
[*43] of work product immunity occurs when

. it would be inconsistent: with the pur-
poses of the work product piivilege to
limit the waiver to the actual documents
disclosed, . . . [for example] when the
facts relevant to a narrow issue are in dis-
pute and have beén disclosed in such a
way that it would be unfair to deny the
other party access to other facts relevant
to the samie subject mater.

2d 141 (19')'5} [n re United Mme Workers 159 FRD

307.310-12 (D.D.C. 1992)).

Here, "the facts relevant to a narrow issue” are not in
dispute in this case. Additionally, it would nét bé anfair
10 limit the waiver to the acwal decuments disclosed
because Brady is not being denied full access to the facts
of the investigation, In fact, this Court has already stated
that work product immunity protects documents not un-
derlying facts. Brady still has the opportunity to use
proper discovery tactics, such as depositions, to ascertain
the underlying facts pertaining to both Phase I and Phase
II of the investigation. Thus, the disclosure of work
product to the SEC does not amount to full subject mat-
ter [*44] waiver.

E. Return of Phase I Report

Noting that Brady's counsel retains a copy of the
Phase I Report despite earlier representations that all
copies had been returned to Baker Botts or destroyed, i2
and Baker Botts request the Court order Brady to retum
all remaining copies of the Report (except for the KPMG
portion that was preduced by Deloitte & Touche to the
SEC, D&T 42608-42619). (Mot for Protection-at 1.)

[HN25] "A court's authority to control discovery
pursuant to [FED. R. CIV. P.] 26 is limited to formal
discovery," Lahr v. Fulbright & Jaworski, LL.P.. 1996
U.S. Dist. LEXTS 20133. at *7 (July 10. 1996) (Fitz-
water, I.J. However, "the court's power to remedy unfair
litigation practices and preserve judicial integrity is
broader in scope.” Id. "Federal courts have authority. to
remedy litigation practices thal threaten judicial integrity
and the adversary processes.” In_re Shell Oil Refinery,
143 ER.D. 105, 108 (E.D, La. 1992) amended 144
E.R.D. 73 {1992). Such inherent authority includes the
ability to "exclude ‘proprietary’ documents obtained un-
fairly and outside the [¥45] context of formal discov-
ery.” ol Lahr. 1996 U.S. Dist. LEXIS 20133. at *5-6
(citing Shell Oil, 143 F.R.D, at 108).

nl The majority of the cases which deal with
evidénce obtained outside of the discovery proc-
ess consider whether to admit or exclude such
¢vidence at trial. In this case, the only issue be-
fore the Court is whether Brady may maintain
possession of -and use the Phase T Report, which
'was obtained outside of the formal discovery
process and retained affer attorney-client privi-
lege and the work product doctrine had been as-
serted. Nevertheless, the foregoing casés are in-
structive. '
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[HN26] An attorney who receives on an unanthor-
ized basis materials of an adverse party should, upon
recognizing the privileged or confidential nature of the
materials: (1) éither refrain from reviewing such materi-
als or review them only to the extent required to deter-
mine how appropriately to proceed; {2) notify the ad-
verse party's attorney that he or she has such materials:
and (3) either follow instructions [*¥46] of the adver-
sary's attorney with respect to the disposition of the ma-
terials, or refrain from using the materials until a defini-
tive resolution of the proper disposition of the materials
is obtained from a court. ABA Comm. on Ethi¢s and
Professional Responsibility, Formal Op. 94-382 (1994),

Brady's sole response to the demand to return the
Phase T Report is that be contends the Report is not privi-
leged or that the privilege was waived. (Resp. to Mot for
Protection at 6.) That contention has been adequately
addressed ahove and Brady's arguments are siot petsua-
sive. The Phase I Report is privileged work product and
the privilege has not been waived. The Court is more
concerned about the ethical implications of an attorney
failing te alert opposing counsel of his continued posses-
sion of a document which had purportedly been de-
stroyed. Brady's counsel is strongly cautioned that such
conduct is inadvisable and reminded that, in the future,
the late discovery of privileged documents should be
immediately reported to opposing counsel. If the exis-
tence of privilege is contested, the issue should be
promptly brought to the court for determination. For the
foregoing reasons, the motion for [*47] protection is
granted and Brady is to return all copies of the Phase 1
‘Report (except for the KPM(G portion that was produced
by Deloitte & Touche to the SEC, D&T 42608-42619) in
his possession or in the possession of counsel.

1. CONCLUSION

For the foregoing reasons, Defendant Gregory A.
Brady's Motion to Compel the Production of Documeénts

of the Audit Committee of i2 Technologies, Inc. and
Baker Botts I.L.P., Request for In Camera Review, and
Supporting Brief, filed May 26, 2006 is DENIED.

The Motion of the i2 Audit Conmmittee and Baker
Botis for Pratection and Retumn of Privileged Materials
and Brief in Support, filed May 31, 2006, is GRANTED.
Within two weeks of the date of this order, Brady's coun-
gel shall return all copies of the Phase I Repori in the
possession of counsel or Brady (ekcept for the KPM(G
portion that was produced by Deloitte & Touche to the
SEC, D&T 42608-42619), In addition, Brady's counsel
shall certify to the Court, no later than 5:00 p.m. on
October 30, 2006, that (1) a diligent, good faith effort
has been made to identify all persons involved in Brady's
representation who have had access to the Phase I Re-
port, eithér in [*48] original, duplicate, or summary
fornz; (2) all such persons have been made aware of this
Court's order; (3) all copies of the Phase 1 Report have
been delivered to opposing counsel; and (4) any docu-
ments making reference to the priviléged contents of the
Phase I Report have heen destroyed. This Order shall niot
be interpreted to require the return or destruction of the
copy of the KPMG portion of the "Phase I Report” that
was produced by Deloiite & Touche to the SEC (decu-
ment number D&T 42608-42619) or any werk product
related to that document prepared by Brady or anyone
acting on his behalf (including Brady's counsel, censult-
ants, and expert witnesses).

Defendant Gregory A. Brady's Motion for Leave to
File a Supplemental Brief and Appendix in Support of
Motion to Compel the Prodiction of Documents aof the
Audit Committee of i2 Téchnologies, Inc. und Baker
Botis L.L.P., filed July 25, 2006, is GRANTED.

SO ORDERED; on this 16th day of October, 2006,
IRMA CARRILLO RAMIREZ
UNITED STATES MAGISTRATE JUDGE
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Bri¢fs and Related Documents
SmithKline Beecham Corp. v.  Pentech
Pharmaceuticals, Inc.N.D.IIL,2001.0nly the Westlaw
eitation is currently available.

United States District Court, N.D. Illinois, Eastern

Division
SMITHEKLINE BEECHAM CORPORATION and
BEECHAM GROUP, p.l.c., Plaintiffs,
V.
PENTECH PHARMACEUTICALS,; INC. and
ASAHI GLASS CO., LTD. Défendants,
No. 00 C 2855,

Nov. 6, 2001.

MEMORANDUM OPINION AND ORDER

NOLAN, Magistrate J.

*1 This patent infringement action is before the Court
on Plaintiffe' Motion to Compel Production of
Comnmnications for Which Defendants Assert
Attorney-Client Privilege or Work Product
Immunity, In their motion, Plaintiffs SmithKline
Beecham, Inc. and ‘Beecham Group, p.le.
{(collectively “SB™), claim that Defendant Pentech
Pharmaceuticals, Imc. (“Pentech™ improperly
withheld from production many of their documents;
objected to the production of documents from two
third parties; and prevented deposition testimony
about two meetings, SB further claims that Defendant
Asshi Glass Co., Ltd. (“Asahi”) improperly withheld
from production many of its documents.

For the reasons explained below, Plaintiffs' Moticn is
GRANTED in part and DENIED in part,

DISCUSSION

1. Attorney-Client Privilege

For procedural issues in A patent case that are not
unique to patent law, courts are directed to “ ‘apply
the law of the circuit in ‘which the district courf sits.”
' McCook Metils LL.C. v. Alcoa Inc., 192 F.RID.
242, 251 (N.D.IN.2000Y (quoting In ré Spalding
Sports  Worldwide, Inc, 203 F3d 800
(Fed Cir.2000)). Because SB's motion involves
general issues of privilege, the law of the Seventh
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Circuit applies. The Seventh Circuit test to determine

‘attorney-client privilege is: (1) Where legal advice of
amy kind is sought (2) fiom a professional legal

advisor in his capacity as such, (3) the
communications relating to that purpose, (4) made in
confidence (5) by the client, (6) are at his instance
permanently protected from disclosure by himself or
by the legal advisor, (8) except the protection may be
waived. United States v. Evans, 113 F.3d 1457, 1461
(7th Cir.1997).

The privilege is narrowly construed in this Circuit,
and communications to an attorney are not always
clogked with the privilege. SmithKline Beecham
Corp. v. Apotex Corp., 193 F.R.D. 530, 534

(N.D.IN1.2000). For example, the fact that an attoney

has requested or received documents does not, by

itself, mean the documents are pm'n.leged. _m
C

(N.D.I1L.2000); B Whitehall Bank & Trust Co. v
Cory & Assocs. Inc, No, 97 C 5827, 1999

617842, at *4 (ND.OL_ Apg. 12, 1999). In
determining whether a document is subject to the
attornéy-client privilege, the primary question is
whether “the document in question reveal[s], directly
orindirectly, the substance of a confidential attorney-
client communication.” SmithKline, 193 F.R.D. at
534. Communication of business or techhical
information not involving legal advice is not
privileged. McCook, 192 F.R.D. at 252

The attorney-client privilege can be waived if the
communication is voluntarily disclosed to a third
party, Blanchard, 192 F.RD. at 236. However, an
exception to the waiver rule may exist if (1) the
disclosure to the third party is for the purpose of
assisting the attorney in rendering legal advice or (2)
the third pdrty shares a common legal interest with
the party claiming the privilege. Id. at 236-37, “The
[comimon interest] mule can apply to any two partics
who have a “‘common interest® in current or potential
litigation, ‘either as actual or potential plaintiffs or
defendants.” IBJ Whitehall 1999 WL 617842, at *3,
ol

*2 In this case, Peniech claims the following
documents are pmtected from disclosure by the
attorney-client privilege: ™. PN11-14, 16-24; IO{P)6;
and OR{P)24.5¢ Asahi claims the privilege applies
{0 all of its withheld documents, AS1-11.

© 2006 Thomson/West. No Claim to Orig: U.S. Govt. Works.
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FN1, Pentech's privilege log contained
additional attorney-client privilege clajms,

but to reduce the number of issues in this

case, Pentech dropped their privilege claims
as to 14 documents. (Se¢ Defs.! Mem. in
Opp'nat3,n 2)

FN2. For the sake of convenience and
clarity, the Court will use the document
identification system the parties used in their
briefs. Documents designated “PN> are from
Pentech’s privilege log; “AS” documents-are

from Asahi; “I0” documents are from the.

University of Iowa, a third party; and “OR”™
documents are from Oread, a third party.

SB argues that Pentech cannot claim the attorney-
client privilege for (1) documents disclosed to third
parties (PN17-18, 20-22; AS4, 11; IO(P)s; and
OR(P) 2-4); (2) documents that relate to routine
technical issues (PN17, 20, 22, 24; IO{P)6); and (3)
‘documents that exhibit no attorney involvement
(PN18; OR(PM).

Pentech responds that disclosure of certain
documents to third parties did not waive the atforney-
client privilege because Pentech and Asahi share a
common legal interest, and the disclosure to third
parties was necessary to assist Pentech's attomeys in
rendering legal advice. Pentech further argues that
documents SB describes as involving “routine
technical issues” were in fact related to legal advice.

II. Work Product Doctyine

The work product doctrine is distinct from, and
Blanchard, 192 FR.D. at 237; dllendale Mut. Ins.
Co. v, Bull Datg Sys., Inc. 145 FRD. 84 86
(N.D.il1.1992). The work product doctrine protests
“documents and tangible things .. 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 attorney, consultant,
surety, indemnitor, insurer, or agent).” Fed R.Civ.P.
26(b)(3).

The threshold determination of work product
generally 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 for or obtained because of the prospect of

litigation.” North Shore Gas Co. v. Elgin, Joliet &
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Eastern Ry Co, 164 FRD, 59, 61 (N.D.J1 1995}
(quoting Binks M . National Presto Indus,
Inc, 709 F.2d 1109, 1119 (7th Cir.1983)) (emphasis
added); Allendale, 145 FR.D. at 86. Therefore,
documents that were prepared for other reasons, such
as documents created in the ordinary course of
business, cannot be withheld as work product, See

Allendale. 145 FR.D. at 87 (holding that documents
prepared in the ordinary course of business are not
work product even if litigation is imminent or
ongoing); see also In re Genergl Instrument Corp.,
190 E.R.D. 527, 530 (N.D.1IL.2000} (“[A] document
prepared for both legal and non-legal review is not
privileged.”); IBJ Whitehall, 1999 WL 617842, at *4
(quoting Loctite Corp. v. Fel-Pro, Inc,, 667 F.2d 577,
582 (7th Cir.1981)) (holding that only documents
‘primarily. concerned with legal assistance” ’ are
cloaked with immunity).

Moreover, o be subject to work product immunity,
documents must have been created in response to “a
substantial and significant threat” of litigation, which
can be. shown by “objective facts establishing an
identifiable resolve to litigate.” Allendale, 145 F.R.D.
at 87 (citations omitted). Documents are not work
product’ simply because “litigation [is] in the air” or
“ther¢ is a remote possibility of some future
lidgation.” McCook 192 FRD. at 259; IBJ
Hhitehall, 1999 WI. 617842, at *5. “The articulable
claim likely fo lead to: litigation must pertain to this
particular opposing party; not the world in-general.”
MeCook, 192 F.R.D. at 259,

*3 The protection of the work product doctrine may
be waived “where the protected communications are
disclosed in a manner which ‘substantially increases
the opportunity for potential adversaries to obtain the
infonnaﬁon.” * Blanchard, 192 FR.D. a 237
(quoting Behnia v. Shapire, 176 FR.D. 277, 279
(N.D.IIL.1997)); see. alsc Minnesota Sch. Bds. Ass

Ins. Trust v. Employers Ins. Co. of Wausay, 183
ERD. 627, (N.D.I.1999) (“A waiver only occurs,

however, if the disclosure to a third party ‘is

inconsistent with the maintenance of secrecy from the
disclosing party's adversary.” *).

An opponent may discovér a party’s work product
“only upon 2 showing that the party seeking
discovery has 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.” Fed R.Civ.P. 26(b)(3). Furthermore, if the
work' product involves “the mental impressions,
conclusions, opinions, or legal theories of an attorney

© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works.
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or other representative of a party conceming the
litigation,” the immunity from production is “for all
intents and purposes absolute,” whether or not the
party seeking discovery has demonstrated a

substantial need. ed.R.Civg= 26(b)(3); Scurto .
monwealth - Co., No. 97 C 7508, 199

WL 35311, at *2 !-E D, Il Jan. 11, 1999),

Pentech afleges documents PN1-12, 15, 17-18, 20-31;

AS1-11; IO(P) 142; and OR(P) 1, 4, are subject to
work product immunity. SB cha]lenges the immunity
claim, arguing that Pentech has failed to establish that
the documents were prepared in anticipation of
litigation, and that documents involving testing or
routine investigations were created in the ordinary
course of business and thereforc are not work
product, Pentech answers by stating that when a
generic drug company decides to compete with an
established drug maker, litigation “is a virtual
certainty,” and communications are therefore made in
anticipation of litigation.

In response to SB's. argument that many of Pentech's
withheld documents pertain to technical analysis and
therefore are not work praduct; Pentech argues that
Tows persomnel were involved in two research
projects, only ome of which involved product
development. Pentech goes on to state that ‘iff
Pentech is required to go into greater detail about the
nature of [the research project not involving product
development], Pentech would be forced to disclose
the very information that the work-product doctrine
seeks to protect .” (Defs.’ Meém, in Opp'n st 12.)

L. Findings

This Court has reviewed the briefs submitted by the
1r;arlzies',m the relevant cise law, and the documents
at issue, which were submitted i ¢amera pursuant to
the Court's request. Following are the Court's
findings as to the application of the privilege to each
of the documents Pentech and Asshi seek to
withhold:

FN3. The parties' briefs incloded many
arguments relating to the sufficiency of the
Defendants' privilege logs. Becanse the
Court chose to view the documents in
camera, the privilege logs' sufficiency is no
longer relevant and arguments related to
sufficiency are not included in this Opinion.

Documents PNI-10; 15, 17, 20-23, 25-27, 29-31 ®%;
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I0(P)2-5, 7-26, 28-38, 40-42:

FN4. Document PN31 (and one page of
Document PN29) were not inchuded in the
materials submitted to the Court. The
Court's decision is based on its review of
similar documents and of the descriptions
included in Pentech's privilege log.

'*4 The Court does not dispute that Pentech believed
litigation with B was likely or even probable at the

time these studies and analyses were commissioned.
Pentech, however, must demonstrate thie docnments
in question were created for the purpose of litigation,
not in the ordinary course of business. Pentech was
required, for purely business reasons, to research the

‘composition and properties of the paroxetine

hydrochloride capsules for which it submitted an
Abbreviated New Drug Application (“ANDA™) to the
Food and Drug Administration. Therefore, research
conducted before the ANDA was submitted was not
done solely for the purpose of litigation; and amy
documents reflecting that research were not created
for litigation, no matter how likely it was-that SB
would pursue litigation after Pentech filed its ANDA.
Accordingly, that reswch must be prodiced. See
sithKlirie Beechar . v. Apotex Corp., No, 98 C
3952 2000 WL 116082 at ‘*4 (NDIIL Jan 24,
000). For the same reasons, Pentech cannot bar

testlmony regarding the September 1997 and October
1998 meetings with third-party researchers.

Document PN11:

The decoment is a draft letter from client to-attorney
and was not sent to third parties. The letter also
expressly demonstrates an intention to keep the
communication cornfidential. Therefore, it may be
withheld as privileged

Document PNI2:
Page number PEN8252 may be withheld as an
attorney-client communication. The remainder of the
document, a letter from the FDA and materials sent
to or received from SB, is clearly not privileged and
must be produced.

Document PNI3:

The letter is 8 communication from the ¢lient to his
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attorney for the purpose of legal advice and may be
withheld as privileged.

Documents PN14, 16:

The communications are from attorney to client, not
client to attorney, and are merely transmissions of
technical information, not legal advice, Therefore, the
documents are not privileged and should be
produced. See McCoak, 192 FR.D. at 252.

Document PNI8:

The document is a draft letter and inciudes
handwritten notes. from an atforney. It may be
withheld as an attorney-client communication and

work product.

Document PN19;

The document is merely 2 transmission of a public
docurhent from attorney to client, It does-not include
legal advice and reveals no client comrmunications, so
it must be produced.

Document PN24:

It is not clear from the privilege log or from the
document itself whom the recipient attorney
represents. In addition, the document does not ‘appear
to involve legal advice or a reguest for legal advice
from counsel, Therefore, it must be produced.

Documents PN28, IO(P)1, 6, 27, 39:

As explained above in discussing Documents PN1-10
¢! gl, Pentech camnot claim that scientific analyses
created before the ANDA was filed were prepared
solely for the purpose of litigation. However, after
the ANDA was filed and 8B was notified of
Pentech's intent to market a competitive generic drug,
litigation with “this particular opposing party,”
McCook, 192 FR.D. at 259, was anticipated.
Moreover, the kinds of tests performed, the materials
used in the tests, and the specific compounds tested
may reveal the attorney's. strategy in defending the
infringement claim, See Vardon Golf Co., Inc. v.
BBMG GolfLtd. 156 FR.D. 641, 648 (N.D.T11.1994).
Finally, SB has made no claim of a substantial need
for the maiterials. These documents, which reflect
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experiments and analyses created or performed by
Pentech, its attorneys, and/or its consultants after the
ANDA was filed, are subject to work product
immunity and may be withheid.

Docment OR(P):

*5 The document may be withheld as work: product
because it reveals an atiorney’s litigation strategy.
The work product ‘immunity was not waived by
disclosing the information to a third party, because
disclosure to Oread did not increase the opportunity
for potential adversaries to obtain the information and
was ot inconsistent with the maintenance of secrecy.
The nature of the document, coupled with the parties'

relationship, indicate that Pentech intended to
maintain the confidentiality of the document.

Moreover, while not dispositive, Pentech's claim that
the parties had executed a confidentiality agreement
“militatés against a finding of a waiver [of work
product immunity].” Blanchard, 192 F.R.D. at 237.

Document OR(FP)2:

The document reflects a meeling concerning
litigation issues and contains privileged information.
The document lists the meeting participants and
summarizes privileged communications, and
therefore it may be withheld. See SmithKline, 193
E.R.D. at 538; McCook, 192 F.R.D. at 252,

Documents OR(P)3-4:

The documents include privileged communications
and disclosure of the communications t¢ Oread was
necessary to -assist Pentech's attorney in rendering
legal advice. They may be withheld.

Documents AS1-5:

These documents are apparently communications
between Asahi Tokyo and its Japan-based attorneys
at Momrison & Foerster LLP. If the documents arg
privileged under Japanese law, “comity requires us to

-apply that courtry's law to the documents at issue.”

McCook, 192 FR.D. at 256. The defendants have the
burden to establish that under Japanese law, the
communications contained in Documents AS1-5 are
protected by the attorney-client privilege, See id. at
256-58, Pentech's Memorandum in Opposition to
Plaintiffs' Motion to Conipel provides no support for
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the argument that these documents are privileged
under the applicable law of Japan. Pentech must
submit to the Cowrt proof that the documents are
privileged, through case law and/or an affidavit of an
attorney f{amiliar with Japanese law regarding
attomey-client privilege, stating the relevant law and
applying it to the communications at issue. If Pentech
cannot meet its burden of proving the documents are
privileged within 21 days, they must be produced.

Additionally, several pages from these documents
and others withheld by Asahi are wholly or partly in
Japanese. Becanse the Court cammot review the
contents of the documents, Pentech has not met its
burden of showing the attorney-client privilege
applies to these pages. Unless Pentech provides the
Court with English translations of the Japanese
portions. of the documents within 21 days, thoss
pages must be produced. The pages include: AS1;
AS2 (page number. AGC6040), AS3 (pages 1 and 3-5
of the document; the Japanese lariguage pages are not
mumbered); AS4; and AS5 (AGC6044).

Documeni ASS:

The document i5 a privilegéd communication
between Asahi and iis American atiorney regarding
patent issues and may be withiheld.

-Document AS?:

*§ Page AGC6056 of Document AS7 is in Japanese
and, as explained above, it must be produced if
Pentech does not provide the Court with an English
translation. Pages AGC6(57-66 of the document
contain privileged communications with an American
attorney regarding a patent application and a
proposed. draft of a submission to the United States
Pitent & Trademark Office, which is also privileged.

See In re Spalding, 203 F.3d at 805-06. Those pages
may be withheld.

Page AGC6067 is in Japanese and must be produced
if Penteck does not provide the Court with an English
translation. Pages AGC6068-69 are privileged
communications with an American attorney
regarding patent issues -and therefore may be
withheld. Pages AGC6070-84 are documents
prepared for submission to the United States Patent &
Trademark Office. Because there is no expectation of
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confidentiality in thesé documents, they are Dot
privileged and must be produced. See McCook, 192

Documents ASG-10:

The documents contain privileged communications
with an American attorney regarding patent issues
and therefore may be withheld. However, pages
AGC6085-86 and AGC6088 are partly in Japanese
and those portions must be produced if Pentech does
not provide the Court with an English translation,

Document AS11:

The document is & confidential communication from
an American attorney to Pentech regarding legal
advice concerning patents. The document maintsins.
the privilege even though it was disclosed to Asahi,

‘because Asahi and Pentech share a common legal

interest. The entire documenit may be withheld.

CONCLUSION

For the foregoing reasons, the Court finds that
Plaintiffs' Motion to Coinpel Production of
Commumications for Which Defendants Assert
Attorniey-Client Privilege or Work Product Immunity
is GRANTED in part and DENIED in part.

MN.D.IN.,2001.

SmithKline: Beecham Corp. v.  Pentech
Pharmgesuticals, Inc. _ _

Not Reported in F.Supp.2d, 2001 WL 1397876
(N.D.IIL)
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LEXSEE

TRIBUNE CO., et al., Plaintiffs, -2gainst- PURCIGLIOTT], et al., Defendants.

93 Civ. 7222 (LAP)THK)

UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF
NEW YORK

1997 U,S. Dist. LEXIS 228

January 10, 1997, Decided
Janvary 10, 1997, FILED

CASE SUMMARY:

PROCEDURAL POSTURE: Defendant doctor filed a
motion to compel the production of décuments and dis-
closure of information that was withheld, on the basis of
the atterneéy-client privitlege and work product doctrine,
by plaintiff company. Doctor contended that company
placed the information that was. songht "at issue” and
therefore waived any privilege.

OVERVIEW: Company brought an action under the
‘Racketeer Influenced and Corrupt Organizations Act, 18
US.C.S. § 1962(c)-(d), et seq., alleging that defendants,
including -docter, implemented a scheme to defraud it
through the filing of fraudulent hearing loss claims with
the state Workmen's Compensation Board. Doctor con-
tended that because company was: required to show that
it reasonably relief on defendants' purported misrepre-
sentations, the withheld information was directly relevant
and critical to his defense. The court agreed, at least in
part. The ceurt held that company's clains directly and
significantly implicated the: knowiedge of its claims ad-
juster and that there was no legitimate basis to withhold
file notes written by him er memoranda of hearing that
were not sent to company, but merely placed in the rele-
vant claims files. However, the memoranda and corre-
spondence from the attorneys and the claims adjuster to
company's representatives were properly withheld be-
cause the communications between company and its at-
torneys were protected work product and privileged
communication; and, other sources of information were
-available for dector 1o learn how the claims were settled.

OUTCOME: The court granted doctor's motion to com-
pe! information reflecting on the knowledge of com-
pany's claims -adjuster because company placed such
information "at issue." However, the communications
between company and its attorneys was protected infor-

mation that was not placed "at issue” and could be dis-
covered by other means.

CORE TERMS: attorney-client, work preduct, heariag
loss, conversation, settling, waived, disclosure, settle-
ment, withheld, privileged, deposition, claimant, settle,
privileged communications, discovery, waive, work
product doctrine, handling, oral argument, puiported,
impressions, legal advice, preparation, undertoek, staff,
required to disclose, disclose, disclosing, exposure, noise

LexisNexis(R) Headnotes

Civil Procedure > Discovery > Methods > Genergl
verview

Civil Pracedure > Discovery > Privileged Matters >
Work Product > Waivery

[HN1] The work product doctrine, which is embodied in
Fed. R. Civ. P. 26(b)(3), protects from discovery docu-
ments, things and mental impressions of a party or his
representative, particularly his attorney, developed for or
in anticipation of litigation or trial. The purpose of the
doctrine is to permit attomeys to prepare for litigation
with a "certain degree of privacy,” and without undue
interference or fear of intrusion or exploitation of one's
work by an adversary. It does not protect from disclosure
underlying facts known to an attorney or party, even if
acquired in preparation for litigation. Materials produced
and information possessed by an agent working for an
attorney, such as an investigator or claims adjuster, may
be protected as work product, particularly when disclo-
sure of such information would reveal the attorney's
thinking and strategy.

Civil Procedure > Discovery > Privileged Matters >
Work Product > General Overview
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[HN2] Work product developed in one case retains its

protection in other litigation, particularly where the cases.

dare closely related.

Civil Procedure > Discovery > Methods > General
Overview

Civil Procedure > Discovery > Privileged Maiters >
Work Product > General Overview

[HN3] Work product i$ not entitled to absolute protec-
tion and its production may he compelled where the
seeking party demonstrates a "substantial need" for the
materials and undue hardship, that is, an inability to ob-
tain the substantial equivalent by other means. Fed. R.
Civ. P. 26(b}(3Y. Ordinarily, there is ne substantial need
where the information can be obtained by deposing wit-
-nesses, unless the witesses dre no longer available or
are unable to recollect the information sought. The stan-
dard for production is more stringént when the material
sought reflects the opinions, thought proeesses or strat-
egy of an attorney, because such material is deserving of
the highest protection.

Evidence > Privilgges > Attorney-Client Privilege >
Scope

[HN4] The attorney-client privilege affords confidential-
ity to commumications among clients, their attorneys, and
the agents of both, for the purpose of secking and render-
ing legal advice, so long as the communications were
intended to be and were in fact kept confidential. The
privilege is among the oldest of the common: law privi-
leges and exists for the purpose of encouraging full and
truthful communication between an attorney and his cli-
ent. The burden of breaching the privilege is thus par-
ticularly high. Nevertheless, the privilege does not pro-
tect the client's knowledge of relevant facts, whether or
not they were learned from his counsel, or facts learned
by an attorney from independent sources.

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Evidence > Privileges > Attorney-Client Privilege >
Waiver '

Evidence > Privileges > Government Privileges >
Waiver

[HN3] Because of the different interests served by the
work product doctrine dnd the attorney-client privilege,
there are differences in the circumstances under which
each may be waived. The attornéy-client privilege be-
longs solely to the client and thus may be waived. only
by the client, who also has the responsibility of ensuting
the continuing confidentiality of the informatiot. In con-

trast, where the attorney's work product is in issue, the
attorney may waive protection of the material.

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Evidence > Privileges > Government Privileges >
Waiver '

[HNG] While the attorney-client privilege is more sacro-
sanct than the work product doctrine, it is also easier to
waive. Privileged attornéy-client communications are
waived if the holder of the privilege discloses or consents
to disclosure of any significant pait of the communica-
tion to a third party or stranger to the attorney-client réla-
tionship. In contrast, a waiver of work product eccurs
only if the party has. voluntarily disclesed the work-
product in such a manner that it is likely to be revealed to
his adversary.

Civil Procedure > Discovery > Privileged Matters >
Waork Product > Waivers

Eviderice > Privileges > Attorney-Client Privilege >
Weaiver

Evidence > Privileges > Govermment Priviléges >
Waiver

[HN7] Privileges may be waived when invoked in some
fundamentally unfair way. Typically, this ogcurs where a
litigant makes selective use of privileged materials, for
example, by releasing enly those portions of the material
that are favorable to his position, while withholding un-
favorable portions. Depending upon the extent and con-
text of the partial disclosure, the waiver may be broad,
covering all communications relating to the subject mal-
ter of the disclosure, or narrow, covering ounly the re-
maining portions of the partially disclosed communica-
tions. Thus, for example, where there is partial disclosure
in the context of the litigation for the benefit of the privi-
lege holder, there may be a complete subject matter
waiver -as to all communications on the subjeet. In con-
trast, where the disclosure Is -extrajudicial or non-
prejudicial to. an adversary, there may be no waiver or
only a narrow one. '

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Criminal Law & Procedure > Counsel > General Over-
view

Evidence > Privileges > Aftorney-Client Privilege >
Waiver

[HN8] A privilege may be impliedly waived where a
party makes assertions in the litigation or asserts a claim
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that in fairness requires examination of protécted com-
munications. Common examples of such waivers are
when gz defendarit asserts an advice-of-counsel defense or
d good-faith defense which places in issue whether his
attorney made him aware that his acts were illegal or
otherwise impropeér.

Constitutional Law > Bill of Rights > Fundamenial
Rights > Criminal Process > Assistance of Counsel
Evidence > Privileges > Attorney-Client Privilege >
Elements

Evidence > Privileges > Aftorney-Client Privilege >
Waiver

[HNG] The waiver test applied by the Second Circuit to
determine whether there has been an implied or "at is-
sue” waiver has three primary elements; (1} assertion of
the privilege was a resalt of some affiimative act, such as
filing suit, by the asserting party; (2) through the affirma-
tive act, the asserting party put the protected inforination
at issuye by making it relevant to the case; and (3) appli-
cation of the privilege would bave denied the epposing
party access to information vital to his defense.

Evidence > Privileges > Government Privileges >
Waiver

[HN10] Cases where courts have found a waiver of privi-
lege based on the "at issue” doctrine exhibit several
common factors: (1) the very subject of privileged com-
munications is critically relevant to the issue to be liti-
gated, (2) there is a good faith basis for believing such
-essential privileged communications exist, and (3) there
is no-other source of direct proof on the issue,

Civil Procedure > Counsel > General Overview

Civil Procedure > Discovery > Privileged Matters >
Work Product > Waivers

Evidence > Privileges > Atforney-Client Privilege >
Waiver

[HIN11] Any distinction based upon whether a party it-
‘self has placed privileged communications in issue is of
litlé significance to whether a- waiver should apply to
work product or attorney-client privilege. In any event, it
cannot plausibly be argued that the standard set forth in
Fed. R. Civ. P. 26 is more rigorous than the standard for
"at issue” waiver, Therefore, if the requirements of Rule
26 are satisfied and justify preduction of plaintiffs' coun-
sel's work product, satisfaction of thé "at waiver” doc-
trine becomes moot.

Evidence > Privileges > Attorney-Client Privilege >
Waiver

Evidence > Privileges > Government Privileges >
Waiver '
[HN12] Defendants cannot justify breaching plaintiffs'
privileges based on defenses they choose to assert.

Evidence > Privileges > Attorney-Client Privilege >
General Overview

Torts > Buginess Torts > Fraud & Misrepresentation >
General Overview

[HN13] What was said between client and counse] may
be vseful for an adversary to know, but may not be par-
ticularly relevant; no less essential, to proving or dis-
proving a claim of fraud. Rather, what is relevant is what
the client knew or reasorably should have been expected
to know.

Civil Procedure > Discovery > Privileged Matters >
General Overview

Evidence > Privileges > Attorney-Clieni Privilege >
Waiver

Torts > Business Torts > Fraud & Misrepreseniation >
General Overview

[HN14] The client in a fraud or similar action, may be
required to disclose its thoughts and knowledge, whether
or not those were acquired in whole or in part from con-
versations with its attorneys. It is not required to disclose
what was said between client and counsel.

C_OUNSEL: [*1] For TRIBUNE COMPANY, plain-
tiff: John I, McCarthy, III, King & Ballow, North Nash-
ville, TN. Alan M. Unger, Sidley & Austin, New York,
NY. John J. Lavelle, Sidley & Austin, New York, NY.
Steven M. Bierman, Sidley & Austin, New York, NY.
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TRIBUNE NEW YORK HOLDINGS, INC., plantiff:
Steven M. Bierman, (See above). Richard 8, Busch, (See
ahove),

For ROBERT A. PURCIGLIOTTI, defendant: William
G. ODonnell, O'Donnell, Fox & Gartner, P.C.,, NYC,
NY. For CASCIONE, CHECHANOVER &
PURCIGLIOTTI, deferidarit: William G. O'Donnell, (See
above). For WALTER STINGLE; DR., deferidant: David
8. Frankel, Kramer, Levin, Nessen, Karitin .& Prankel,
New York, NY. David 8. Frankel, Kramer, Levin, Naf-
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VICINITY, defendant: James J. Mumay, O'Connor &
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O'Connor & Mangan, Long Island City, NY. Judith I
Padow, Judith I Padow, Esq., New York, NY. For NEW
YORK NEWSPAPER PRINTING & PRESSMENS
UNION NO. 2, defendant: Julie Carlin-Sasaki, Skadden
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Arps Slate Meagtier & Flom LLP, New York, NY. Law-
rence A. Marcus, Skadden Arps Slate Meagher & [*2]
Flom LLP, NY, NY. For GREGORY BENEDICKS,
defendant: Kenneth E. Gordon, Gaordon & Gordon, P.C.,
New York, NY. For JAMES BENEDICKS, defendant:
Kenneth E. Gordon, (Sé¢ above). For MATTHEW
BENEDICKS, defendant: Kenneth E. Gordon, (See
above). For FRANK BOCCIA, defendant: Kenneth E.
Gordén, {See above). For HERMAN BRRKHIUS, de-
fendant: Kenneth E. Gorden, (See above). For
MICHAEL BOVE, defendant; Kenneth E. Gordon, (See
above). For WALLACE K. BRANDT, defendant: Ken-
neth E. Gordon, (See above). For CARMINE BUCCO,
defendant: Mitchell S. Ségal, Law Offices of Mitchell 8.
Segal, P.C, Great Neck, NY. For ANGELO
CARANANTE, defendant:. Kenneth E. Gordon, (See
above), For NEIL, CARANANTE, defendani: Kenneth E.
Cordon, (See above). For DONALD CARNEY, defen-
dant: Kenneth E. Gordon, (See above), For THOMAS 1.
CARNEY, defendant: Renneth E. Gordon, (See shove).
For GERARD CHRISTIANSEN, defendant: Michael M.
Buthman, New York, NY. For JOSEPH CIPOLLA, de-
fendant: Kenneth E. Gorden, (See above). For
CHARLES CLEMENT, defendant: Kenneth E. Gordon,
(See above). For DONALD €OLEMAN, defendant:
Kenneth E. Gorden, (See above). For CHARLES
COLLICA, defendant: Kenneth E. Gordon, (See above).
For RICHARD CONDON, defendant: [*3) Kenneth E.
Gordon, (See above). For JOSEPH F. CONNOR, defen-
dant: Kenneth E. Gordon, (See above). For MICHAEL
T. COYLE, defendant: Kenneth E. Gordon, (See gbove).
For ALBERT CRISCUOLI, defendant: Kenneth E.
Gordon, (S8ee asbove). For PARICK CUNNINGHAM,
defendant: Kenneth E. Gordon, (See above). For
EDWARD DESHONG, defendant: Kenneth E. Gordon,
(See above). For FRANK DESTEFANC, defendant:
Kenneth E. Gordon, (See above). For WARREN
DESTEFANO, JR., defendant: Kenneth E. Gordon, (See
above). For DANIEL DELANEY, defendant; Kenneth E.
Gordon, {See above). For JAMES DESCHLER, defen-
dant: Kenneth E. Gordon, (See above). For EDWARD I.
DEVANEY, defendant: Kenneth E. Gordon, (See
ahove). For CARMINE DIGRANDE, defendant: Ken-
néth E. Gerdon, (See above). For THOMAS
DIMATTEQ, defendant: Kenneth E. Gorden, (See
ahove). For FRANCIS: DONNATIN, defendant: Kenneth
E. Gordon, (Sée dbove). For JOHN DOWD, defendant:
Mitchell S, Segal. (See above). For MICHAEL DOWD,
defendant: Mitchell 8. Segal, (See above). For PETER
DOWD, deferidant: Mitchell S. Segal, (See above}. For

GEORGE EBLING, defendant: Xennéth E. Gorden, (See:

above). For LAWRENCE FARRELL, defendant: Ken-
neth E, Gordon, (See above). For RALPH FELLOWS,
[*4] defendant: Kenneth E. Gordon, (See above). For
HERMAN FIECHTER, deféndant: Kenneth E. Gordon,

(See above), For FRANK FOLEY, defendant: Kenneth
E. Gordon, (See above). For SIDNEY FREEDMAN,
defendant: Kenneth E. Gordon, (See above). For
ALFRED FREESE, defendant: Kenneth E. Gordon, {See
above). For VINCENT 1. GAGLIQ, defendant: Kenneth
E. Gordon, (8e¢¢ 3above). For ROBERT L.
GALLAGHER, defendant: Kenneth E. Gordon, {See
ghove). For FRANK GIANOTTA, defendant: Kenneth
E. Gordon, (See above). For HOWARD GRANTZ, de-
fendant; Kenneth E. Gordon, (See above). For STUART
GRANTZ, defendant: Kenneth E. Gordon, (See above).
For BRUCE HABER, defendant: Andrew S. Hoffman,
Wiseman Hoffinan & Walzer, New York, NY. For
THOMAS J. HARAN, defendant: Ralph E. Tupper,
Davis, Tupper, Grimsley & Seethoff, Beaufort, SC. For
MELVYN HELLER, defendant: Kenneth E. Gordoen,
(See above). For HANS HEUSER, deféndant: Kenneth
E. Gordon, (See above). For JOERG HEUSER, defen-
dant: Kenneth E. Gordon, (See above), For ROBERT W.
HOPKINS, defendant: Kenneth E. Gordon, (See above).
For THOMAS P. KELLY, defendant: Andrew Sal
Hoffmann, Wiseman, Hoffman & Walzer, Esqs., New
York, NY. For JOSEPH KENNIFF, defendant: Kehneih
E. Gordon, [*5] (Seec above). For CHARLES
KLEINERT, deféridant: John Thomas Roesch, Esq., East
Meadow, NY. For ANTHONY LARUFFA, defendant:
Kenneth E. Gordon, (See gbove). For AMOS
LEMMERMAN, defendant: Mary Elizabeth McGarry,
Simpson Thacher & Baitlett, New York; NY. Andrew S.
Hoffman, (See above). For JAMES G. LEONARD, de-
fendant: Kenneth E. Gordon, (See above). For DANIEL
LOFTUS defendant: Kenneth E. Gordon, (See above).
For WILLIAM LOFIUS, defendant: Kenneth E.
Gordon, (See above). For PETER LYNCH, defendant:
Kenneth E. Gordon, (See above). For LAWRENCE
LYONS, defendant: Kenneth E. Gordon, (See above).
For WILLIAM MARCIANO, defendant: Kenneth E.
Gordon, (See above). For JOHN A. MAZZINI, defen-
dant: Kenneth E. Gordon, (See above). For MICHAEL
MCCAFFREY, defendant: Kenneth E. Gordon, (See

above). For EUGENE MCCAULEY, defendant: Ken-

neth E. Gordon, (See above). For DANIEL. MCFAUL,,
defendant: Kenneth E. Gordon, (See above). For JOHN
H. MCGLYNN, defendant: Kenneth E. Gordon, (See
above), For STEVEN MCNELIS, defendant: Kenneth E.
Gordon, (See above). For DANIEL MCPHEE, defen-
dant: Kenneth E. Gordon, (See .above). For PATRICK
MCVEIGH, defendant: Mary Elizabeth McGarry, (See
above). Andrew 8. Hoffman, (See above). [*6] For
ROBERT MENENDEZ, defendant: Kenneth E. Goidon,
(See above). For JAMES MESCALL, defendant:
Mitchell 8. Segal, (See above). For STEPHEN
MILKOWSKI, défenddnt: Kenneth E, Gordon, (See
above). For JOSEPH MOTISI, defendant: Kenneth E.
Gordor, (See above). GERALDINE MURELLO, defen-
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dant, Pro se, Howard Beach, NY. For HARVEY
NAMM, defendani: Kenneth E. Gordon, (See above).
For PASQUAIE WNAPOLIL defendant: Kenneth E.
Gordon, (Sce above), For JOSEPH NIELSON, defen-
dant: Mitchell 8. Segal, (See above). For BERNARD
O'KEEFE, defendani: Kenneth E. Gordon, (See above).
For DENIS OSULLIVAN, defendant: Kenneth E.
Gordon, {Sec above). For ARTHUR OBLIGIN, defen-
dant: Kénneth E. Gorden, (Sec: above). For WALTER
OHR, defendant: Kenneth E. Gordon, (See above). For
JOSEPH A, PECHILLO, defendant; Kenneth E. Gordon,
(See above). For JOHN PEERS, defendant; Kenneth E;
Gordon, {See above). For JOSEPH PEERS, defendant:
Kenneth E. Gordon, (S8ee above), For KEVIN PERDUE,
defendant: Kenneth E. Gordon, (Sée above). For
EDWARD PERKINS, defendant: Kenneth E. Gordon,
(See above). For DONALD PHILLIPS, deferidant: Ken-
neth E. Gorden; (See abeve), For JAMES PISKACEK,
defendant: Kenneth E. Gordon, (See above), CLAUDE
POWELL, [*7] defendant, Pro se, New York, NY. For
CHARLES QUIGLEY, defendant: Kenneth E. Gordon,
{See above). For BERNARD RAMSEY, defendarit:
Kenneth E. Gorden, (See above). For WILLIAM
RAMSEY, deferidant: Kenneth E. Gordon, (See above).
For GERARD REYNOLDS, defendant: Kenneth E.
Gordon, (See above). For LAWRENCE RICHETTI,
defendant: Kenneth E. Gordon, (See above). GILBERT
RICCI, defendant, Pro se, Howard Beach, NY. For
FRANK RISPOLI, defendant: Kenneth E. Gordon, {See
above). For ROBERT J. ROMANOWSKI, defendant;
Kenneth E. Gordon, (See above). For ALEC
ROSENZWEIG, defendant: Andrew S. Hoffman, (See
-above). For MICHAEL RUBINO, IR, defendant:
Mitchell S. Segal, (See above). For RICHARD
RUBINO, defendant: Mitchell S. Segal, (See above). For
THOMAS RUGGIERO, defendant: Kenneth E. Gordon,
(See -above). For MICHAEL J. SALMON, defendant:
Kenneth E. Gordon, (See above). For ROBERT
SCHANZ, defendant: Kenneth E. Gordon, (See :abave).
For THOMAS SCHERRER, defendant: Kenneth E.
Gordon, (See atiove). For ROBERT SCHWEIKER, de-
fendant: Kenneth E. Gordon, (See above). HAROLD
SELETSKI, defendant, Pro se, Bln, NY. For ALEX
SHAW, defendant; Kenneth E, Gerdon, (See above), For
BRIAN SHEEHY, defendant: Kenneth E. Gordon, [¥8]
(See above). For DONALD SMITH, defendant: Kenneth
E. Gordon, (See above). For MICHAEL A. SOLOMON.
defendant: Kenneth E. Gordon, {See .above). For
HARRY STAINES, defendant: Kenneth E. Gordon, (See
above), Far THOMAS SULLIVAN, defendant: Kenneth
E. Gordon; (See above). For GEORGE TAPS, defendant:
Kenneth E. Gordon, (See abové). For RICHARD
TUCC], defendant: Kenneth E. Gordan, (See above). For
JOHN VALEK, defendant: Kenneth E. Gordon, (See
abhove). For BRIAN WALSH, defendant: Kenneth E.

Gordon, (See above). For FRANCIS WAILSH, defen-
dant: Kenneth E. Gordon, (See abave). For RAYMOND
WALSH, JR., defendant: Kenneth E. Gordon, (See
above). For THOMAS F. WALSH, deferidanit: Kenneth
E. Gordon, (See. above). CHARLES WAUGH, defén-
dant; Pro se, Bronk, NY. For JOHN WELCH, defendant:
Andrew -Sal Hoffmann, (Seée above). For WHW
DEFENDANTS, defendant: Andrew Sal Hoffmann, (See
above). For ROBERT D. HAWLEY, defendant: Kenneth
E. Gordon, {See above). For NY MAILERS UNION # 6,
deéfendant: Judith I. Padew, (S¢e above). Richard Rosen-
blatr, Boyle Tyburski & Rosenblatt, Englewood, CO.
RICHARD P. CONNELLY, défendant, Pro se, Brook-
lyn, NY.

JUDGES: THEODORE H. KATZ, United States Magis-
trate Judge.

OPINION BY: THEODORE H. KATZ

OPIKION: [*9]
MEMORANDUM OPINION AND ORDER

THEODORE H. KATZ, United States Magistrate
Judge.

This action was referred o me by the Honorable
Loretta A. Preska, United States District Judge, for gen-
eral pretrial supervision. Defendant, Dr. Walter Stinglé,
has moved to compel the production of documents and
disclosure of information that has been withheld on the
basis of the attorney-client privilege and work product
docirine, by platntiffs, The Tribune Company and related
entities ("The Tribune"), and the law firm that repre-
sented them in defending cases before the Workmen's
Compensation Board, Weiss & Wexler, P.C. nl Plaintiffs
and the Weiss & Wexler firm have responded to the mo-
tion in a series of lengthy letters and defendants have
submitted copious reply papers. The Court heard oral
argument on the motion on December 2, 1996,

nl Defendants Robert A. Purcigliott
("Purcigliotti”) and the law firm of Cascione,
Chechanover & Purciglionti, P.C. {"CC&P"),
have joined Stingle in his metion.

BACKGROUND [*10]
In this action, brought under the Racketeer Influy-

enced and Comupt Organizations Act, 18 US.LC &

1962(c)-d), et seq. ("RICO"), plaintiffs, who are the
former owners and publishers of The New York Daily
News (“"Daily News"), have sued several hondred defen-
dants, including former employees of the Daily News,
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theéir union, a physician they consulted and their attor-
neys. Plaintiffs allege that défendants vielated the RICO
Statute by implementing a scheéme to defraud them of
miltions of dollars through the filing of fraudulent hear-
ing loss claims with the New York State Workmen's
Compensation Board. The claims were filed against the
Tribune. Company, between late 1991 and early 1993,
after the resolution of & bitter stitke at the Daily News
and the sale of the newspaper to new ownets, The claims
related to hearing losses which allegedly occurred while
defendants were still employved by plaintiffs. Plaintiffs
contend, inter alia, that defendants’ attorneys, the firm of
Cascione; Chechanover & Purcigliotti ("CC&P") and oné
of its mermbers i particular, Robert A, Purcigliotti, par-
ticipated in the scheme by making fraudulent representa-
tions to attorneys and their agents at [*11] the firm of
Weiss & Wexler, who represented plaintiffs in the de-
fense of the workmen's compensation claims. Relying on
Purcigliotti's statements. and those of other defendants,
and hearing loss reports by Dr. Stingle, plaintiffs seitled
over three hundred workmen's compensation claims.

Leonard Fleischman was the claims examiner at
Weiss & Wexler who settled most of the claims at issue
in this case. Mr. Fleischman has been deposed and ques-
tioned in detail about the process he went through in set-
tling those claims. Afthough the parties disagree in their
characterization of the settlement process, the following
common elements are not in substantial dispute. It is
alleged that the claimants fraudulently reported noise-
induced hearing loss. Mr. Fleischman was given broad
discretion by The Tribune in settling the claims. Among
the things he considered were the hearing’ loss examina-
tions :and reports submitted by Dr. Stingle on behalf of
the claimants. The claimants were required to undergo a
separate hearing loss examination conducted by The
Tribuhe's medical consultants, Professional Evaluation
Group ("PEG™, and the results of those examinations
were also consideted by Fleischman. Although [*12]
Fleischman takes the position that hie investigated each
claim individually, he has little recall of the details of the
investigations he undertook otheér than to cenfirm
whether or not the claimant was still employed by the
Daily News. He testified that in some cases he requested
additional medical and payroll information, which he
was sometimes unsuccessful in securing. Most of the
claims were settled over the telephone in discussions
between Fleischman and Purcigliotti, the attorney repre-
senting the claimants. Fleischman testified that in each
case he asked Purciglioii whether the claimant was
wearing hearing protection subsequent to the alleged
noise exposure, and was thus removed from further ex-
posure to noisc_ at a time when he was no longer em-
ployed by The Tribune. He testified that Purcigliott an-
swered affirmatively in every case and that he relied on

those representations. Purcigliotti has denied making
such representations.

Defendants contend that in pursuing their RICO,
fraud and negligent misrepresentation claims, plaintiffs
must show that they behaved non-negligently and rea-
sonably relied on defendarnts' purported misrepresenta-
tions ir settling the claims. They argue [*13] that the
discovery unearthed to date demonstrates otherwise and
that the information being withheld by plaintiffs as privi-
leged is directly relevant and critical to their defense of
the action. They contend that the evidence shows that
after the Daily News was sold in March 1991, The Trib-
ung ceased any meaningful substantive review of the
hearing loss claims that were settled, Fleischman's inves-
tigation of the claims was de minimis and pro forma. He
had' virtually no communications with the client repre-
sentative at The Tribune Company regarding the settle-
ment of any action; he made little or no investigation of
the claims; and he settled each case in rote fashion, dis-
regarding The Tribune's own expert's view that the
claimed hearing losses were not caused by occupational
hazards and that the claimants were malingerers. They
argue that Fleischman simply applied compromise for-
mulas to reach an agreed-upon percentage of hearing loss
in each case, often disregarding the Tribune's own hear-
ing loss consultant's conclusions.

As further support for their thepry that plaintiffs did
not exercisé reasopable care in settling the claims, defen-
dants point to the fact that although Fleischman [*14]
claimed to have considered each ¢ase on its merits, he
could not recall what investigation he did with respect to
any particular claim. Although he stited that he would
have to see the claims files to recall the investigations he
undertook, when shown individual files his memory was
not refreshed, Similarly, although he claimed that be
discussed the settlement of varipus elaims with attorneys
at Weiss & Wexler, he could not recall the specifics of
any such discussions and testified that there would be no
documents. or notes reflecting the substance of those
conversations,

In light of the factual record developed thus far and

-defendants’ view of the legal standard they claim plain-

tiffs must meet — that they behaved non-negligently and
reasonably relied on defendants’ represéntations in set-
tling the claims -- defendants contend that what Weiss. &
Wexler persondel knew, the extent of any inyestigation
they conducted, their analysis of the validity of the
claims and potential defenses, how they viewed the con-
flicting data, and how they determined to settle the hear-
ing loss elaims, go to the very heart of plaintiffs' claims
in this action. In defendants' view, plaintiffs have placed
directly [*15] "at issue” the thinking and analysis of
their attorneys in setiling the hedring loss claims, and
thus have waived the right to withhold any doguments, or
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the substance of any discussions between attorneys at
Weiss & Wexler or with the clients at The Tribung, that
shed light on those mattérs. Finally, defendants argue
that by disclosing porticns of attorney-client discussions
(as well as certain discussions between attorneys at
Weiss & Wexler), plaintiffs have waived their right to
withhold other information about those discussions or on
the subject of those discussiens.

Plaintiffs respond that the information they have
withheld is protected by the work product dectrine and
attorney-client privilege. They contend that defendants
have been free to seek factval information from plaintiffs
and their counsel about what they knew and how they
went about settling the hearing claims, and have secured
detailed information in that regard without intruding
upon privileged communications. They argue that simply
by bringing a RICO action or one premised on fraud,
where reliance is an element of the claim, they have not
placed "at issue” attorney thought processes or attorney-
client communications [*16] so as to waive any privi-
lege. They further contend that the at issue” waiver doc-
trine does not apply to attorney work product. Finally,
plaimiffs dispute that they have waived any privileges
through disclosure of privileged communications.

DISCUSSION

Defendants séek disclosure of the following docu-
ments and communications: (1) any file potes and
memoranda in plaintiffs' claims files relating to each of
the defendant-employees, to the extent that they contain
evidence of Mr. Fleischman's, or any Weiss & Wexlér
attorney's, contemporancous analysis of the individual
claims, investigation of the claims; record of seitlement-
related information that had been secured; and notes on
seitlement of the claims; (2) any notes made by Mr.
Fleischman during his settlement negotiations of the
claims with Mr. Purcigliotd; (3) memoranda and corre-
spondence reflecting cemmunications between Weiss &
Wexler and The Tribuee about the defenge and settle-
ment of the hearing loss elaims; (4) the substance of dis-
cussions between Fleischinan and attorneys at Weiss &
Wexler, as well as between Weiss & Wexler attorneys
and The Tribune, regarding the defense and settlement of
the hearing loss claims [*17] (this information was
sought at depositions and was objected to); and ¢5) the
substance of discussions between Fleischman, other
Weiss & Wexler attorneys and Tribune staff, that may
relate to how Fleischman settled the claims and why, in
1993, the resolution of other claims was turned over to
Louis Salvo, an attorney at Weiss & Wexler (this infor-
mation was also sought at the depositions). n2 Although
defendants claim that the ‘generality of plaintiffs' privi-
lege log prevents them from assessing whether privilege
has been validly invoked as to certain documents, with:
only a few exceptions defendants do not sericusly dis-

pute that the withheld information facially constitutes
attorney work product or privileged sttomey-client
communications. Rather, the parties disagree primarily
over whether the protection normally afforded these ma-
terials has been waived.

n2 Defendants CC&P and Purcigliotti also
requested any information redacted from the
claims files maintained by Weiss & Wexler for
those .employee-defendants whose claims were
settled even though Dr. Stingle found zero hear-
ing loss. Although plaintiffs have now withdrawn
any claims in this action regarding the settlement
of those individuals' hearing loss claims, defen-
dants conténd that the redactions may be relevant
to an anticipated motion under Rule 11 of the
Federal Rules: of Civil Procedure, alleging that
plaintiffs did not have a good faith basis for pro-
ceeding against those defendants. Judge Preska
has ruled that she will defer consideration of any
Rule 11 motions umti] the completion of the case
and, similarly, any discovery pertatiing to such
motions will be deferred.

[*18]

Before addressing the issue of waiver, a brief review
of the nature of the two doctrines at issue is relevant.
[HN1] The work product doctrine, which is.embodied in.
Rule 26(b}3) of the Federal Rules of Civil Procedure,
protects from discovery documents, things and mental
impressions of a party or his representative, particularly
his attorney, developed for or in anticipation of litigation
or trial. The purpose of the doctrine is to permit attorneys
to prepare for litigation with a “certain degree of pri-
vacy," and without undue interference or fear of intrusion
or exploitation of one's work by an adversary. Hickman
v. Taylor, 329 U.S. 495, 510-11, 67 S. Ct. 385, 393, 91
L. Ed. 451 {1947); United States v. Construction Prods,
Research, Inc.. 73 F.3d 464. 473 (2d Cir.), cért. denied,
US. . 136L.Ed 2d 213, 117 8. Ct. 294 (1996 In re
Steinhardt Partners, L.P.. 9 F.3d 230, 234-35 (2d Cir,
1993). It does not protect from disclosure underlying
facts known to an attorngy or party, even if acquired in
preparatien for litigation, Seé Hickman, 329 U.S, at 50°
511, 67.8. CL at 392, 394: In re Six ‘Grand Jury Wit-
nesses, 979 F.2d 939, 944 (2d Cir. 1992), [*19] cert:
denied, 309 11.S. 965, 113'S. CL. 2997 £1993); Arkwright
Mut. Ins. Co. v. National Union Fire Ins. Co. of Pius-
bursh, 1994 U.S. Dist. LEXTS 13216, No. 90 Civ. 7811
(AGS), 1994 WL 510043, at *5 (SDN.Y. Sept. 16,
1994); Bowne of New York City. Inc. v. Ambase Corp.,
150 FR.D. 463, 471 (S.D.N.Y. 1993); United States v.

District Couneil of New York City and Vicinity of the

United Brotherhood of Carpenters and Joiners of Anier-
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ica, 1992 U.S. Dist. LEXIS 12307, Né. 90 Civ. 5722
(CSHXYTHK), 1992 WL 208284, at *6 (S.D:N.Y. Aug.

18, 1992). Materials produced and information posséssed
by an agent working for an atterney; such as an investi-
gater or claims adjuster, may be protected as work prod-
uct, particularly when disclosure of such information
would reveal the atturneys thinking and strategy. See

2]60 2170, 45L Ed. 2d 141 (1975) Fed, R. Ciy. P,

26(b)(3). [HN2] Work product developed in one case
retains its protection in other litigation, particulasly
where the cases are closely related, Arkwright. 1994
U.S. Dist. LEXIS 13216, 1994 WL 510043 at *6; Pine
Top Ins, Co. v. Alexander & Alexander Servs., Inc.,
1991 U.S. Dist. LEXIS 14610, No. 85 Civ. 9860 (PNL),
1991 WL, 221061, at #2 (S.D.N.Y. Oct. 7, 1991),

[HN3] Work product [#20] is not entitled to abso-
lute. protection and its production may be compelled
where the secking party demonstrates a "substantial
need" for the materials and undue hardship, i.e., an in-
ability to obtain the substantial equivdlent by other
means. Fed. R. Civ. P. 26(b)(3). Ordinarily, there is no
substantial need where the information can be obtained
by deposing witnesses, unless the witnesses are no longer
available or are umable to recollect the imformation
sought. Pine Top Ins. Co.. 1991 T.8. Dist. LEXIS
14610, 1991 WL 221061, at *2. The standard for produc-
tion is more stringent when the material sought reflects
the opiniong, thought procésses or strategy of an attor-
ney, because such material is deserving of the highest
pretection. Seée Upjohn Co. v. United States, 449 U.S.

The burden of breaching the privilege is thus particularly
high. United States v. Davis, 131 F.R.D. 391, 398
(S.D.N.Y. 1990). Nevertheless, the privilege does not
protect the client's knowledge of relevam fagts, whether
or not they were learned from his counsel, or facts
learned by an attorney from independent sources. Inre
Six Grand Jury Witnasses, 979 F.2d at 944 Arkwright.
1994 U.S. Dist. LEXTS 13216. 1994 WL [*22]_3510043,

at *5; Allen v. West Point-Pepperell Inc., 848 F. Supp.

423, 427-29 (S.D.N.Y. 1994); Bank Brussels Lambert,
1995 U.S. Dist. LEXIS 14808, 1995 WL, 598971, at**9-
10.

[HNS5] Because of the different interests served. by
the ‘work produet doctrine and the attorney-client privi-
lege, there are differences in the circumstances under
which each may be waived. The attorney-client privilege
belongs solely (o the client and thus may be waived, only
by the client, who also has the responsibility of ensuring
the continuing confidentiality of the information. Von
Bulow, 828 F.2d at 100-01. n3 In contrast, where the
attorney's work product is in issue, the attorney may
waive protection of the material. Carte Blanche (Singa-
pore) PTE, Lid, v, Diners Club Intl, Inc., 130 ER.D. 28,
32 (SDN.Y. 1990). [HN6] While the attorney-client
privilege is more sacrosanct than the work product doc-
trine, it is also easier to waive. Privileged attorney-client
communications are waived if the holder of the privilege
discloses or consents to disclosure of any significant part
of the communication to a third party or stranger to the
attorney-client relationship. In ré Kidder Peabody Secs.
Litig., 168 F.R.D. 459, 468 (S.D.N.Y. 1996). {*23] In

383, 398-402, 101 §. Ct, 677, 687-89, 66 1.. Ed. 2d 584
(1981); In re John Dee Corp.. 675 F.2d 482, 492-93 (2d
Cir. 1982); Holmgren v. State Farm Mut. Auto. Ins. Co.,
976 F.2d 573, 577 (9th Cir. 1992) (opinion work product
may be discovered when mental impressions are-at issue
in‘a case and the need for the material is compelling).

[HN4] The attorney-client privilege affords confi-
dentiglity to communicatiens among clients, their attor-
neys, [*21] and the agents of both, for the purpose of
seeking and rendering legal advice, so long as the com-
munications were intended to be and were in fact kept
confidential. In re Six Grand Jury Witnesses. 879 F.2d st
944 In re John Doe Com 675 F2d at 487-88: Baik

U.Ss. Dlst. LEXiS 148(}8 Nos a3 CIV 68?6' o4 Clv

1317 (KMWYICF), 1995 WL 598971, at *2 (3.D.N.Y.
Oct. 11, 1995). The privilege is among the oldest of the
common law privileges and exists for the purpose of
encouraging “full and truthful communication between
‘an attorney and his clieat . , ." Von Bulow v. Von Bulow,
828 F.2d 94, 100.{2d Cir. 1987); accord United States v.
Bilzerian. 926 F.2d 1285 1292 (2d Cir.), cert. denied,
502 US. 813 112 8. Ct. 63. 116 1.. Ed. 2d 39 (1991).

contrast, a waiver of work product occurs "only if the
paity has voluntarily disclosed the work-product in such
a manner that it is likely to be revealed to his adversary.”
Bowne, 150 FR.D. at 479; accord In re Steinhardt, 9
F.3d at 235,

n3 Although an attorney or other agent of the
client may net waive the privilege, a waiver may
oceur through an attérney where the client by his
actions impliedly waives the privilege or consents
to disclosure, Id.

[HN7] Privileges may also be waived when invoked
in some fundamentally unfair way. Typically, this occurs
where a litigant makes selective use of privileged materi-
als, for example, by releasing enly those portions of the
material that are favorable to his position, while with-
holding unfavorable portions. Nobles. 422 L1.S. at 239-
40 (work product waiver); Von Bulow, 828 F.2d at 101-

03 (citing cases) (attorney-client privilege waiver); In re

John Doe Corp.. 675 F.2d at 489 (work product waiver);
Bank Brussels Lambert, 1995 U.S. Dist. LEXIS 14808,
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1995 WL, 598971, at *¥5-6; [*24] Care Blanche, 130
ER.D, at 33 ("The 'fairnegs doctrine’ requires that testi-
miony as to.part of 4 privileged [attorney-client] cominu-
nication, in fairness, requires production of the remiain-
der."); cf. In ve Steinhardt, 9 F.3d at 235-36 (voluntary
submission ef work produet to SEC provides a benefit,
and waiver of privilege may not be selectively used to.
strategic advantage). Depending upon the extent and
context of the partial disclosure, the waiver may be
broad, covering all communication$ relating to the sub-
Ject matter of the disclosure, or narrow, covering only the
remaining portions of the partially disclosed communica-
tions. Thus, for example, where there is partial dis¢losure
in the context of the litigation for the benefit of the privi-
lege holder, there may be a compiete subject’ matier
waiver 4s 10 all communications on the subject. In con-
trast, where the disclosure is extrajudicial or non-
prejudicial to an adversary, there may be ne waiver or
only a narrow one, Von Bulow, 828 F.2d at 101-103
(citing cases); In re Kidder Peabody, 168 F.R.D. at 468-
69.

Of particuler relevance to the instant motion is an-
dther variant of the fairness doctrine — the "at issue”
[*25] waiver. [HN8] A privilege may be impliedly
waived where a party makes assertions in the litigation or
"asserts 4 claim that in fairness réquires éxamination: of
protected communications " Bilzerian, 926 F.2d at £292;
accord Grant Thornton v. Syracuse Sav. Bank, 961 F.2d
1042, 1046 (2d Cir. 1992); In re Kidder Péabody, 168

ER.D. at 470-72 (use of report to SEC in litigation to

demonstrate "goed faith” and as authoritative source of

facts results in waiver of work product and attorney-

chem privilege as to report and underlying documients);
C .

391, 395 (S.D.N. Y 1994), Common examples ef such
waivers are when a defendant asserts an advice-of-
counsel defense or @ good-faith defense which places in
issue whether his attorney made him aware that his acts
were illegal or otherwise improper.

In this. Circuit, the test often’ applied to determine
whether there has been an implied or “at issue” waiver
was set forth in Hearn v. Rhay. 68 FR.D. 574 (ED.
Wash. 1975). In that case a prisoner-plaintiff challenged
his confinement in a prison’s mental health ynit, pursuant
o 42 USC. § 1983 The defendant prison officials
raised the affirmative [*26] defense of gualified immu-
nity, thus placing in issue their objective and subjective
good faith. Of obvious relevance fo their good faith de-
fense was their knowledpe or disregard of plaintiffs
clearly established constitutional rights. Theé ¢eurt fonnd
that this placed directly in issue defendants’ communica-
tions with their attorneys that related to issues of malice
toward the plaintiffs or knowledge of plaintiff's constitu-
tional rights, and that the need for this information out-

weighed the policy behind the attorney-client privilege.
[HN9] The waiver test enunciated in Hearn, which has
been cited by courts in this Circuit, has three primary
elements:

(1) assertion of the privilege was a result
of some affirmative -act, such as filing
suit, by the asserting party; (2) through
the affirmative act, the asserting party put
the protected information at issue by mak-
ing it relevant to the case; and (3) applica-
tion of the privilege would have denied
the oppesing party access to information
vital to his defense.

Hearn, 68 R, at 581; see also Bilzerian. 926 F.2d at

1292 (defendant's invocation of "good-faith” defense to
securities fraud placed his knowledge of the law [*27] in
issue, thus waiving the -attorney-client privilege);
Parameunt Communications, 858 F. Supp. at 395; In re
Kidder Peabody, 168 F.R.D. at 470-72 (affirmative use
of report to demonstrate "good faith” waives attorney-
client privilege as to client statements given to aitorney
in preparation of report); Bank Brussels Lambert, 1995
U.S. Dist. LEXIS 14808, 1995 WI. 598071, at *3 (asser-
tion of defense of reliance on advice 6f counsel results in
"at issue” waiver, which may neot be limtited temporally).
As the court in Bank Brussels Lambert observed:

[HN1D] Cases where courts have
found a waiver of privilege based on the
"at issue" doctrine exhibit several com-
mon factors: (1) the very subject of privi-
leged communications [is] critically rele-
vant o the issue to be litigated, (2) there
[is] 2 good faith basis for believing such
essential privileged communications ex-
ist[], and (3) there [is] no other source of
direct proof on the issue.’

1995 U.S. Dist. LEXIS 14808, 1995 WL 598971, ai *5
(quoting Standard Chartered Bank PLC v, Ayala Intl
Holdings, 111 E.R.D. 76, 83 (S.D.N.Y. 1986)).

Although plaintiffs contend that Lhey have not
placed privileged communications "at issue,” as a pre-
liminary matter they argue that the [*28] “at isspe”
waiver doctrine applies only to the attorney-client privi-
lege, not work product. 1 do not find this distinction
meaningful, particularly in light of the greater protection
generally afforded the attorney-client privilege. While it
is true that the Hearn decision and most of the Second
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Circuit cases cited abeve, which. adopt the Hearn test,
involve waiver of the atiorney-client privilege, that ap-
pears 1o be more a function of factual context rather than
ane of principle. Cf. Holmgren, 976 F.2d gt 577 ("We
agree with the several courts and commentators: that have
concluded that opinion work product may be discovered
arid admitted when mental impressions are at issue in a
case and the need for the material is compelling.™). Fur-
ther, that courts have observed that it is more difficult to
waive work product protection than the atorney-client
privilege, through disclosure, see Bowne. 150 ER.D. a1
479, metely reflects the different interests underlying the
two doctrines, rather than any greater value placed on
protecting werk product as oppoesed to attorney-tlient
communications. The work product dectrine is intended
o protect against invasion and exploitation of [*29]
work preduct by an adversary, and is therefore waived
only when disclosed to an adversary; the attorney-client
privilege is premised upon an interest in confidentiality
as to all persons outside the attorney-client sphere, and is
therefore. waived when disclosed 1o any third party.

In fact, the stasidard for ™at issue" waiver is substan-
tially similar to the standard in Rule 26(b}3) ol the Fed-
eral Rules of Civil Procedure allowing for discovery of
work product. The Rule permits such discovery on a
showing of "substantial need” and inability to obtain
equivalent thaterials by other means. The "at issue”
waiver standard, as discussed above, requires a showing
of ¢ritical relevance or vital need. [HN11] Any distine-
tion based spon whether a party. itcelf has placed privi-
leged communications in issue is of little significance to
whether a waiver should apply to work produet or attor-
ney-client privilege. In any event, it cannot plausibly be
argued that the standard set forth in Rule 26 is more rig-
orous than the standard for "at issue” waiver. Therefore,
if the requirements of Rule 26 are satisfied and justify
production of plaintiffs' counsel's work product, satisfac-
tion of the "at waiver” doctrine [*30] becemes moot.

The more eritical question that has beén raised is:

whether plaintiffs have put privileged communicafions at
issue or defendants have demonstrated a substanitial need
for them. I must agree with plaintiffs, that simply by
pleading.an actien in fraud, plaintiffs have not placed in
issue their attorneys' work product er thought processes,
or privileged communications with their attorneys. While
it may be true that plaintiffs must demonstrate reasonable
reliance on the purported misrepresentations of defen-
darits, and that they acted reasonably in settling the hear-
ing loss claims, they can clearly do so without relying on
privileged documents or communications with their at-
torneys. Although defendants are free to atternpt to dem-
onstrate the converse conclusion — that plaintiffs setiled
the claims cavalierly, without regard for the facts or even
the representations made by defendants — [HN12] they

cannot justify breaching plaintiffs' privileges based on

défenses they choose to asseit. See Chase Manbiattan
Bank N.A. v. Drysdale Se¢s. Corp.. 587 F. Supp. 57, 59

(S.D.N.Y. 1984) (filing of secunties fraud suwit, which

necessarily involves justifiable reliance as an elemerit,
dees not [*31] give rise o implied waiver of attorney-
cliem privilege -aiid "it cannot be possible for [a defen-

dant] to justify breaching [the plaintiff's] privilege by

réason of its own pleading of an affirmative defense.
That would give an adversary who is a skillful pleader
the ability to render the privilege a nullity."); Arkwright,
994 1J.S. Dist. LEXTIS (3216, 1994 WL 510043, at *13
(although defeadant-reinsurer may attempt to: show that
plaintiff-insurance compdny suing for indémnificatipn

‘did not settle underlying claim in good faith, plaintiff did

not place "at issue" the content of its legal advice or
make allegations that miake an issue of its counsel's corni-
duct); Standard Chartered Bank. 111 F.R.D. at 84-85 ("If

SCB's position were correct, the [attorney-client] privi-

lege would be 4 nullity in all the vast commercial litiga-
tion in which fraud or reliance is an issue."); Paramount

LCommunications, 858 F. Supp. at 397 (simply because a

party's claims involve proof of reliance upon statements
of an adversary, it dees not impliedly waive the attorney-
client privilege).

[FIN13] What was said between client aiid counsel

may be useful for an adversary to know, but may not be
particularly rélevant, no-less essential, {*32] to proving
or disproving a claim of fraud, Rather, whit is relevant is
what the client knew or reasonably should have been
expected to know. See Standard ered B:
ER.D. at 79-82 {"I fail to see how-any privileged opinion
rendered by [counsel] can bear upon the issue of whether
[the client] actually did rely on SCB's statements and
whether, as a matter of law, it was eéntitled to so rely
based on all the facts known to it. Information on the
former question can be obtained from [the clent);, and
the latter question is to be determined by proceedings in
this court, not by the opinion of [the client’s] lawyers.");
Paramount Communications, 858 F. Supp. at 395-96;
Arkwright Mut. Ins. Co., 1994 U.S. Dist. LEXIS 13216,
1994 WL 510043, at *12 ("Even where a party's state of
knowledge is particularly at issue, such as in a case in-
volving claims of laches or justifiable reliance, waiver of
the [attorney-client] privitege should not be implied be-
cause the relevant question is not what legal advice was
given or what information was conveyed to counsel, but
what facts the party knew and when."). Therefore,
[HN14] the client in a fraud or similar action, may be
required to disclose its theughts [*33] and knowledge,
whether or not those were acquired in whole or in part
from conversations with its attorneys. It is not required to
disclose what was said between client and counsel.
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In the cowrse of arguing this motion, defendarits
have refined their position. Théy no longer rely solely on
plaintiffs' fraud claim as the basis for an "at issue”
waiver. Rather, they assert that there sre two additional
grounds for compelling the discovery of privileged in-
formation. First; they assert that in this case counsel's
conduct, knowledge and thought processes have been
placed direcily in issue because plaintiffs delegated vir-
tually complete discretion to Mr. Fleischman and the
Weiss & Wexler firm with regard to whether, and in
what amgunt, 1o settle the hearing loss claims in issue,
Second, in his deposition, Mr. Fleischmian testified about
what he did in settling the claims and took the position
that he conducted a reasgnable investigation of each
claim, It is argued that by defending the adéquacy of his
efforts in settling the claims, ke has placed his conduct in
issue, using it as a "sword”, and therefore cannot rely
upon privilege ds-a “shield" to preclude further discovery
into what he knéw- [*34] and did in defending and set-
tling the claims.

I am inclined to agree with defendants” position, at
least se far as it implicates the production of Mr.
Fleischman's purported work product. The deposition
testimony adduced in this case demonstrates that plain-
tiffs themselves had minimal involvement in the settle-
ment of the individual workmen's compensation claims.
The attorneys at the Weiss & Wexler firm were given
broad discretion in setting the claims. Indéed, that dis-
cretien was vested in Mr. Fleiscliman, who is not even an
attorney. He is-the person who discussed each claim with
Mr. Purcigliotti; he is the one who reviewed the hearing
examination results; he made the determination as to
what, if any, additional information to secure in order to
settle the claims; and, finally, he was the individual who
decided in what amount to settle the claims, He never
discussed the merits or settlement of any individual
claims with any representatives of The Tribune. If any-
one was mislead by any purported fraid or misrepresen-
tations of the defendants, it would hdve been Mr.
Fleischmasn,

In this respect, plaintiffs' claims directly and signifi-
cantly implicate- Fleischman's knowledge, thought proc-
esses [*35] and conduct, rather than those of plaintiffs;
which is more often the case where fraud is alleged. Cf.
Bowne of New York City, Inc.. 150 F.R.D, at 489
(where corporate defendant asseried counterclaims
against plaintiff alleging blame for late mailing of share-
holder documeénts, and corporation's attorneys played a
major role in the mailing, defendant put in issue its attor-
neys' eonduct and discussions regarding the mailing);
Grant Thornton, 961 F.2d at 1046 ("An attorney-client
privilege may be waived if a party ‘injects into . . . litiga-
tion an issue that requires testimony fromits attorneys or
testimony concerning the reasenableness of its attorneys'

conduct.™){citations omitted); Paramcunt Communica-
tions, 858 F. Supp. al 397 (court finds that claim prem-
ised upon reliance does not necessarily implicate advice
of counsel, and distinguishes cases where privilege is
waived because either the attorney-cliemt relationship
itself was relied upon to support a claim or "there was
gvidence that the attorneys theémselves independently
took actions or made decisions relevant fto the case™)
(emphasis added).

That Mr. Fleischman happens to be a claims adjustor
employed by plaintiffs’ [*36] attorneys cannot serve to
shield him from disclosing what he knew, thought and
did in settling the ¢laims, when it is the allegedly fraudu-
lently induced settlement of those claims by Fleischman
that is the crux of this action. Cf. Standard Chartered
Bank, 111 F.R.D. at 80, 82 (defendant who alleged fraud
and breach of oral agreement by plaintiff in relation to
stock purchase must disclose all facts it relied upon,
business advice it received, and its knowledge and
thoughts related to the wransaction); Aflen v. West Point-
Pepperell, Inc., 848 F. Supp. 423, 428. 430-31 (SD.N.Y.
1994) (where plaintiffs claimed that they had been
fraudulently induced into executing releases and agree-
ing to an employee payout plan, and defendants asserted
an unreasonable delay defense, plaintiffs and their attor-
ney were required to disclose all facts of which they
were aware, whether or not they were communicated to
or from the attorney, and their state of mind with respect
to the lawsuit, but they were not required to disclose
what they said to each other in the course of attorney-
client conversations); Holmgren, 976 F.2d at 577 (in a
case where bad faith settlément of an insurance claim
[*37] is alleged, even discovery of opinion work product
of defendant-insurer's agents concerning the handling,
viability and value of the claim are disc¢overable, because
mental impressions are theé pivotal issue in the liigation,
whether or net insurer remaing mute on the issue).

That Mr. Fleischman's knowledge, thought proc-
¢sses and conduct are clearly relevant in this case, and
unprotected by any privilege, has been implicitly, if not
explicitly, acknowledged by plaintiffs. At his deposition,
which is to continue, Fleischman was permitted to testify
about how he went shout settling the claims, the infor-
mation he sought to secure, and why he agreed to settle
the claims. For example, he testified about hew and why,
in certain cases, he chose to rely on hearing loss results
produced by Dr. Stingle, as opposed 1 those produced

'by The Tribune's independent hearing examiner (PEG),

see Fleischman Dep. Tr. at 289-90, that he settied each
claim on a case-by-case basis, id. at 376, 378-80, and
that certain claims were settled by simply averaging the
percentage of hearing loss found by Dr. Stingle and by
PEG, id. He testified about why undér certain circum-

-stances he felt he could or [*38] could not settle a claim,
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id. at 561-64, and that in some ¢ases he may have asked
an attorney at his firm to review the claim for his opinion
of whether it could be contested, id. at 598-99. Neverthe-
less, he was unable to recall the particular facts or cir-
cumstances that led him (o settle any individual claim
and his review of the redacted claims files did not refresh
tis recollection. He did not preclude the possibility,
however, that if able to review unredacted claims files
his recollection might be refreshed. Plainfiffs' counsel
objects however to production of file notes that were
written by Fleischman or attorneys at Weiss & Wexler,

on the grounds that such notes are work product because:

they would tend to reveal "his state of mind and the work

he performed leading up to his conclusion to settle the
[claims].” Transcript of Decembér 2, 1996 Hearing

("December 2 Tr.") at 19-20.

Under these circumstances, there is no legitimate ba-
sis o withhold file notes written by Fleischman or any
atorneys in his firm. As already demenstrated, what
Fleischman knew-and did with respect to the seitlement
of the claims is clearly relevant to plaintiffs' allegations
of fraud and the [*39] defenses to those claims. Indeed,
what he knew and undertook to do in settling the claims
is hasic factual information relevant to his claim of hav-
ing relied upon, and been mislead by, defendants. I must
assume that is the reason he was permitted to answer
questions on those subjects at his deposition. Moreover,
to the extent that there can be-any claim that this material
constitutes work product, it is difficult to discern liow
any such claim of privilege has not been waived.
Fleischman testified on these subjects at his deposition,
taking the position that i’ each case hé did what he be-
lieved was reasonable and necessary. Defendants are
entitled 10 any documents written by Fleischman that
reflect what he actually did, and that may contradict his
contention.

~ Finally, even if there hias been no waiver on this sub-
ject, the production of any purported work product con-
tained in the file notes related to each claim can be justi-
fied under Rule 26 of the Federal Rules of Civil Proce-
dure. First, the:deposition testimony makes clear that any
work product contained in the notes is primarily of a
factual nature, and the risk of disclosing counsel's opin-
jons or mental impressions is de minimis. [*40] For
example, Fleischman testified that he did not write down
notes of his conversations with Mr. Purcigliotti. Afier
agreeing to the settlement of a claim on the telephone, he
would simply write the agreed upon figure in the file
notes. Although plaintiffs withheld notes containing the
settlement figures on the grounds of work product, at the
oral argument of this motion the Court ordered the. pro-
duction of that material, The amount for which the
claims were settled is purely factual and simply because
it was written down by a claims adjustor dees not render

it work product. See December 2 Tr. at 7-12. The other
material withheld contains such information as whether a
claimant’s médical records or payroll records were
sought or reviewed by Fleischman before he settled the
claim. This information is contained in some of the ref-
erence hotes in individual clainis files. Plaintiffs' counsel
argues that Fleischman has been permitted to testify gen-
erally about what he did and knew in settling the claims;
however, disclosing his notes to the file, which might
indicate what he did before settling a particular claim,
would disclose his mental impressions by strowing what
he chose to write [¥41] down or not, or what he thought
abiout the claims, and should be protected as work prod-
uct. I find this reasoning to be circular and the distinction
to be meaningless.

The Court has reviewed in camera examples of the
reference notes and marginalia on notices of hearing con-
tained in the files, that were withheld as work product. A
reference note in a file reflecting whether a claimart's
medical or payroll records were sought or reviewed is, in
this context, factual and does little more to disclose
Fleischman's thought processes than his testimony on the
same subject. o4 In-any event, there is littie question that
this information, including Fleischman's thought proc-
esses in settling the claims, is relevant; since the manner
in which and on what bases these claims were settled is
the érux of this action. Moreover, sufficient need for
these tecords has been demonstrated, consistent with
Rule 26 of the Federal Rules of Civil Procedure, because
Fleischman was undble to reqall what steps he undertook
in settling particular ¢laims. Having asserted that he-con-

sidered each claim on its merits and that he undertook to

secure relevant information in settling the claims, defen-
dants surely [*42] have a right o test that assertion by
viewing any file notes that might reflect the efforts un-
dertaken and the factors considered by Fleischman in
settling the claims. This information is unavailable from
amy other source and its need far outweighs any intrusion
on whatever residual work product protection it retains.
Therefore, any written reference notes in the claims files,
or other marginalia contained in the files, that reflect the
information available and considered in resolving indi-
vidual claims, including any information provided by the
defendanis, shall be produced.

n4 Similarly, other file notes that contain, for
example, such information as the degree of hear-
ing loss claimed, whether the claimant was seen
by plaintiffs’ hearing expert and the level of hear-
ing loss plaintiffs’ expert found, the amount of
hearing loss agreed upon, the date of disablement
and the amount of the workmen's compensation
award, are primarily factual in nature.
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Similarly, plaintiffs aré to produce the "Memoranda
of Hearing" [*43] that were placed in the relevant
claims files. These documents were withheld on grounds
of work product and attorney-cliemt privilege; however,
plaintiffs have not met their burden of demonstrating that
they merit protection as atiorney-client communications
exchanged for the purpose of giving or receiving legal
advice. Although thie documerits are on Weiss & Wexler
letterhead and are addressed to The Tribune, at the oral
argumert on this motion counsel conceded that the
memoranda were, in fact, aever sent to the client, Rather,
they were $imply placed in the claims files as matters of
record which could he reviewed by the client at a later
time. See December 2 Tr. at 57-60. Given the testimony
that the client was not consulted on the seftlement of
individual claims and the concession that these memo-
randa were not sent ta the client for the purpose of ren-
dering legal advice, they do not come within the parame-
ters of the atterney-client privilege. To the extent that
these memoranda can be considered work product - a
dubiious proposition; since they were largely prepared
after individual claims were resolved — their production
is justified Tor thie same reasons as other purported work
[*44) product that has beefi ordered produced. These
meémoranda are straight factual recitations of the posi-
tions taken and procedures followed at the workmen's
compensation hearings. They also reflect facts available
to Weiss & Wexler when they decided to setfle the
claims. n5

15 I would note that between twenty and
forty unredacted hearing loss files were produced
by Weiss & Wexler to defendants for hearings
that sccurred between 1986 and 1990, These files
contained the same type of Memoranda of Hear-
ings that were withheld as privileged in the
claims files that post-dated 1990. See December
2 Tr. at 63-65.

The same ¢onclusion cannot be justified with respect
to memoranda and correspondence from the atiorneys
and Mr. Fleischman, at Weiss & Wexler, to fepresenta-
tives of The Tribute (e.g. Mr. Samuelson and Mr.
Granat), even if they do bear on the handling of the hear-
ing loss claims. This material is covered by the attorney-
client privilege, as well as the work product doctrine, and
its protection has not been waived [*45] simply by
plaintiffs filing a fraud action or by Fleischman's deposi-
tion responses about how he went about settling the
claims: Plaintiffs have not put in issue what they were
told by or learned from their atterneys, or what they said
to their attorneys while the claims were being litigated.
n6 Although, as:is often the case, information. the attor-
neys provided to their client might be useful 1o defen-

dants, its usefulness is not a sufficient basis to overcome
the attorney-client privilege. Moreover, even if the sub-
ject of these communications had begn placed "at issue”
by plaintiffs, the other criteria for finding an "ai issue"
waiver are not present, inasmuch as defendants have or
will have other sources of infermation about how the
claims ‘were settled, including the facts known by
Fleischman when he settled the claims, Fleischman's
depositiontestimony and the attorngy notes to the files
that have been ordered produced in responsé to the in-
stant motion, o7

n6 Insufficient information was provided on
one memorandum authored by Mr. Fleischman,
from which to reach a conclusion on its privi-
leged stitus. See Memorandum Re: New Yerk
State Hearing Loss, dated January 18, 1993,
Bates Nos. 02841-02842. There is no addressee
on the memorandum, although counsel has repre-
sented that it was sent to The Tribune. Moreover,
this memo was writlen at a time when defendants
-contend that Fleischman had ceased working on
the hearing loss claims. Based upon the Court's in
camera review of the document, it is not readily
apparent that it inivolves the rendering of legal
advice or work product, although the context in
which the document was written may effect that
conclusion. For example, there was some sugges-
tion at the oral argnment of the motion that
Fleischman may have been providing assistance
in the litigation of wonresolved compensation
claims or the preparation of the instant litigation.
Plaintiffs are to submit an affidavit by Fleisch-
man setting forth the addressee of the document
as well as additional information necessary to es-
tablish that the document is privileged. Any in-
formation that would tend to disclose the sub-
stance of the communication may be submitted in
camera,

[*46]

n7 As-the Court has.already ruled at the oral
argument of the motion, to the extent that any
ministerial communications  between Mr.
Samuelson of The Tribune and Weiss & Wexler
were withheld, that do not involve the giving or
seeking of legal advice, they are to be produced.

The remaining issues in this motion relate to objec-
tions 1o deposition questions about the. substance of cer-
tain conversations between (1} Mr. Fleischman and Mr.
Samuélson, a representative of The Tribune; (2) Mr.

Page 13



Case: 1:02-cv-05893 Document #: 751 Filed: 11/03/06 Page 95 of 115 PagelD #:16624
1997 U.S. Dist. LEXTS 228, *

Fleischman and Mr. Salvo, an attorney at Weiss & Wex-
ler who Fieischman consulted ahout the clairmis and who,
in 1993, eventaally took over the defense of the hearing
loss claims; and (3) Mr. Fleischman and/or other Weiss
& Wexler staff and representatives of The Tribune.

Fleischman testified about a single conversation he
had with Mr. Samuelson about his handling of the
claims, That conversation apparently took place after a
purporteéd proposal by Mr. Purcigliotti to Fleischman,
about settling the hearing loss claims, In his conversation
with Samuelson, Fleischman related what Purcigliotti
‘had said .and Samuelson told [*47] Fleischman to defend
the cases that he could defend and otherwise to settle
them. This information was provided at Fleischman's
deposition. Se¢ Fleischman Dep. Tr. at 283-86. At the
‘oral argument ‘of the instant motion, it was. established
that Fleischman and Samuelson have disclosed the entire
substance of their conversation and mo information has
been withheld on privilege grounds. Moreover, there are
no documents related to that conversation that have been
withheld. See December 2 Tr. at 67. Any contention that
there has been sclective disclosure of portions of this
conversation is therefore moot. Plaintiffs have objected,
however, to Fleischman's testifying about what Messrs.
Weiss and Wexler told him was Samuelson's response to
them regarding the same Purcigliotti proposal. This ob-
jection, based upon the attorney-client privilege and
work product doctring, see Fleischman Dep. Tr.-at 278-
79, cannot stand. Having disclosed Samuelson's com-
ments on the same subject in one conversation, plaintiffs
have waived any claim of privilege as to his comments
on the same subject in other conversations. Fairness dic-
tates that defendants have Samuelson's full response to
Purcigliotti’s [*48] alleged proposal. Cf. Bank Brussels
Lambert, 1995 U.S. Dist. LEXIS 14808, 1995 WI,
598971, at *3 ("The client's offer of his own or the attor-
ney's testimony as to & specific commiunication to. the
attorney is a waiver as: to all other communications to the
attorney on the same subject.”) (queting In re Shearman
& Sterling, Nos. 2-124, M8 85, C84-3894, C84-743
{RO). 1986 WL 6157, at *1 (S.D.N.Y. May 30, 1986)).

Mr. Fleischman had a conversation with Mr, Salvo
in 1991 in which he asked Salvo whether a Tribune em-
ployee who returned to work in a noisy environment
could nevertheless maintain a hearing loss claim against
The Tribune based upon an earlier noise exposure. Satvo
apparently told him that the employee would have a vi-
able claim against The Tribune so long as he was subse-
quently removed from noise exposure through, for ex-
ample, the use of a hearing protector. At the eral argu-
ment of the motion, plainiiffs' counsel took the position
that Salvo and Fleischman testified fully and completely
about that conversation and no informafion was withheld
on the basis of privilege. Defense counse] had a different

recollection. See December 2 Tr. at 68-70. The Court
ruled that al the continuation eof Fleischman's [*%49]
deposition defendants could establish whether any por-
tion of the conversation had been withheld and, if se, that
Fleischman could be. questioned about the remainder of
the conversation. Even plaintiffs' ¢counsel appeared to
concede that there had been a waiver of any work prod-
uct relating to that particular conversation. The parties
disagree, however, about whether a waiver of work
product as o that conversation waives any work product
with respect to all subsequent conversations between

‘Salvo and Fleischman on the subject of the hearing loss

claims. Plaintiffs' counsel argues that any waiver was
inadvertent and there can be no:showing that the sub-
stance of the waived cenversation was used as a sword in
the litigation, 50 as to preclude shielding other privileged
conversations. | agree. There is no evidence that plain-
tiffs allowed disclosure of the substance of the one con-
versation between Salvo and Fleischman so as to gain

_some advantage in the litigation, or that the disclosure

will result in any prejudice to defendants. Moreover,.
defeéndants have not shown any other "substantial need”
or justification for disclosure of other privileged conver-
sations. There is no reason, in this instance, [*50] to
extend any waiver beyond the conversation in issue.

Mr. Salvo had ancther conversation with Mr.
Fleischman in 1993, at which time Salvo had assumed.
tesponsibility for the hearing loss ¢laims that remained to
be resplved. That conversation purportedly involved
some discussion of how Fleischman had dealt with the
claims i the previous three years. Defendants theorize
that. The Tribune may have been dissatisfied with
Fleischman's handling of the claims and that such infor-
mation would. be relevant to plaintiffs' claim that they.
were defravded by the defendants in settling the claims.
Similarly, there were meetings in 1993 between Salvo,
other Weiss & Wexler attornieys, and Tribune Company
staff in which Fleischman's handling of the hearing loss
clainis was discussed. Plaintiffs' counsel has objected to
the disclosure of any information from Weiss & Wexler
attorneys and Tribune Company staff related to those
meetings .and conversations, on the grounds of work
product and the attorney-client privilege. See, e.g;, Salvo
Dep. Tr. at 306-13.

I see no basis to order further disclosure of the sub-
stance of these conversations. For whatever evidentiary
value it may have, defendants are {*51] free to ask Trib-
une executives what they knew about the claims and how
they feli aboui Fleischman's handling of the claims be-
tween 1990 and 1993. They have apparently already
dené so to somé extent, However, what The Tribune staff
said to their attorneys, or what their attern€ys discussed
among themselves about how the claims were handled
prior to 1993, either during the handling of the claims in
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issue, in preparation for the defense of other ¢laiws, orin
preparation for the initiation of this litigation, is pro-
téctéd work product and privileged attorney-client com-
munication and has neither been put "at issue” hor
waived by plaintiffs, These privileged communications
are not placed "at issue" simply because they relate to the
hearing lgss claims and defendants believe that it might
be helpful to théir case to know whether plaintiffs were
dissatisfied with how Fleischman setiled the claims.

CONCLUSION

Plaintiffs shall supplement their discovery produc-
tion in accordance with the conchsions set forth above,

SO ORDERED.
Theodore H. Katz.
UNITED STATES MAGISTRATE JUDGE

Dated: New York, New York
Januvary 10, 1997
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Briefs and Other Related Documents

Trustmark Ins. Co. v. General & Cologne Life Re of

AmericaN.D.I1L,2000.0nly the Westlaw citation is

currently available.

United States District Court, N.D. Illinois; Eastern
Division.
TRUSTMARK. INSURANCE COMPANY.,
Plaintiff,
V.

GENERAL & COLOGNE LIFE RE OF AMERICA,
Formerly known as Cologne Life Reinsurance
Company Defendant,

No. 00 C 1926,

‘Dec. 20, 2000.

MEMORANDUM OPINION AND ORDER

*1 Before the Court is Defendant General Cologne
Life Re of America's (“Cologne™) Motion to Compel
Production of Documents By Plaintiff Trustmark
Insurance Company (*“Trugteark™). Trustmark claims
that the documents at issue in this case are protected
by the attorney-client privilege and/or the work
product docirine. Cologne, conversely, maintains that
Trustmark's Privilege Log, describing the documents
at issue in this case, is vague, and otherwise
insufficient to justify the alleged privileged nature of
the documents, Cologne further argues that any
privilege that does exist has been waived, The
documents at issue in this case have been submitted
to the Court for an in.camera review. For the reasons
set forth below, the Court grants in part and denies in
part Defendant Cologne's Motion to Compel
Production of Documents.

BACKGROUND

The underlying dispute between Timstmark and
Cologne conceérns whether there was a “joint
venture” between the partiés in which they were to
acquire a block of Individusl Dissbility Income
policies {“the IDI block™ or “Hartford block™) from
Hartford Life Insurance Company-and Hartford Life
and Accident Insurance Company (collectively
“Hartford Life”). Trustmark's Complaint, which was
removed to the Northern District of Illinois on March
30, 2000, alleges that, on October 28, 1998,
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Trustmark entered into a “binding letter of intent”
with Hartford Life to purchase the IDI block, and that
Cologne, as a joint venturer, was to bear 50% of
Trustmark's risk arising out of the IDI block, or
alternatively, that Cologné was contractually
obligated to reinsure 50% of Trustmark's risks on

those insurance policies. ™

FN1. While there was no written joint
between Trustmark and Cologne, Trustmark
bases its Complaint on. allegations of oral
confracts and promissory estoppel.

However, on Séptember 3, 1999, Cologne advised
Trustmark, by leter, that it did not want to participate
in the proposed transaction with Hartford Life, and
ultimately, decided not to go forward with the
transaction. & Nonetheless, in December ‘1999,
Trustmark: entered into an agreement with Hartford
Life. Trustmark majntains that, afier September 3,
1999, when it recéived what it deemed a repudiation
of Cologne's agreement to participate in the joint
ventufe, it ¢rganized a group of employees (including
two in-house attorneys), and one independent
contragtor, to form a “control group” to deal with the
shticipated litigation over Cologhe's September 3,
1999 refusal to participate in the joint venture. 24

EN2. Specifically, the September 3, 1999
letter stated, in relevant part: *“We [Cologne]
know you [Trustmark] have attempted for
many months to resolve outstanding issues
on this reinsurance deal, principally the
question of whether previously existing
reinsurance on the block would continue,
and problems with the data that had been
provided prior to the letter of intent. Having
waited many months. for finalization of the
agreements, and with no clear progress to
resolve: those issues, the conditions of the
letter of intent are not met and we are forced
to conclude that no agreement is in effect.”
(See Plaintiff's Memorandum in Response to
Defendant's Motion to Compel [“Pl's
Memo™], Ex. 2 of Ex. A.)

FN3. Whether each member of Trustmark's
supposed “control group” is truly a member

© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works,
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of the “control group,” as understood in
Illinois, is one of the issues before the Court.
As explained supra, the Court finds that two
‘Trustmark employees were not propetly part
of Trustmark's “control group.”

Darring the ensuing litigation, Trustmark has withheld
a series of memos and notes regarding seven
meetings occurring on September 7, October 4, 11,
18 and 25, and November 1, 22 and 29, 1999.
Trustmark maintains that these documents are
protected by attorney-client privileged
communications and/or the work product doctrine, as
they were all created after Cologne's September 3rd
repudiation of the joint venture. Cologneé contends
that Trustmark's Privilege Log does not specify who
attended these meetings or the specific subject matter
discussed. Furthermore, Cologne believes that these
meetings were either ‘between Hartford Life and
Trustmark employees regarding their renegotiation of
their proposed -agreement, or meetings -among
Trustmark employees. about the Hartford Life
negotistion, and consequently, did not concem
anticipated litigation with Cologne and/er legal
advice. Hencé, according to Cologne, these
documents are not privileged, and even if they were,
the privilege has been waived because (1) Trustmark
showed the documents to employess outside the
“control group”; and (2) Trustmark has waived any
privilege concerning documents relating to its
contractudl relationship with Hartford Life by
injecting that issue into the case. 2

FN4. As explained supra, this argument is.
based on the “at issue” waiver of privileged
communications.

DISCUSSION

*2 The matter immediately before the Court involves
the applicability of the work product doctrine and
attorney-client privilege to Document Nos.
1,3,4,5,6,7,8,11, 12 13,14,15,.and 19 on Trustmark's
Privilege Log.™ “Because the attorney-client
privilege and work-product doctrine obscure the
search for truth, both should be confined to. their
narrowest possible limits to. minimize the impact
upon the discovery process.” I8 7iemack v. Centel
Corp., No. 92 C 3551, 1995 WL 314526 at * 2
(N.D.TH. May 19, 1995} (citations omitted).

FNS. In Cologne's Motion to Compel, it
asked for Document Nos. 2,9,10 and 16 on
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Trustmark's Privilegé Log, as well as the
documents  listed above. However,
Trustmark provided Document Nos. 2,9,10
and 16 to Cologne sometime before its
Response to Cologne's Motion to Compel.
Thetefore, Document Nos. 29,10, and 16
are no longer at issue in this case, and the
Court will not address Cologne's arguments
with respact to their production.

EN6. Trustmark confends that the attorney-
client privilege applies to all documents at
issue in this case, and that the work product
doctrine applies to all document nos. except
Document No. 6 (where the attomey-client
privilege only applies.)

A. Attorney-Client Privilege ™2

FN7. In divemity cases, such as the:case sub
Judice, Illinois law determines the
applicability and scope of the attorney-clienit
privilege.  Caremark, Inc. v. Affiliated
Computer Services, Ihe., 192 FRD, 263,
265 (N.ID.111.2000).

The attorney-chient privilege is designed to protect,
from discovery, documents which reflect
communications made in confidence by the client.
Ziemack, supra, 1995 WL 314526, at * 3 (citation

omitted), The privilege applies to-communications by
achenttoalnwyerandvmavema. e_r[g;

New York,No. 89 C 0876. 1997 WL 769467, at *
(ND.Il.Dec9, 1997). Under the attomey-chem
privilege, (1) Where legal advice of any kind is
sought (2) from a professional legal adviser in his
capacity as such, (3) the communications 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 adviser, (8)
except the protection be waived. United Stgtes v.
White, 950 F.2d 426, 430 (7th Cir.1991). The party
seeking to invoke the attorney-client privilege bears
the burden of establishing all essential elements of
the privilege. Id.

Not every disclosure from client to attomey is
entitled to protection from discovery. Ziemack, supra,
1995 WL 314526, at * 3 (citation omitted). The
attomey-client privilege “ ... protects only those
disclosures-necessary  to qbt_am informed legal
advice-which might not have been made absent the
privilege” ° Id. (citation omitted). “Thus,

© 2006 Thomson/West. No Claim to Orig, U.S. Govt. Works.
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communications from the attorney to the client
should be privileged only if the statements do in fact
reveal, directly or indirectly, the substance of a
confidential communication by the client.” Jd. at *4
{citation omitted). Furthermore, the attorney-client
privilege does not protect communications primarily
regarding business advice. “Thus, for the privilege to
apply, counse! must be involved in a legal, not
business, capacity, and the confidential
communications must be primarily legal in nature.”
I, (citation omitted).

B. Work Product Doctrine 2%

FN8. Unlike the attorneéy-client privilege,
the work product doctrine is governed by a
uniform federal standard even in diversity
cases. Dawson v. New York Life Ins. Co.,
901 F.Supp. 1362, 1367 (N.D.111.1995).

The work product doctrine protects from disclosure
docurments and  tangible thmgs otherwise
discoverable that were “prepared in anticipation of
hnganmorformalbyorfaramthwpmy or by or
for that other party's representative.” Fed. R. Civ.P.
26(b)(3). “Tt exists sa that one party does not gain an
unfair advaniage over another party by learning the
ot]wr party's counsel's strategws and. legal theones ?
Sehoal ra’ ' .

'@ D.Ill 1999}.(cttauon omitted),

*3 For documents prepared prior to the filing of a

lawsuit, as is the case at bar, the “prospect of

litigation” must be identifiable because of specific

claims that have already arisen. Pamer v. Marshall
, 1.

{citation onntted) Thctcstls“whethcrmhghtofthc
‘factual context the document can fairly be said to
have been prepared or obtained because of the
prospect of litigatdon™ Wsel v. Fiduciary
Management Associates, Inc.. No. 99 € 1719, 1999
WL 1129100, at *2 {N.D.[lL.Dec.7, 1999) (citation
omitted). Although the prospect of litigation need not
be:mmmcnt, it must, nevertheless, appear that the
primary motivating purposs behind the creation of a:
document must be to aid in possible future litigation.
Dometic Sales Corp. v. Intertherm, Inc., Civ. No.
$87-81, 1988 WI. 492342, at * 11 (N.D.Ind. March
28, 1988) (quotation and citation omitted).
Additionally, a document is only considered work-
product if it is primarly concermed with legal
assistance. In re Stern Walters Partners, Inc,, No, 94
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C 5705, 1996 WL 115296, at* 4 (N.D.IIL March 13,
1996) (citation omitted). 22

EN9. It is important to note that the work

fuct doctrine extends to documents

prepared by a party's representative 'or"agen’t
and not jost the attorney. See, e.g., Venire v.

Darramc Rental Carp No. 92 C 3289, 1993
: ; ) e.13, 1993).

A party may obtain access to an opponent's work
product only upon establishing a “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.” Fed R. Civ.P. 26(b)(3): This is a
difficult burden to meet, and is likely to be satisfied
only in “rare situations, such as those involving
witness unavailability.” Scurto v. Commonwealth
Edison Co., No. 97 C._7508, 1999 WL 35311, at *2
(NDII Jan 11, 1999) (citation and quotations
omitted). Moreover, even if a party satisfies that
burden, the door is not opened to all attorney work
product. Rather, Rule 26 draws a distinction between
“opinion” work product and erdinary work product.
Rule 26{b)(3) provides that, even when a showing
has been made sufficient to require production of
attorney work product, “the court shall protect
against disclosure of the menial 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); see also Ziemack,

suprd, 1995 WL 314526, at * 6 (holding that Rule 25

specifically protects “opinfon” work product from
disclosure even in the face of undue hardship). This
suggests that the protection of opinion attorney work
product {as opposed to ordinary work prodact) is for
“all intents and purposes absolute.” Scurfo, 1999 WL
35311, gt *2 (citation omitted). In the case sub judice,
Defendant has made no showing of substantial need
sufficient to invade the work product immunity.
Therefore, the Court need not address what portions
of the documents 4t issue in this case, protected by
work product, involve “opinion” work product as
opposed to ordinary work product 19

EN10. Cologne's only discussion of
“gubstantial need” concerns Docurnent. Nos.
2 and 16, which have since been produced,
and consequently, are no longer at issue in
this case. (See Cologne's Memorandum in
Support of its Motion to Compel at 13-14.)

© 2006 Thomson/West. No Claim to Orig. U.S. Govt. Works.
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C. Waiver of Applicable Privileges

*4 As a preliminary matfer, it must be stressed
{because neither party addresses this point in their
motions) that thers aré different standards applied for
waiver of work product protécied communications as
compared to attorney-client communications. As
explained in Wsol, supra, unlike the attorney-client
privilege, which 1s based on protecting the
confidentizlity of communications between lawyers
‘and clients, the work product doctrine is based on
promoting the adversary system, by protecting the
confidentiality of materidls prepared by an atiorney in
anticipation of litigation. 199% WL 1129100, at * 6
{citation omitted). Hence, waiver of the work product
doctrine only oceurs if the disclosure to a third party
is “inconsistent with the maintenance of secrecy for
the. disclosing party's adversary.” Minnesota School
Boards, supra, 183 F.R.D. at 631 {citation omitted};
see also Bramlette v. Hvundai Motor Co., No. 91 €
3635, 1993 WL, 338980, at *3 (N.D.lL. Septl,
1993)(*While any voluntary disclosure by the holder
of the attorney-client privilege is inconsistent with
the confidential relationship and thus waives the
privilege, it is not incomsistent with work product
‘protection to disclose information in the pursuit of
trial preparation, se long as the information is
maintained in secrecy against the opponent.”).

Here, and as explained in more detail supra, there has
been no waiver of the. work product doctring, since
Trustmark clearly intended and expected that its
communications at meetings with iis alleged “control
group” would remain confidential and protected from
adversaries sach as Cologne. Each document at issue
is labeled as confidential and privileged, and the.
Court has no reason to dishelieve Trustmark's
-assertion that it.created, what it considered a “control
group”, after September 3, 1999, to investigate and
strategize about Cologne's repudiation of what
Trustmark considered a2 binding joint venture
agreement, Thus, even if Trustmark showed these
documents to members who were not properly part of
{its “control -group,” as long as those members were
adversaries to Cologne, the work product privilege
would not be waived.

With respect to the attorey-client privilege,
however, the law on waiver is not as forgiving.
Because Illinois follows the “control group™ test to
determine whether an employee's communications
with corporate counsel are protected by the attorney-
client privilege, Cologne comectly contends that, if
Trustmark showed its -attormey-client privileged
communications to employees outside Trustmark's
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“control group,” then the attorney-cliemt privilege
would be wawed (or would not -apply). See, eg.
Archer Iy d Co., v. Koppers Co., Inc.,

(L. App Ct 1985)(finding _enginoer's report ot
attorney-client privileged because engineer was not 2
member of employer’s “control group™)..

Celogne asserts that, at least three members of
Trusimark's supposed “control group”, are mnot
properly members of the “control group™, and that
therefore, the attorney-client privilege has been
waived with respect to all documents that were
shown to these noni-conirol group individuals. While
the Cowrt finds that independent confractor
Christopher Kinback was properly 2 member of
Trustmark’s control group, the Court has concerns
about employees Bill Blohm, Second Vice President
of Administration, and Steve Schattner, Manager of
Policyholder Services, who according to Raymond
Lester, Vice President and Associate General
Conpnsel for Trustmark, appear to have merely
supplied information to Frederick Schick; Executive
Vice President of Personal Insurance, about nonlegal .
issues, and did not contribute, or have the ability, to
make. any final decisions concerning legal issues.
(See P1's Memo, Ex. A, Lester Aif. at ¥ 5.)

1. Mr, Kinback is a Member of the “Control Group”,

*5 The Court finds that independent contractor Mr.
Kmback was properly part of Trustmark's “control
group”, because he was an agent of Trustmark who
served as an advisor to top management and was
“consulted for the purpose of determining what legal
action the corporation” would pursue. Consolidation
al Co._v. Bucyrus-Erie Co., 89 1124 103, 59
HiDec. 666, 432 NE2d 250, 258 (111.1982).
According to Trustmark, Mr. Kinback was initially
hired on August 13, 1999, by Trustmark's senior
management, to build a new, individual disability
claims organization, but, following Cologne's
September 3, 1999 repudiation of the joint venture,
Trustmark expanded Mr, Kinback's role to include
evaluating Cologne's ‘assertions about the claims-
handling process regarding the Hartford block, and to
ultimately advise senior management. According to
Mr. Lester's affidavit, no management decision
regarding Cologne's assertions about Tmustmark's
claims-handling practices would be made without
Mz, Kinback's advice and recommendation. (See PL's
Memo, Ex. A, Lester Aff. atq 5(F).)

The recent case, Caremark, Inc. v. Affiligted
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Computer _Services, Inc, 192 FERD. 263
(N.D.111.2000), fully supports this Court's conclusion
that Mr. Kinback was properly included in
Trustmark's *“control gmup” Caremurk held that the.
attorney-client privilege in Iilinois may protect
communications between a non-smployee agent,
such as Mr. Kinback, and a corporation, if the
corporation can show: (1) the non-employee agent
served as an advisor to top management of the
corporate client; (2) this advisory role was such that
the corporate principal would not normally have
made a decision without the agent's advice; and (3)
the agent's opinion or advice in fact formed the basis
of the final decision made by those with actual
authority within the corporate principal U
Caremark, 192 FR.D, at 267 {citing Consolidation
Coal, supra, 59 Tl Dec. 666, 432 N.E.2d at 258).

FN11. Cologne ‘argues in its Reply that the
holding in Caremark was confined to “the
narrow situation where the corporation gives
express authority to 2 non-employee agerit to
communicate with attorneys on behalf of the
corporate principzl for the purpose of
receiving legal -advice,” (see Defendant's
Reply Memorandum at 7, quoting
Caremark, 192 FR.D. at' 267), and that this
limited holding does not accurately describe
Mr. Kinback. The Court disagrees and notes
that, with respect to Document No. 1, for
instance, Trustmark's in-house attorney, M.
Lester, specifically requested Mr. Kinback’s
advice regarding. the IDI block and
Cologne's apparent repudiation of the joint

The Court finds that the foregoing criteria have been
met, and that Mr. Kinback was a part of Trustmark’s
control group, While Cologne compares Mr.
Kinback's role to the engineer in Archer Daniels,
supra, who. merely supplied technical data and
opinions to senior management, and was not found to
be 4 member of the control group, this Court finds,
after its in camera review of the documents, that Mr.
Kinback played an infegral part in Trustmark's
decision-making process with respect to the IDI
block and ensuing litigation with Cologne, and thata
decision about this litigation would “not normally be
‘made without hig [Mr. Kinback's] advice or epinion
" Consolidation Coal supra, 59 Tl.Dec. 666, 432
N.E.2d at 258.

2. Employees Mr. Blohm:and Mr. Schattner Are Not
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Members of the “Control Group.”

According to Mr, Lester, employees Bill Blohm and
Steve Schattmer served as direct advisors to Frederick
Schick, and had direct contact with Lincoln National
and Swiss Re, which reinsured significant portions of
the Hartford block. (See Pl's Memo, Ex. A, Lester
Aff. at  5.) According to Mr, Lester, Mr. Schick
headed the business unit at Trustmark that had direct
responsibility for the Hartford block after January 1,
1999, and, collectively with two other Trustmark
hightevel employees (Mark McKinlay and Jack
Eckert, respectively), made final management
decisions. (/d.) In other words, Mr, Blohm and Mr.
Schattner advised Mr. Schick about the status of
reinsurance arrangements, and then Mr. ‘Schick, along,
with two other high-level individuals, made final
managetment decisions.

*6 While the “control group” test is generally
satisfied only by management level employees with
the ability to make final decisions (such as Mr.
Schick), individuals “whose advisory role to top
management in a particolar area is such that a
decision would not normally be made without [their]
advice or opinion, and whose opinion in fact forms
the basis of any final decision by those with actual
authority, [are¢] properly within the control group.”
Comohdat:on Coel, 39 TlDec. 666, 432 N.E.24d at

257-58. “Thus, if an employee of the status described
is consulted for the purpose of determining what
legal action the corporation will pursue, his
communication i§ protected from disclosure.” Id. at
258.

In the case at bar, the Court is unable to conclude,.
based on the information that Trustmatk has
provided, that Mr. Blohm and Mr. Schattner were
proper members of Trustmark's “control group.”
Significantly, it is the party who claims the privilege
that has the burden of showing the facts which give
rise to the privilege. Consolidation Coal, 59 1ll.Dec.

666. 432 N.E.2d at 257-58. Here, there is no evidence
thai Mr. Blolim or Mr. Schattner occupied an

advisory role in an arga that such a decision would

not normally be made without their advice or
opinion, or that they otherwise contributed to
decisionmaking on a legal (35 opposed to business)
issue. While they may have provided facts about
reinsirance arrangements to senior management, the
foens of the Court for finding privilege is “on
individual people who substantially influenced

decisions, not on facts that substantially influenced

decisions.” Archer Daniels, supra, 93 1l Dec. 91,485
N.E2d at 1304, Indeed, in Consolidation Coal and
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Archer Daniels, for example, the court found that
employees who provided the technical information
about accidents and safety features to opinion
makers, were not themselves in the control group
and, therefore, their communications were noi
privileged. Similarly, the Court finds that Mr. Blohm
and Mr. Schatiner's information about reinsurance
arrangements;, provided to senior management, is
akin to providing technical information, and does not
make them part of the “control group.” In sum, an
émployes is not a member of the control group if top
mansagement merely relies upon him for supplying
information.

Particularly telling is that, in Mr. Lester's affidavit, of
the twelve employees that are described as being part
of the “contrel group,” only Mr. Blohm and Mr.
Schatiner are not depictéd as being consunited before
management decisions were made. Furthermore, as
pointed out by Cologne in its Reply, Trustmark has
failed to explain how information pertaining to
teinsurance and third party reinsuriers (that of which
Mr. Blohm and Mr. Schattner advised Mr. Schick)
has any ccmnecnon 10 Trustmark's claims against
Cologne. B2

FN12. Also informative is deposition
testimony- of Michael Plazony, Trustmark's
Vice-President of Administration, who said
that ke, essentially, could net explain how
the issue of reinsurance hiad any connection
to Trustmark's' claims against Cologne,
(Defendant's Reply Memorandum, Ex. 1,
Plazony Dep. at 169-75.)

However, as explained supra, because the Court finds
that Documents Nos, 1,3,4,5,7,8,11,12,13,15 and 19
are protected by the work product doctrine, showing
these documents. to employees Mr. Blohm and Mr.

Schatiner, non-control group employees, does not
waive the work product privilege. * ‘While the mere
showing of a voluntary disclosure to a third party will
generally suffice to show wavier [sic] of the attorney-
client privilege, it should mot suffice in itself for
waiver of the work product privilege.” * Chamberlain
Mfe. Corp. v. Maremont Corp., No. 90 C 7127, 1993
WL 625511. at * 3 (N.D.IIL. Jely 21, 1993) (citation
omitted). Therefore, regardless of whether employees
Mr. Blohm and Mr. _Schattner were truly part of
Trustmark's “eontrol group”, Doecument Nos.

1,3,4,5,7,8,11,12,13,15 and 19 remain pnwleged
based on the work pmduct doctrine 2

Page 6

FN13. Although Cologne asserts in its Reply
that showing work product protected
documents to non-control group employees:
waives the work product doctrine, Cologne
cites no cases for this proposition. (See
Defendant's Reply Memorandum at 4.)
Indeed, as explained infra, the work product
doctrine is not as easily waived as the
attorney-client privilége.

3. The “At-Issue” Waiver Does Not Apply.

*7 Cologne argues that the December 1998 letter of
intent was not binding on Trustmark, and therefore
not binding on Cologne. Cologne maintains that, as
part of Trustmark's case in chief, Trustmark must
prove that it wag bound by the letter of intent to
coifiplete.  the transaction with Hartford Life.

Consequently, Cologne argues that, to the extent that
ary documents on the Privilege Log relate to the
legal issue of whether or not Trustmark was legally
bound by the letier of intent with Hartford Life, any
applicable privilege has been waived. This argument
is based on the “af issue™ waiver of privileged
comingnications.

While this argument may have surface appeal, the
Court finds that the “at issue®™ waiver does not apply
in this context, becanse Trustmark has not put its
communications with its counsel or its work produet.
at issue in thig Litigation. As éxplained in Certain
Underwriters, supra, 1997 WI, 769467, at * 3 a
party must affirimatively try to use the privileged
comimunication to defend itseif or attack its opponent’
1in the lawsuit before the “at issue™ waiver may apply.
In addition, Certair Underwriters held that this
exception can only apply if allowing privileged
communications to protect against disclosure would
be “manifestly unfair” to the opposing party. /4,

A review of cases applying this principle further
illustrates that the “at issue™ waiver is not applicable
to the present controversy. For instance, in Pyramid
Controls, Inc. v. Siemens Indus. Automations, Inc.,
176 FRD. 269, 272 (N.D.IIL1997) (citation
omitied), the court held that the implied waiver (or
“at issue” waiver) of privileged communications

occurs “where a party voluntarily injects either a
facmalorlegallssuemtothecase, the truthful
resolution of which requires the examination of the
confidential commumications.” Furthermore, in fn re
JMP Newcor Intern.. Inc. 204 BR. 963, 965
(N.D.TI1.1997), the court explained that the at-issne
waiver -excgption to privileged communications is
most frequently applied when (1) the attomey is a
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defendant against a charge of professional negligence
or breach of duty, or (2) in “bad faith” insurance
litigation, where the insurer is sued for the position
taken in the underiying coverage litigation. In Hegrn
¥. Rhgy, 68 F.R.D. 574, 581 (E.D.Wash,1975), a case
relied on by Cologne, the court held that defendants
who raised an affirmative defense of qualified
immunity, in an action brought under 42 1JS.C. §
1983, waived the attomey-client privilege with
respect to legal advice relating to the issues of malice
or knowledge of plaintiff's legal rights, See also
Scurto, supra, 1999 WL 35311, at *5 (holding that a
party can waive atiomey-client or work product
immunity by plicing at issue the advice or work
product of eounsel); Johinson v. Rauland-Borg Corp.,
961 F.Supp. 208, 211 (N.D.IL1997) (finding
privilege waived, in Title VII case, where employer
“intends to argue that it is not liable because it acted
reasonably by employing the outside -attomey to
investigate the matter.”); Hucklo v. City of Osk
Forest, 185 FR.D. 526, 529 (N.D.IN.1999)(holding
that advice of counsel is placed in issue where the
client “asserts a claim or defense, and attempts to
prove that clasim or defense by disclosing or
deson'bmg an attorney chent communication.”);

- 1978)(finding
that the at—lssue wawer apphed where defendants
asserted .as an essential element of their defense
reliance upon advice of counsel).

*8 The aforementioned cases show that the “at issue”
waiver is used where the activities of cournsel are
directly at issue. Here, Trustmark has not placed, or
affirmatively relied on, advice of counsel or counsel's
work product to establish any element of its case in
chief. Significantly, the truthful resolution of whether
the letter of intent with Harford Life was legally
binding does not require the disclosure of privileged
communications. Merely because Trustmark's
counsel may have discussed this eclement of
Trustmark's case, and embodied those discussions in
privileged documents, does not mean that Cologne
has a right to those communications. Such a rule
would undermine the very protection offered by the
attorney-client privilege or work product doctrine 284
As eloquently stated in Hucklo, supra, “[aldvice is
not in issue merely because it is relevant ..” 185
F.R.D. at 529.

EN14. Even in the case Cologne cites,

Medical Waste Technologies L I.C. v.
Alexian Bros. Medical Center_inc., No 97.

C 3805, 1998 WL 387705, at *1_(N.D.IIL
June 24, 1998), the court held that the

Page 7

waiver of privileged communications via the
“at issue” doctrine normaily occurs by the
assertion of ap “affirmative defense’™ In
Medical Waste, the defendant raised a
“pew” affirmative defense, and the plaintiff
requested privileged material concerning
this “new” affirmative defense. In the case
sub judice, there is no affirmative defense or
“new” issue that has been ifijected into the
case. While the “comtrol group” that
Trustmark assembled may have discussed
the letier of intent, these conversations per
se are not what is at issue here. Plaintiff is
not  affirmatively  marshaling  these
commumications to its advantage, and
therefore the “at issue” waiver does not
apply.

D). Application of Privilegés to Documents

While unsble to disclose the specific facts contained
in each respéctive document, the Court finds that
Document Noz. 1,3,4,5,7,8,11,12,13,15 and 19 are ail
protected by the work product doctrine, and that
Document Nos. 1, 3 and 19 are further protected by
the attomey-client privilege. The Court finds that
Document Nos. 6 and 14 are not protected, and
therefore must be produced to Cologne.

With respect to the work product doctrine, the initial
quiry is whether Trustmark can demonstrate that
the documents were. prepared because of possible
Iltlgatlon. After carefully reviewing the documents at-
issug; the Court finds that there are “objective facts
establishing an identifiable resolve to litigate.”
Allendale Mut, Ins. Co. v. Bull Data Systems, Inc.,
145 FRD. 84, 87 (N.D.I11.1992) (citation omitted).

M. Lester stated in his affidavit that, from the date of
the September 3, 1999 letter, Trustmark anticipated
litigation with Cologne over the existence of
Cologne's obligation, as co-joint venfurer, tp assume
an oqual share of the risk when Trustmark purchased
the IDI block from Hartford, {See PL's Memo, Ex. A,
Lester Aff. at § 5.) Furthermore, according to Mr.
Lester, after the September 3rd repudiation of the
joint venture, Trustmark formed a “working. group to
evaluate,. formulate and access Trustmark's ongoing
strategy in light of the anticipated litigation with
Cologne * (Id) An in camera review of the
documents corroborates Mr. Lester, and Trustmark's,
assertion that the documents this Comﬁnds to be
protected by the work product doctrine were, indeed,

prepared in anticipation of potential litigation with
Cologne.
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Document No. I is° an October 27, 1999
memorandum, authored by Trustmark's independent
contractor Mr. Kinback, and requested by in-house
counsel Mr. Lester, to evaluate Cologne's assertions
about the claims handling process conceming the IDI
block, and to discuss JHA's review of the Hartford
claims. ™3'Not only was this document specifically
requested by Trustmark's in-house attorney, it reveals
client communications (from Trustmark’s agent Mr.
Kinback) for the purpose of securing legal advice for
Trustmark, and, consequently, clearly represents
attorney-client privileged communications.
Additionally, it also contains Mr. Xinback's mental
impressions, conclusions, and opinions concerning
anticipated litigation with Cologne. As explained
infra, work product protection may extend to
documents prepared by clients, or agents of clients,
and not just documents prepared by an attorney, See
Caremark, Inc. v, Affiliated Computer Services, Inc.,
185 FR.D. 610, 615 (N.D.I11. 2000)(“Under Rule 26

.. materials prepared in anticipation of litigation by
any representative of the client are protected,
regardless of whether the representative is acting for
the lawyer... Thus, whether a document is protected
depends on the miotivation behind its preparation,
rather than on the pérson who prepares it.™).

EN15. According to Cologne, JHA i a third
party consultant that performed a claims
audit for Trusttnark and reviewed the
Hartford block:

*9 Finally, although Cologne contends that
Document No. 1 contains a business-related analysis
of insurance claims, and therefore is not protected
-communications, the Court finds that there are, in
fact, references to Cologne, and its attempt to remove
itself from the Hartford risk, While there might be
somegenemlbusmessanalysxscomamedmthis
memoratdum, the Court, nonetheless, finds that it is
protected, because the document primarily concerns
facts and strategies for Trustmark’s continuing
negotiations with Cologne, in light of Cologne's
mpudxatmn of the “joint venture” “{Wlhere. a
document is prepared because of the prospect of
litigation, apalyzing the likely outcome of that
litigation, it does not lose protection merely because
it is also created in order to assist with a business
decision.” Caremar, 195 FRD, 4t
Hence, Document No, 1 is protected by both the
attorney-client privilege and work product
doctrine EIS
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FN16. Employees Mark McKinlay and
Frederick Schick, as well as Attorney. Lester,
received Document No. 1. Because Mr.
McKinlay and Mr. Schick are “control
group” employeces, the attorney-client
privilege is not waived.

Document No. 3. is a October 7, 1999 memorandum,
requested by Trustmark attorneys Mr. Lester and Mr.
Gramm, authored by Trustmark employee Mark
McKinlay, concerning the Hartford assumption and
Cologne's decision to exit the partnership, Because
this document primarily relays. factual information
and inciudes a chronology of key events-and does not
concern or request legal advice per se-the Court finds
that it is not protected by the attorney-client privilege.
Nonetheless, the Court finds that it is protected by the
work product doctrine, as it is a “tangible” document
that was prepared because of anticipated litigation
with Cologne. While it does not contain legal
strategies or mental impressions, and therefore is not
“opinion” work product, it remains ordinary work
product that is, nevertheless, protected, unless there is
a showing of “substantial need”, which there is not in
this case. The Court finds that, whatever facts are
contained in this memorandum and chromology,
could be obtained through traditional discovery
avenues.

Document Nos. 4,5,7,8,11,12,13,and 15 are all
protected by the work product docirine. They all
contain either meeting assignments or meeting naotes
(or both), and clearly reflect Trustmark's strategy in
dealing with the IDI block and Cologne's exit ffom
the partnership. While non-control group employees
Bill Blohin and Steve Schatiner received all of these
documents (except do¢: no. 5), this fact, as discussed
infra, does not waive work product protection. See,
eg., Wsol supra, 1999 WL 1129100, at *6
(“Disclosure of materials protected by the work
product doctrine to a third party does not
automatically waive the protection. For waiver, the
disclosure must be to an adversary.”) While Mr.
Blohm and Mr. Schatter are not “control group”
employees, as understood in Illinois, they are,
nonetheless, employses of Trustmark who
participated in the meetings concerning the Hartford
block and Cologne's repudiation, and certainly not
adversaries of Trustmark. Thus, the work ‘product
privilege applies, and is not waived MU

FN17. The Court does not analyze whether
any of these documents involve privileged
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attorney-client communications, as all of
these documents (except Do¢. No. 5, which
was only sent to the file) went to non-control
group employees, Mr. Blohm and Mr,
Schattner, and therefore any attormey-client
privilege would be waived.

*10 Document No. 6 i3 a September 8-9, 1989
memorandum titled “Individual Disability Claims,
Updaie and Action Plan ”, authored by Trustmark
employees Mr. McKinlay and Mr. Plazony, and
requested by -attorneys Mr. Lester and Mr Gramm.
Trustmark only contends that this document is

protected by the attormey-client privilegé-not the

work product doctrine. After a review of this
document, the Court finds that, aithough it was
requested by in-house coumsel, ‘it does not concern
legal -advice, or reveal facts for securing legal advice
concerning Cologne, and thus is not attorney-client
privileged. Rather, Document No. 6 concems, as the
title accurately depicts, a factual update and strategic
action plan fer the Hartford block individual
disability claims, Cologne is not evén mentioned in
the document. ™2 Accordingly, Document No. 6 is
not protected and must be produced to Cologne.

FN18. Arguably, this document might have
been protected under the work product
doctrine, as it contains an “action plan’
However, since Trustinark did not assert the
work ‘product privilege, the Court need not
address whether Document No. 6 would
have been shielded from discovery by the
work product dectrine.

Document No. 14 is a November 2, 1999
memorandum authored by attorney Mr. Lester to
Trustmark employees, including non-control group
employees Mr. Blohm and Mr. Schatiner, and
therefore any attorney-client privilege is waived.
Additionally, the Court finds that this document is
not protected by the work product doctrine, because it
does not concern Cologne, or anticipated litigation
with Cologne, and therefore fails the threshold
inquiry of the work product doctrine. Instead, this
document describes legal langnage for dealing with
an objection by one of Trustmark's reinsurers,
Lincoln National, to the settlement of claims,
Trustmark fails to explain how communications
concerning its reinsurer Lincoln National relate to
possible litigation with Cologne. Accordingly, this
document is not privileged and must be produced to
Cologne.
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Document No. 19 are handwritten notes, dated
September 7, 1999, by Trustmark's attorney, Mr
Lester, concerning his commuinications with
Trustmark employees about Hartford Life and
Cologne’s repudiation. These notes were placed in a
file, and non-control group employees did not receive
them. After a review of this document, the Court
concludes that this document is clearly protected by
the attorney-client privilege and the work product
doctrine. See Sanner v. Board of Trade of City of
Chicago, 181 FER.D. 374 (N.D.IIi. 1998)(finding that
general counsel's meeting notes constituted profected
work product).

CONCLUSION

The Court, having carefully considered the matter,
and for the reasons set forth above, finds that
Documents Nos. 1,3,4,5,7,8,11,12,13,15 and 19 are
privileged, and that Pocument Nos. 6 and 14 are not
privileged, and consequently, must be turned over to
Cologne. Therefore, the Court grants in part and
denies in part Defendant's Motion. Accordingly,

IT IS HEREBY ORDERED that Defendant's Motion
To Compel Production of Documents by Plainitiff be,
and the samé hereby is, granteéd in part and denied in

N.D.IIL,2000.

Trustmark Ins. Co. v, General & Cologne Life Re of
America _

Not Reported in F.Supp.2d, 2000 WL 1898518
(N.D.JIL.)
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LEXSEE

WASHINGTON BANCORPORATION, et al., Plaintiffs, Counterclaim Defen-
dants. v. WAFIC R. SATD, et al., Defendants, Counterclaim & Cross-Claim Plain-
tiffs v. LUTHER H. HODGES, JR., et al., Cross-Claim Defendants

Civil Action No.

88-3111 (RCL)

UNITED STATES DISTRICT COURT FOR THE DISTRICT OF COLUMBIA

1989 U.S. Dist. LEXIS 5135

May 10, 1989, Decided and Filed

CASE SUMMARY:

PROCEDURAL POSTURE: Defendant shareholders
filed a motion to compel production of docyments. and
testimony from plaintff corporation.

OVERVIEW: The corporation established a special
committee in response to the filing of schedules by cer-
tain sharcholders that disclosed an intent to seek the res-
ignation of the chairman of the corporation. The corpora-
tion and the majority of directors -contended that any
communications that took place.during 2 special commit-
tee meeting were protected by the attorney-client privi-
lege. The court ordered the corporation to submit the
minutes from the special committee meetings to the court
for in eamera inspection within 15 days of the date-of the
opinion and order so that the court could have deter-
mined what portions merited proetection. The court held
that the report by the corporation's counsel to the full
board regarding the special committees' activities could
not have constituted a waiver to the extent that factual
disclosures were made to that board, since the corpora-
tion board members were sufficiently high-ranking offi-
cers of the same ¢orporate client.

OUTCOME: The court ordered that the corporation's:

motion to compel production of documents and testi-
mony was denied with respect to cértain documents, and
further ordéred that thé shareholders' motion was denied
in part and granted in part with respect to doguments that
related to attorney fees expended hy the corporation,

CORE TERMS: attorney-client, sharcholder, work
product doctrine, motion to compel, disclosure, federal
agencies, documents relating, inspection, advice, media,
billing, in camera, interviews, minutes, anticipation of

litigation, amount of fees, law firm, interrogatories,
stockhiclder, redact, disclosing, confidential information,
legal adviee, billed, stock, decuments presented, compel
testimeny, work product, good cauge, memerandum

LexisNexis{R) Headnotes

Evidence > Privileges > Attorney-Client Privilege >
Scope

Legal Ethics > Client Relations > Confidentiality of
Information

[HN1] The attorney-client privilege protects communica-
tions made primarily for the purpose of obtaining legal
advice or assistance, reasonably believed by the client to
be necessary for the purpose, and intended t6 be confi-
dential. The privilege does pot protect from disclosure
facts that an attorney conveys to his client that he re-
ceives from other persons or sources: The attorney-client
privilege does extend to a confidential communication
from arn attorney te a ¢lient, but only if that communica-
tion is-based on confidential information provided by the
client.

Business & Corporate Law > Corporations > Share-
holders > General Ovérview

Legal Ethics > Client Relations > Confidentiality of
Information

[HN2] The factors: the court sheuld lock to in detérmin-
ing whether sharchelders show good cause why the at-
torney client privilege should not be invoked are, the
number of sharcholders and the percentage of stock and
the percentage of stock they represent; the bona fides of
the sharéholders; the nature of the shareholders’ claim
and whether it is obviously tolerable; the apparent ne-

Page |



Case: 1:02-cv-05893 Document #: 751 Filed: 11/03/06 Page 111 of 115 PagelD #:16640
1989 U.S. Dist. LEXIS 5135, *

cessity or desirability of the shareholders hdving the in-
formation and the availability of it from other sources;
whether, if the shareholders’ claim is of wrongful action
by the corperation, it is of action criminal, or illegal but
not criminal, or of doubtful legality; whether the com-
munication related to pasi or prospective actians;
whether the comrunication is of advice concerning the
litigation itself; the extent to which the communication is
tdentified versus the extent to which the shareholders are
blindly fishing; the risk of revelation of trade secrets or
othér information in whose confidentiality the corpora-
tion has an interest for independent reasons.

Criminal Law & Procedure. > Interrogation > Miranda
Rights > Right to Counsel During Questioning

Legal Ethics > Client Relations > Confidentiality of
Information

[HN3] The attorney-client privilege only protects diselo-

sure of commuinications; it does not protect disclosure of

the underlying facts by those who communicate with the
altoroey.

Civil Procedure > Discovery > Privileged Matters >
Work Product > General Overview

Criminal Law & Procedure > Counsel > Effective As-
sistance > General Overview

Governments > Federal Governmient > Claims By &
Against

[HN4] The attorney work product doctrine protects an
attorney's work product prepared in anticipation of litiga-
tion,

Civil Procedure > Discovery > Methods > Requests for
Production & Inspection

Civil Procedure > Discovery > Privileged Matters >.

Work: Product > General Overview

[HN3] The work product doctrine may in some cases be
overcome by a showing of "substantial need." Under
Fed. R. Civ. P. 26(b) {3), a party miay obtain discovery of
documents and tangible things prepared in anticipation of
litigation only upon a showing that the party seeking
discovery has substantial need of the miaterials in the
preparation of the party's.case and that the party is unable
without undue hardship to obtain the substantial equiva-
lent of the materials by other means.

OPINION BY: [*1]
LAMBERTH
OPINION:
MEMORANDUM QPINION AND ORDER

ROYCE €. LAMBERTH, UNITED STATES
DISTRICT JUDGE

This case comes before the court on Holdings De-
fendants’' n1 metion te compel production of documents
and testimony, Washington Defendants' n2 memorandum
in suppert of the motion te compel, the oppositions of
plaintiffs and of Majority Directors; n3 and Holdings
Defendants’ reply, as well as the arguments by counse] at
a hearing on all putstanding motions held on April 17,
1989, plaintiffs and Holdings Defendants having arrived
at a settlement of their claims against each other, nd
Washington Defendants at the hearing on April 17, 1989
orally adopted the motion to compel originally. brought
by Holdings Defendants.

nl Heldings Defendants are Wafic Said,
Richard § Bodman, Ziad H. Idilby, and Washing-
ton National Holdings, N.V.

n2 Washingfon Defendants are Robert B.
Washington, Jr. Washington Investors Limited
partnership, and RBW Investmernt Limited part-
nership V.

a3 The Majority Directors are Luther H.
Hodges, Jr., Duff Kennedy, Peter Del Col, Theo-
dore Pedas, Edmund B. Cronin, Jr., Wallace F.
Holliday, Sr., Thomas Hale Boggs, Ir., Douglas
W. Hawes, Harry Huge, and Fitzgerald S. Hud-
son.

n4 The court has not yet approved dismissal
of Holdings Defendants' derivative cause of ac-
tion,
[*2]

Defendants seck to compel testimony and docu-
mients relating to the proceedings of the Special Commit-
tee of plaintiff Washington Baticorporation (hereinafter
"WBC") which among other things authorized the insti-
tution of this case. More specifically, they wish to com-
pel testimony relating to the matters discussed at certain
Special Committee meetings as well as the documients
presented by counsel to plaintiff during those mettings.
n5 Plaintiffs and the Majority Directors contend that the
communications and documents sought are protecied by
the attorney-client privilege and by the atterney work
product doctrine. Defendants argue that no attorney-
client or work product doctrine protects those communi-
cations or documents, and, alternatively, that any attor-
ney-client or work product privilege has been waived by
eertain disclosures to federal regulatory agencies, and to
the media. Finally, defendants argue that as shareholders
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of WBC they may surmount any attorney-clierit privilege
for good cause shown. During the hearing held on April
17, 1989, defendants withdrew the part of their moticn to
compel relating to their propesed "White knight" privi-
lege.

n5 In an affidavit, plaintiffs’ counsel repre-
sents that pertinent meetings of the Special
Commiftee took place an October 13, 17, 21 and
26 -of 1988. Plaintiffs’ Opposition Te Motion To
Compel Production Of Documents And Testi-
mony [hereinafter "Plaintiffs’ Oppositibn”], Ex-
hibit 1.

[*3]

In brief, the WBC “Special committee” was estab-
lished on Qctober 12, 1988 in response to the filing of
amended Schedules 13D by certain of the defendants
disclosing an intent to seek the resignation of the chair-
man of WBC, Luther H. Hodges, Jr. Upoa the advice of
plaintiffs' counsel, that Special Committee among other
things appreved the institution of this case as well as
communications with certain federal agencies concerning
possible violations of federal law by defendants, and
contact with the media.

Plaintiffs and the Majority Directors contend that
any communications. that took place during Special
Commitiee meetings are protected by thie attorney-client
privilege. [HNI1] The attorney-client privilege protects
communications made primarily for the purpose of ob-
taining legal advice or assistance, reasonably believed by
the client to be necessary for the purpose, and intended to
be confidential. United States v. American Telephione
and Telegraph Company, 86 FR.D. 603, 612 (D.D.C.
1980) (citations. omitted). However, as defendants cor-
rectly point out, the privilege does. not protect from dis-
closure facts which an attorney conveys to his client that
he received from other persons or [*4] sources. Brinton
v. Department of State, 636 F.2d 600, 604 (D.C. Cir.
1980), cert. denied, 452 U.S. 9035 (1981}. In other words,
"the attorney-client privilege does extend to a confiden-
tial communication from an attorney to a client, but only
if that communication is based on confidential informa-
tion provided by the client.” Mead Data Central. Inc. v.
U.8. Department of the Air Force, 566 F.2d 242, 254
(D.C. Cir. 1977).

Review of the evidence submitted by the parties
leaves some doubt as to what portions of the Special
Committee meetings held on October 13, 17, 21 and 26
merit protection under the atiorney-client privilege It is:
true that topics of discussion included the proposed insti-
tution of thiy case, review of draft pleadings, and the
possible adoption to a Shareholder Rights plan as a de-
fense -against possible hostile takeover, plaintiffs' Oppo-

sition; Exhibits 1, 1A, and 1B (filed under seal). More-

gver, plaintiffs' counsel appéar to have grounded much of
their advicé on interviews of corporate officers and di-
rectors of plaintiffs. n6 In his affidavit, plaintiffs' counsel
represeits that all information provided to counsel during
interviews with officers of WBC for [*3] the purposes
of providing leégal advice to the Special Contmittee was
provided in confidence. plaintiffs’ Opposition, Exhibit I,
at 3. Review of the Special Committee agendas and the
list of documerits presented to the Special Committee by
plaintiffs’ counsel indicates that plaintiffs' counsel pre-
sénted 1o the committee several memoranda memorializ-
ing the information garnered at the interviews with plain-
tiffs" corporate officers and that these memoranda and the
tnformation contained in them were 1o some cxtent relied
'on by plaintiffs’ counsel in formulating their advice. Id.,
Exhibits 1, 1A & 1B. Since; however, it remains unclear
what portions of the meetings of October 13, 17, 21 and
26 merit protection under the attorney-client privilege,
the court shiall order plaintiffs to submit the minutes from
these meetings to the court for in camera inspection
within 15 days of the date of this memorandum opinion
and order.

n6 Although plaintiff does not specifically
identify which corporate officers and directors
were interviewed, the court has been given no
reason to believe that these interviewees were not
part of the corporate “client” for the purposes of
the attorney-client privilege. See Upjohn Co. v.
United States, 449 U.S, 383, 389-07 (1981).

[#6]

Defendams. further contend that plaintiffs have
waved any atterney-client privilege as a result of their
contacts with the média, federal agencies, and the WBC
board of directors. The report by plaintiffs' counsel to the
full WBC beard regarding the Special Committees’ ac-
tivities could not. censtitute a waiver to the extent that
factual disclosures weére made to that board, since the
WBC board members are sufficiently high-ranking offi-
gers of the same corporate elient, n7 Mereover, the min-
utes of that meeting indicate that plaintiffs’ counsel did
not address the Special Committee deliberations in any
significant detail. Memorandum In Support of Holdings
Defendants’ Motion To Compel Production of Docu-
ents And Testimony [hereinafier "Holdings' Memoran-
dum"], Exhibit E. Further, defendants have not cited any
conyincing case law in support of the propesition that the
type of limited disclosures made to the media and to fed-
eral agencies could constitute a waiver as to all matters
discussed at the Special Committee meetings. The in-
formation offered the media was sparse at best, and con-
tained pose conclusions rather than any significant fac-
tual material. hioldings' Memorandum, Exhibit B. Defen-
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dants [*¥7] do not réfute plaintiffs’ contention that the
letters dispatched to federal agencies were produced to
defendants and contained no confidential information
protected by the attornéy client privilége. Accaordingly,
the court finds that plaintiffs have not waived their attor-
ney-client privilege with respect to the communications
betwiéen plaintiffs and their counse] at the Special Com-
mittee meetings in question.

n7 S¢e Mead Data Central Inc., 566 F.2d at
253 n.24.

Citing Garner V. Wolfinbarger, 430 F.2d [093 (5th
Cir. 1970); cert. denied, 401 U.S. 974 {971} defendants
argue alternatively that even if the comrunications
sought are protected by the attorney-client privilege, de-
fendants may. surmount that privilege if they show cause
why those commurications should not be protected un-
der the circumstances. Since the court concludes that
defendants have not shown cause why the communica-
tiens should be disclosed under Garner, it need not ad-
dress whether the doctrine enunciated in that case is valid
law in this Circuit.

In Garner, plaintiffs sought to discover communica-
tienis .and decuments. relating to the advice defondant-
corporation's counsel offered concerning that [*8] cor-
poration’s issuance and sale of its shares. plaintiffs al-
leged that defendants violated certain federal securities
laws and other laws in issuing and selling. those shares.
While the court reaffirmed that the attorney-client privi-
lege remaing available to a corperation in a suit hetween
the corporation and its shareholders, it held that "wheére
the corporation is in a suit against it stockholders on
charges of acting inimically to stockholder interests, pro-
tection of those interests as well ag those of the corpora-
fion require that the availability of the privilege be sub-
Ject to the right of the stockholders to show cause why: it
shonld not be invoked in the particular instance." Garner,
430 F.2d a1 1103-04. [HN2] Significantly, the Garner
court set out factors the court should leok te in determin-
ing whether the sharcholders have shown good cause. A
court should look to

the number of shareholders and the percentage of stock
and the percentage of stock they represent; the bona fides
of the shareholders; the nature of the shareholders' claim
and whether it is obviously colorable; the apparent ne-
cessity or desirability of the shareholders having the in-
formation and the availability [*9] .of it from other
sources; whether, if the shareholders' claim is of wrong-
ful action by the corporation, it is of action criminal, or
illegal but not criminal, or of doubtful legality; whether

the communication related to past or prospective actions;.

whether the communication is of advice concerning the

litigation itself; the extent to which the communication is-
identified versus the exient to which the shareholders-are
blindly fishing; the risk of revelation of trade secrets or
other information in whose confidentiality the corpora-
tion has an intérest for independeént réasons.

Garner, 430 F.2d at 1104.

Defendants in this case have not shown cause why
the privileged communications should be disclosed under
Garner. In this case, defendants seek information from
plaintiffs regarding this case, information which would
quite probably reveal plaintiffs’ litigation strategy in this
case. Thus, the injury to plaintiffs as a result of disclo-
sure of the communications sought conld be substantial,
Moreover, defendants can obtain the same factual infor-
mation ‘directly from the same source that plaintiffs'
counsel obtained it from; indeed defendants have already
obtained much of that [*10] information directly.
through written interrogatories. n§ [HN3] The attomey-

client privilege “only protects disclosure of communica-

tions; it does not protect disclosure of the underlying
facts by those who communicated with the attorney[.]"
Upjohn Co., 449 U.S. a1 395. Finally, not only have de-
fendants failed to identify a specific need for the com-
munications sought, but they have not focused with suf-
ficient specificity on what information is desired. Ac-
cordingly, the defendants have not in this instance shown
good cause why the communications in question shouid
lose protection under the attorney-client privilege.

n8 Defendants’ complaint that the answers to
their interrogatories were insufficient because
they were probably drafted by an attorney is not
pertinent to the resolution of this discovery dis-
pute. If defendarits are not satisfied with the an-
swers to these interrogatories, they may depose
directly the same sources of information relied on
by the special Committee, questioning them on
personal knowledge rather than on information
funneled through the special Committee.

Defendants also seek -discovery of the documents
which the Special Committee reviewed during its meet-
ings, [*11] as well as documents relating to expendi-
tures by plaintiffS in connection with this litigation, with
the Special Committee’s communications with federal
agencies, and with the adoptien of the shareholder Rights

plan. [HN4] The attorney work product doctrine protects
an atiorney's work product prepared in anticipation of

litigatton. Coastal States Gas Corp. v. Department _of
Energy. 617 F.2d 854, 864 (D.C. Cir. 1980). The purpose
of the doctrine is to protect the integrity of the adversary
systern. by "encourag[ing] effective legal representation .
. . by removing counsel's fears that his thoughts and in-
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formation will be invaded by his adversary." Coastal

States Gas Corp.. 617 F.2d at 864 (quoting Jordan v.
United States department of justice, 591 F.2d 753, 775
{D.C. Cir. 1978)-{en banc)). Central to the attorney work
product doctrine is protection of an attorney’s weighing
of the relevant facts; accordingly, the doctrine at its core
protects, "interviews, statements, memoranda, correspon-
dence, briefs. . . ." mental impressions, personal beliefs .

. ." Hickman v. Taylor, 329 U.S. 495. 511 (1946). As
this Circuit has pointed out, "even the factual material
segregated from [*12] attorney work product is likely to
reveal some of the attorney's factical and strategic
thoughts.” Mervin v. ET.C., 591 F.2d 821, 826 (D.C. cir.
1978). n9

n9 [HN35] The work product doctrine may in
some cases be overcome by a showing of "sub-
stantial need.” Rule 26(b) (3) of the Federal Rules
of Civil procedure further provides in pertinent
part that

a party may obtain discovery of documents .and
tangible things . . . prepared in anticipation of
litigation . . . only upon a showing that the party
seeking discovery has substantial need of the ma-
terials in the preparation of the party’s case and
that the party is unable without undu¢ hardship to
obtain the substantial equivalent of the materials
by other means.

Fed. R. Civ. P. Rule 26(b) (3} (1988). Defendants
have not demonsirated such a "substantial n

Plaintiffs have provided a list of 20 documents iden-
tified by letters a” though "t" presented to the Special
Committee which plaintiffs' counsel represents in an
affidavit to be a complete list, Plaintiffs' Opposition, Ex-
hibits 1 & 1B (filed under seal). Plaintiffs' counsel,
moreover, represents that plaintiffs have already pro-
duced certain of those documents identified by letters
[¥13] a, d, n, O & s. The court finds that other of the
documents, identified by letters ¢, k, p, and q are pro-
tected by the work product doctrine, since by their de-
scription they must have been prepared in anticipation of
titigation or record information protected by the attorney-
client privilege. However, it is unclear merely by the
descriptions provided whether the documents identified
as b, f, g, h, i, j, 1, and r are protected by the atiorney
work produet.doctrine. The court shall order plaintiffs to
provide the court with copies of each of the documents
identified by those letters for in camera inspection. With
regard to the documents collectively identified by letter
"1," plaintiffs may if they wish Provide sufficiently de-
tailed descriptions of those documents in lieu of provid-
ing the. court with copies of each of those documents.

The court shall withhold judgment with regard to the
documents identified as ¢, m, and t, which are the min-
utes of Special Committee meetings held on Oetober 13,
17, and 21 pending the couit's determination of whether
the deliberations at those meetings are protected by the

attorney-client privilege.

Defendants also seek to compel all documents relat-
ing [*14] 1o the costs incurred by plaintiffs in prosecut-

‘ing this case; contacting various federal agencies, and in

implementing the Shareholder Rights plan. Plaintiffs'
counsel represents in affidavit that the only documents
responsive to this request ar¢ individual attorney time
records and law firm billing statements, which "set forth
itemization of persons contacted, research conducted
and amounts of attorney time spent on identified issues.”

Plaintiffs' Exhibits, Exhibit 1, at 4. Time records are pro-
tectéd by the attorney work product dogirine. Indian Law
Resources Center v. Department of Interior, 477 F, Supp.
144, (48 (D.D.C. 1979). Accordingly, defendants’ mo-
tion to compel shall be denied with respect o plaintiffs'
time records. However, documents indicating the amount
of fees paid without the additional information normally
contained in time records is not necessarily protected by
the attorney work product docirine. In re Wasserman,
198 F. Supp. 564, 566 (D.D.C. 1961). Accordingly, the

court shall erder plaintiffs to produce to defendants cop-
ies of the law firm billing statements relating to the
prosecution of this case; plaintiffs may redact.any part of
those statements disclosing [¥15] information other than
the amount of fees billed. For example, plaintiffs may
redact indications of hours spent and related written ex-
planations.

Upen consideration of the foregoing, as well as the
entire record in this case, it hereby is

ORDERED, that pursuant to the requests of the
counsel at the hearing on this motion held on April 17,
1989 and the orders made orally by the judge at that
hearing, the motion of the Holdings Defendants to com-
pel production of documents and testimony filed on Feb-
reary 22, 1989 shall be considered the motion of Wash-
ington Defendants rather than that of Holdings Defen-
dants, and it hereby further is. '

ORDERED, that plaintiffs shall provide the court
within 15 days of the date of this order a copy of the
minutes of the Special Commitree mcenngs held on Oc-
tober 13, 17, 21 and 26 1988 for in camera inspection,
and it hereby further is

ORDERED, that plaintiffs' motion to compel is
DENIED with respect to the documents identified by
letters e, k, p, and q in Exhibit 1B of the exhibits attached
to plaintiffs’ opposition, and it hereby further is
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ORDERED, that plaintiffs shall within 15 days of
the daig of this order provide the court with copies of the
documents [*16] identified by letters b, £, g, b, 1, j, 1, and
r in that exhibit for in camera inspection, although with
regard to the documents collectively identified by the
letter "1," plaintiffs may if they wish provide sufficiently
detailed descriptions of these documents in lieu of pro-
viding the court with copies of each, and it hereby further
is

ORDERED, that deferidants' motion is DENIED IN
PART and GRANTED IN PART with respect to docu-
ments relating 10 attorney fees expended by plaintiffs in
this case: defendants motion to conipel is ‘denied with
respect to the attorngy time records relating to this case,

but it is granted with respect to the law firm billing
statements relating to the prosecution of this case; plain-
tiffs may redact any part of those billing statements dis-
closing information other than the amount of fees billed,
and it farther bereby is

ORDERED, that defendants’ motign to compel now
stands DENIED IN PART and GRANTED IN PART
pending the court’s inspection of certain documents or-
dered produced to the court in this memorandum opinion
and order.

SO ORDERED,

DATE: MAY 10, 1989
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