Access Denied—Under What Circumstances
Should In-House Counsel Fight to See the Other
Party’s Confidential Materials in Patent Litigation?

By Dean A. Pelletier

Parties in high-stakes patent infringement litigation
often dispute whether a key member of the litiga-
tion team—in-house counsel—should have access to
the confidential information and documents (confiden-
tial materials) that the other party produces during dis-
covery. One of the parties typically asserts that such
access should be allowed because it necessarily will re-
sult in improved, if not optimal, representation of each
party and its respective interests. The other party typi-
cally asserts that such access will be detrimental to its
commercial activities, both during the litigation and
after it is terminated, and for that reason, such access
should be denied. As explained in this article, so long as
a sufficient factual basis for, as opposed to an absolute
entitlement to, in-house counsel’s access to the other
party’s confidential materials can be established, such
access should be allowed. Moreover, such access will ad-
here to and preserve fundamental principles of
American jurisprudence and permit the US judicial
system to function more efficiently.

Two Choices: Accept Less Than Optimal
Representation or Fight

When parties dispute whether in-house counsel
should have access to the other party’s confidential ma-
terials, in-house counsel for whom access is desired has
two choices: accept less than optimal representation or
fight. Put difterently, in-house counsel must choose be-
tween (1) effective, but less than optimal, representation
of the client (vis~a-vis in-house counsel’s limited access
to the other party’s confidential materials, which can be
crucial to the disposition of the action) and (2) moving
the court for a protective order that grants in-house
counsel access to the other party’s confidential materi-
als. Because optimal representation of the client is the
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goal of any attorney, the second option is invariably a
wiser initial choice than the first option. However, be-
cause option two is more costly and time consuming
than option one and because there is no guarantee that
a court will grant access for in-house counsel, it is pru-
dent to critically assess the possibility of obtaining that
access before actively pursuing option two.

Critically assessing the possibility of obtaining the
above-described access essentially entails two steps: (1)
appreciating the applicable legal standard and (2) deter-
mining whether that legal standard can be satisfied
through a declaration or affidavit from in-house coun-
sel for whom the access is desired. Assuming that the
legal standard can be satisfied, there are fundamental
principles of US jurisprudence that further support
such access and that courts should consider when de-
ciding whether to grant such access. Of course, the ac-
cess being sought should be reciprocal and otherwise
reasonable in all respects.

The Rule

In-house counsel’s access to the other party’s confi-
dential materials boils down to whether in-house
counsel is involved in any competitive decision making
and whether other circumstances demonstrate the ab-
sence of an unacceptable opportunity for inadvertent
disclosure of those materials.

The Federal Circuit’s decision in U.S. Steel Corp.
v. United States is generally considered “the leading
authority on protective orders distinguishing be-
tween outside and in-house counsel.”’t In U.S. Steel,
the Federal Circuit explained that in-house counsel
are, in all relevant respects, the same as outside trial
counsel, and determining whether in-house counsel
should be granted access to the other party’s
confidential materials is a relatively straightforward
Inquiry:

Like retained counsel, however, in-house counsel
are officers of the court, are bound by the same
Code of Professional Responsibility, and are sub-
ject to the same sanctions. In-house counsel pro-
vide the same services and are subject to the same
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types of pressures as retained counsel. The prob-
lem and importance of avoiding inadvertent dis-
closure is the same for both. Inadvertence, like the
thief-in-the-night, is no respecter of its victims.
Inadvertent or accidental disclosure may or may
not be predictable. To the extent that it may beé
predicted, and cannot be adequately forestalled in
the design of a protective order, it may be a factor
in the access decision. Whether an unacceptable op-
portunity for inadvertent disclosure exists, however,
must be determined, as above indicated, by the
facts on a counsel-by-counsel basis, and cannot be
determined solely by giving controlling weight to
the classification of counsel as in-house rather
than retained.2

An “‘unacceptable opportunity for inadvertent
disclosure” may well exist “where in-house counsel
are involved in competitive decision making.3
However, the term “competitive decision making”
has a specific and limited definition and, in fact, is
“shorthand for a counsel’s activities, association, and
relationship with a client that are such as to involve
counsel’s advice and participation in any or all of the
client’s decisions (pricing, product design, etc.)
made in light of similar or corresponding informa-~
tion about a competitor.”4

Significantly, “the standard is not ‘regular contact’
with other corporate officials who make ‘policy; or
even competitive decisions, but ‘advice and participa-
tion’ in ‘competitive decisionmaking.”’s Indeed, if regu-
lar contact with other corporate officials who make
policy or competitive decisions were the standard, out-
side trial counsel, who regularly represent the same
client in actions involving industry competitors, would
be on a slippery slope toward disqualification with each
passing engagement.

Not surprisingly, various courts, including district
courts before which motions for protective orders have
been brought, have confronted the issue of whether in-
house counsel should be treated the same as outside
trial counsel for purposes of access to the other party’s
confidential materials. In resolving that issue, many of
those courts have acknowledged and applied the
Federal Circuit’s definition of competitive decision
making, and some of those courts have enunciated ad-
ditional circumstances that also might be appropriate to
consider. Opinions from some of those courts and re-
cent experience before a district court are taken into
account below because, depending on the jurisdiction
in which a party finds itself, the jurisprudence of a cer-
tain district court may take on greater importance in
tesolving the issue.

The Required Proof

A party seeking to establish that its in-house counsel
should have access to the other party’s confidential ma-
terials should submit (in connection with its motion) an
unequivocal declaration from in-house counsel that,
where possible, states:

1. That in-house counsel is not a competitive decision
maker. That is, he or she does not render advice on
or participate in any of the company’s decisions re-
garding product pricing, sales, marketing, design,
production, research, or development made in light
of similar or corresponding information about any
competitor. Alternatively, if possible, in-house
counsel should more broadly state that he or she is
not in any way involved in any of the company’s
decisions regarding product pricing, sales, market-
ing, design, production, research, or development.

2. In-house counsel’s years of service with and full
title(s) and position(s) at the company (e.g., secretary
and general counsel).

3. In-house counsel’s unique or specialized knowledge
or expertise in or relating to the particular type of lit-
igation (e.g., experience, training, education, or skills
in or relating to patent law, including relevant expe-
rience as outside trial counsel).

4. In-house counsel’s general duties and responsibilities,
including providing the company with legal advice,
as opposed to advice on the matters described in
statement number one.

5. In-house counsel’s more specific duties and responsi-
bilities, including managing outside trial counsel and
pending actions to which the company is a party.

6. In-house counsel’s familiarity with and understand-
ing of how a protective order works, and that he or
she has been subject to and has fully adhered to pro-
tective orders in other actions.

7. In-house counsels contact or interaction with the
company’s competitive decision makers (e.g., with di-
rectors or officers at board or committee meetings),
the agenda for or matters discussed during any such
meetings, and duties and responsibilities fulfilled by
in-house counsel during, as a result of, or in connec-
tion with any such meetings.

8. That in-house counsel has never been empowered with
general authority to act on behalf of the company.
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9. That the company’s in-house legal department main-
tains its own files, which are separate from the files of
any other division or department of the company.

10. That in-house counsel’s office is located in a building
or facility separate from the building or facility in
which the division or department specifically in-
volved in the litigation is located.

11. That in-house counsel has no familial ties to any of
the officers, directors, or other competitive decision
makers of the company.

12. The size of the company (eg., the company com-
prises thousands (or hundreds) of employees).

If in-house counsel cannot make statement number
one, then a party should not move a court for in-house
counsel’s access to the other party’s confidential materi-
als. Indeed, if statement number one is not part of in-
house counsel’s declaration, or is equivocal or qualified
in any way (e.g., no “direct” advice, participation, or in-
volvement in competitive decision making), then the
court will almost certainly deny the motion for in-
house counsel’s access.?

If in-house counsel can make statement number one
but cannot make all of statement numbers two through
eight, then a party should expend the time and money
to move the court for its in-house counsel’s access to
the other party’s confidential materials only if, as is
often the case, in-house counsel’s unique or specialized
set of experience, training, education, and skills cannot
reasonably be substituted by the experience, training,
education, and skills of the outside trial counsel on the
litigation team.

Statement numbers three, four, five, and seven may
be particularly important to a court’s decision to grant
or deny in-house counsel access to the other party’s
confidential materials. With respect to statement num-
ber three, a court may base its decision, in whole or in
part, on whether in-house counsel contributes to the
representation of the client and its interests that com-
petent outside trial counsel does not or cannot also pro-
vide. With respect to statement numbers four and five,
a court may be particularly interested in in-house
counsel’s duties and responsibilities in light of statement
number one. Indeed, articulating a line of demarcation
between legal advice and advice on the matters de-
scribed in statement number one may well be the dif-
ference between obtaining the access for in-house
counsel or not. With respect to statement number
seven, a court may be particularly concerned about in-
house counsel’s contact or interaction with competitive

decision makers at, for example, board or committee
meetings, notwithstanding the Federal Circuit’s admo-
nition that “the standard is not ‘regular contact’ with
other corporate officials who make ‘policy; or even
competitive decisions, but ‘advice and participation’ in
‘competitive decisionmaking.’”’® Statement number
seven should eliminate any speculation about in-house
counsel’s roles and responsibilities during, as a result of,
and in connection with board or committee meetings,
and, in some instances, clarification on those points may
be almost as important to the success of the motion as
statement number one is.

Statement numbers nine through 12 describe objec-
tive circumstances that further separate in-house coun-
sel from any competitive decision makers and,
depending on the circumstances or the jurisdiction,
may be more or less significant to the situation at hand.?

Other Fundamental Principles

Assuming that a party can establish a sufficient factu-
al basis for, as opposed to an absolute entitlement to, in-
house counsel’s access to the other party’s confidential
materials, such access should be allowed also because it
will adhere to and preserve at least three fundamental
principles of US jurisprudence and permit the US ju-
dicial system to function more efficiently. Those three
principles include a client’s right to its choice of coun-
sel,10 the “just, speedy and inexpensive determination”
of litigation, ! and frank and meaningful attorney-client
communication.

Each company with in-house counsel has specifical-
ly chosen its in-house counsel to serve as its represen-
tative on all legal matters, and a court should not
“substitute its judgment for that of the litigant in the
choice or number of counsel that the litigant may feel
is required to properly represent [its] interests.”’12
Indeed, the significance of a company’s selection of
specific in-house counsel to serve as its full-time rep-
resentative is cogently illustrated by the daily or nearly
daily advice that in-house counsel typically provides to
his or her client. Moreover, in-house counsel, who 1is
ultimately responsible for representing his or her client
and its interests, will advise his or her client on all mat-
ters in which the client is involved, and that is true
even of litigation where outside trial counsel is actual-
ly representing the client’s interests in court.

In litigation when the potential recovery or liability
is relatively high (and outside trial counsel’s fees are
commensurate thereto), only a fully informed in-house
counsel is realistically capable of fully (i.e., most effec-
tively) representing his or her client in the litigation and
fully advising his or her client on the litigation and all
the issues that arise during that litigation. Of course, a

8 Intellectual Property & Technology Law Journal

Volume 15 » Number 2 ¢ February 2003

m



Access Denied

fully informed in-house counsel is in-house counsel
that has access to all pertinent information and docu-
ments, including the other party’s confidential materi-
als, which are often addressed in or otherwise a part of
each party’s motions and supporting papers and expert
reports. Indeed, it is illogical, or a symptom of inexpe-
rience, to believe that in-house counsel, who cannot
fully review his or her own client’s motions and expert
reports, let alone the other party’s motions and expert
reports, would be able to somehow fully discharge his
or her obligations to the client.

In sum, there will be an inherent communication
gap of varying size between outside trial counsel and
in~house counsel and between in-house counsel and his
or her client if in-house counsel’s access to the other
party’s confidential materials is denied. While that com-
munication gap is, oddly enough, acceptable to a party
who is seeking to deny such access, that gap will unjus-
tifiably impair the other party’s in-house counsel’s rep-
resentation of his or her client and thus unjustifiably
impair the other party’s right to its choice of counsel.

Another fundamental principle to bear in mind is
the goal of “just, speedy, and inexpensive” determina-
tion of litigation.!3 As explained below, in-house coun-
sel’s access to the other party’s confidential materials
will help to attain that goal.

Reduced to its fundamentals, commercial litigation
consists of three steps: (1) acquiring pertinent informa-
tion and documents through discovery, (2) reviewing and
analyzing that information and those documents, and (3)
applying a subset of that information and those docu-
ments to support a position and/or undermine an op-
posing party’s position. In patent infringement litigation,
the second step is often the most intellectually challeng-
ing and time-consuming, and the need for and use of
consultants and expert witnesses demonstrates as much.

Faced with these intellectual and temporal demands
and bearing in mind the goal of “just, speedy, and inex-
pensive” determination of litigation, a party should be
permitted to assemble the most capable, talented, and fully
informed litigation team, including outside trial counsel,
in-house counsel, consultants, and experts, that it can. As
to in-house counsel, it is important to note that he or she
typically knows the client and at least certain aspects of
the industry in which the client operates better than any-
one else on the litigation team. For example, in-house
counsel’s unique familiarity with the client’s corporate
philosophies and industry norms and his or her contem-
porary and hands-on involvement with the legal issues af-
fecting the client or the industry often make him or her
uniquely qualified to evaluate litigation strategies and as-
sess the reasonableness of the positions each party ad-
vances. In other words, each in-house counsel inherently

possesses, to some degree, a unique or specialized combi-
nation of experience, training, education, and skills that
will allow for and result in a unique perspective and
unique analytical contributions that no other member of
the litigation team can typically provide. In-house coun-
sel should be allowed to provide that perspective and
those contributions because that perspective and those
contributions will meaningfully contribute to the “just,
speedy, and inexpensive determination” of the litigation.
Further, by virtue of hiring this particular in-house coun-
sel, the client has specifically requested that such perspec-
tive and contributions be provided.

Considered from another angle, it is reasonably clear
that in-house counsel’s access to the other party’s confi-
dential materials will facilitate and lead to franker and
more meaningful attorney-client communications. In
turn, such communications will lead to more effective, if
not optimal, representation of the client and its interests.

Significantly, in-house counsel serves the dual role of at-
torney and client. Thus, if the client and its interests are
to be more effectively, if not optimally, represented, out-
side trial counsel must be able to effectively communicate
with the client (i.e., the client’s representative, in-house
counsel), and in-house counsel must be able to effectively
communicate with the client (i.e., officers, directors, or
some combination thereof).

Meaningful communication necessarily requires that
the communicating persons be fully informed (i.e., as
discussed herein, in-house counsel should have access to
the other party’ confidential materials). Although one
might argue that outside trial counsel (who has access
to the other party’s confidential materials) could read-
ily have frank and meaningful discussions with in-
house counsel and/or the client without in-house
counsel or the client having access to the other party’s
confidential materials, such an argument summarily
and unjustifiably dismisses the Federal Circuit’s prop-
er recognition that in-house counsel and outside trial
counsel are both bound by the same oaths and profes-
sional obligations.! In other words, such an argument
inconsistently and, as such, improperly assumes that
in-house counsel cannot distinguish between what
can and cannot be disclosed to the client as effective-
Iy as outside trial counsel can. That assumption is par-
ticularly improper when in-house counsel has
previous experience as outside trial counsel.
Moreover, such an argument summarily and unjustifi-
ably assumes away, or at least significantly undermines,
the client’s right to its choice of counsel.

Reciprocal and Limited Access
In addition to mustering the necessary legal and fac-
tual support for a motion for in-house counsel’s access
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to the other party’s confidential materials, a party must
typically provide the court with a proposed protective
order that defines the parameters of the requested ac-
cess. Any such provision should permit reciprocal access
for each party’s in-house counsel and should provide
only limited access. A suitable provision might read:

No copies of documents, things or information des-
ignated as “Confidential” shall be received, kept, or
maintained by persons other than Outside Trial
Counsel and court reporters receiving or transcrib-
ing the documents, things or information in connec-
tion with official reporting (for example, at a
deposition or a hearing), except that Retained
Experts (as defined above) and In-House Counsel (as
identified above), may be provided with one work-
ing copy of such documents, things or information.
Any such working copy shall be promptly destroyed
by or at the direction of the receiving party after the
full and final disposition of this action.

Efficient Resolution

High stakes commercial litigation is often character-
ized by disputes every, or practically every, step of the
way. The relatively common dispute over whether in-
house counsel should have the same access to the other
party’s confidential materials as outside trial counsel is
an important dispute, particularly when, as is usually the
case, one or more of the parties liberally designates its
disclosed materials as “Confidential” and/or liberally
designates some or all of the most crucial disclosed ma-
terials as “Confidential” The best way to resolve that
dispute is to do so efficiently, and this article provides a
framework for doing so.
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