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Agenda

• Basic Concepts
• How Conflicts Arise And How To Resolve Them
• The Attorney Client Privilege And In-House Counsel
• A Few Other Things (Related Issues)
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Basic Concepts

• The Model Rules of Professional Conduct apply to in-house counsel (as 
adopted by each state)

• Problems arise (conflicts and privilege) because of uncertainty as to the 
identities of your clients

• What you are doing (not who you are or what your title is) determines your role 
and obligations

• Your clients probably do not understand your role with any degree of 
sophistication

• It is your duty explain your role
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Fundamental Obligations
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Fundamental Obligations
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Fundamental Obligations

• The safe harbor of Rule 37(e) of the Federal Rules of Civil Procedure for 
litigants who fail to preserve electronic information due to normal business 
operations does not apply where a party fails to suspend the routine operation 
to prevent loss of information when that information is subject to a preservation 
obligation. Therefore, in order to take advantage of the good faith exception, a 
party needs to act affirmatively to prevent the system from destroying or 
altering information, even if such destruction would occur in the regular course 
of business. 
– Toussie v. County of Suffolk, No. CV 01-6716(JS)(ARL), 2007 WL 4565160 at *7 

(E.D.N.Y. Dec. 21, 2007)
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Fundamental Obligations
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Conflicts of Interest
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Conflicts of Interest
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Conflicts of Interest – Real Consequences

• Dynamic 3D Geosolutions, LLC v. Schlumberger Ltd., (Fed Cir. 2016)
– Dynamic (really, non-practicing patent holder, Acacia) hired Charlotte Rutherford, 

Schlumberger’s former deputy general counsel for intellectual property.   Dynamic sued 
Schlumberger for patent infringement.

• Key Findings:
– There was a rebuttable presumption that Rutherford had shared Schlumberger's 

confidential information with her current in-house peers 
– Screening had not worked; Rutherford has participated in some meetings regarding the 

patent (open question as to whether screening would work)
– Rutherford’s conflict imputed to entire legal department – definition of a "firm" includes 

corporate legal departments
– Because Rutherford had communicated with outside counsel, outside counsel was 

disqualified too
– Case dismissed: had been drafted by disqualified counsel
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Conflicts of Interest
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To establish an attorney-client relationship, the parties must explicitly or by their conduct
manifest an intention to create such a relationship.   
LeBlanc v. Lange, 365 S.W.3d 70, 79.

“An attorney-client relationship may be implied ‘when (1) a person seeks advice or assistance 
from an attorney, (2) the advice or assistance sought pertains to matters within the attorney’s 
professional competence, and (3) the attorney expressly or impliedly agrees to give or actually 
gives the desired advice or assistance.’” 
DeVaux v. American Home Insurance Company, 444 N.E. 2d 355 (1983). 



Conflicts of Interest
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Upjohn Warning

• We are conducting an investigation for the Company into certain events related to 
[X]. You may have facts and/or documents that may be relevant to our 
investigation and we appreciate you meeting with us.

• To be clear, we serve as counsel to the Company. We are not your personal 
counsel and cannot give you legal advice. If you wish to obtain separate counsel, 
we will re-schedule this interview so that you may do so.

• In addition, your communications with us, as part of this investigation, are 
confidential and protected by, among other things, the attorney-client privilege. As 
the Company is our client, the attorney-client privilege belongs solely to the 
Company. Accordingly, the Company, in its sole discretion, may elect to waive the 
privilege and reveal your communications with us to third parties, including the 
government.

• May we continue?
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Conflicts of Interest – Real Consequences

• Yanez v. Plummer, 164 Cal. Rptr. 3d 309 (Cal Ct. App. 2013) 
– In-house counsel gave advice to an employee on his way to the employee's deposition. 

This created an attorney-client relationship between the lawyer and the employee, which in 
turn led to a conflict of interest for the lawyer that the lawyer failed to recognize. It also led 
to a malpractice suit against the in-house lawyer by the (by then former) employee. 

• Dinger v. Allfirst Fin., Inc., 82 Fed. Appx. 261 (3d Cir. 2003)
– In-house counsel gave officers advice on when to cash in their stock options. “Advice” led 

to a malpractice suit against the in-house lawyer brought by the (by-then) former officers.
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Conflicts of Interest – Real Consequences

• Sandusky Cases
– Criminal charges were brought against Sandusky and three former administrators of Penn 

State. The charges were based, in part on the grand jury testimony of Cynthia Baldwin, 
Penn State’s general counsel. Baldwin testified about the Administrators’ admissions. 

– Baldwin had appeared with each Administrator when they testified to grand jury. Each 
Administrator thought Baldwin was their lawyer for purposes of his grand jury testimony.  
Baldwin subsequently disclosed her communications with them to the grand jury. 

– Baldwin denied that she represented the Administrators.  At a hearing, Baldwin stated that 
she:
• [E]xplained to [Curley – one of the Administrators] that I could go in [to the grand jury room], but I 

was general counsel for Penn State, that there was no confidentiality. And I emphasized that there 
was no confidentiality. . . . [T]here was no confidentiality between Mr. Curley and me because I 
was the university’s attorney. So what he told me wasn’t going to be confidential . . . . I mean, if the 
board asked, I would tell them.”
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Conflicts of Interest – Real Consequences

• Sandusky Cases Continued
– The Administrators filed pre-trial motions to preclude the introduction of Baldwin’s testimony 

and to quash certain criminal charges based on violations of the attorney-client privilege.

– Court excluded Baldwin’s testimony and dismissed many of the charges.  The Court found 
that “Baldwin did not provide anything akin to Upjohn warnings” and that the Administrators 
did not know that Baldwin did not represent them in their individual capacities.  The Court 
concluded that “Ms. Baldwin breached [her ethical duty regarding client confidences] by 
testifying before the grand jury with respect to such communications.”



Spotting Issues – Subsidiaries/Affiliates 

• Generally, no issues when representation of the subsidiary aligns with the 
interest of the parent company or if the subsidiary:
– Is wholly-owned by the parent,
– Has common directors with the parent, or
– A single legal department administers legal services for both entities

• BUT, if the interests of the parent and subsidiary are not aligned, separate 
counsel should be retained for the subsidiary
– Contract negotiations between parent/subsidiary
– Insolvency of subsidiary (may require management for benefit of creditors)
– Insured claims
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Privilege Complexities And Conflicts
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Attorney-Client Privilege Basics

• The privilege applies if and only if: 
– asserted holder of the privilege is or sought to become a client 
– communication with lawyer, acting as a lawyer
– for purpose of legal opinion, legal services, assistance in legal proceeding
– the privilege has been claimed and not waived by the client
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In-House Complexity: The Attorney

• If an in-house counsel is acting in her capacity as an attorney, the attorney-
client privilege applies. 

• Where, however, counsel is acting as a business advisor or has only limited 
involvement, the privilege does not apply.
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In-House Complexity: What Is Your Role?

• "Copying the Lawyer" does not create a privileged document.

• An entity cannot shield its business transactions from discovery simply by 
funneling its communications through an attorney.
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In-House Complexity: What Can Be Done

• Titles
• Avoid Dual Functions
• Education
• Specific reference to advice sought and why; "Headlines"
• Address communications to counsel (not just "copied on")
• Identify documents as "Confidential" and "Privileged" 
• Outside counsel if questionable
• Policies and Consistency
• Organizational structure: legal department v. division counsel
• Identify role of lawyer at meeting; segregate meetings
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Waiver: Who Can Waive?

• Client controls application of privilege
– Client must choose to waive privilege (default is that privilege is claimed)
– Lawyer cannot disclose privileged information without client's consent

• True (obviously) even if lawyer is no longer retained or employed by the client

• How does a corporation waive? Officers empowered to act on behalf of the 
company (think "authority to bind")
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(Mostly Bad) Ways To Waive Privilege

• Disclose protected materials to third parties
• Communicate over an open/monitored channel
• Include non-clients on an email trail
• Give business, not legal, advice 
• Share results of counsel's internal investigation 
• Assert an advice of counsel defense 
• Designate counsel as a corporate representative deponent 
• Have counsel verify discovery responses (risk managers too)
• Produce protected materials to an adversary (without a clawback)
• Fail to control agents
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In-House Complexity: Privilege and Affiliates

• Common interests among parent and subsidiary: joint client 
relationship/privilege

– "intra-group information sharing" does not amount to a waiver of the attorney-client privilege

– the joint client privilege is subject to control by both entities 

– in the event of adverse litigation between the joint clients, the 
privilege (generally) is waived
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A Few Other Things – M&A

• When a corporation changes ownership, "whether the attorney-client 
relationship transfers as well to the new owners turns on the practical 
consequences rather than the formalities of the particular transaction." 

– Postorivo v. AG Paintball Holdings, Inc., Nos. 2991-VCP, 3111-VCP, 2008 WL 343856, at *5 
(Del. Ch. Feb. 7, 2008) (quoting Tekni-Plex, Inc. v. Meyner & Landis, 89 N.Y.2d 123 (1996)).
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A Few Other Things – M&A

• Merger: Surviving entity has privilege
• Asset Purchase: Privilege (likely) stays with existing corporation if going 

concern (what assets?)
• Stock Purchase: If you buy lock, stock, and barrel (and continue operations), 

you get the privilege
• Variations Across Jurisdictions
• Take Care Of It In The Documents!

31



A Few Other Things – Work Product Doctrine

• Federal Rule Civil Procedure 26(b)(3)(A): 
– Ordinarily, a party may not discover:

1. documents and tangible things 
2. that are prepared in anticipation of litigation or for trial 
3. by or for a party or its representative 

– Exceptions:  Those materials may be discovered if
• They are otherwise discoverable; and
• Substantial need and undue hardship is shown
• Supervised non-attorneys can create work product
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A Few Other Things – Work Product Doctrine

• Primary battle: Was the product sought to be protected created "in anticipation 
of litigation"?

• "Because Of" Test
• Primary Purpose Test

• When is litigation "reasonably anticipated"?

• IMPORTANT: The alignment with document retention
– Issue litigation holds as soon as there is a hint of a problem
– Harder and harder to claim work product without litigation hold in place (does not yet 

establish the start date, but thinking is going that way…)
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QUESTIONS?
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Contact us:

Sean.Gorman@bracewell.com

L.Primrose@misui.com

mailto:Sean.Gorman@bracewell.com
mailto:L.Primrose@misui.com
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