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District Court: Common Interest May Protect Communications with Third Parties

from Discovery, but Not Always
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The District of Delaware recently denied in part a motion to compel production of

documents and testimony between a patentee and potential investors, valuation �rms and

an international bank based on the common interest exception. In so doing, the court

rea�rmed that disclosure of privileged information to third parties will generally waive

privilege unless it can be shown that the parties’ interests are identical and the

communications are legal, not solely commercial.

In this case, plainti� sued defendants for infringement of patents covering devices for

treating heart disease. During fact discovery, plainti� objected to producing certain

communications with third parties claiming that the information was privileged, and that

privilege was not broken by the third-party disclosure because of the common interest

doctrine. The nature of the communications fell into three broad categories.

First, as to an international bank, plainti� argued the communications fell under the common

interest exception because the bank was hired to �nd and negotiate patent investments for

plainti�. Defendant responded that, because the information provided to the bank was

intended to be disclosed to third parties in the course of patent acquisitions, it could not be

privileged. The court rejected this argument, explaining that the only relevant considerations

were (1) whether plainti� and the bank shared a common interest and (2) whether the

information was actually disclosed to third parties. The court then found the

communications protected by the common interest exception because both parties shared a
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common interest in �nding an acquirer and there was no evidence any of the information was

actually disclosed to another party.

Next, the court found the communications with potential investors were not privileged; any

privilege that existed over such communications was waived when they were disclosed to

the potential investors who were clearly third parties with di�erent legal interests. Although

there are contrary decisions in the District of Delaware, the court here suggested that the lack

of a written common interest agreement was dispositive—in its absence, plainti� failed to

carry its burden of establishing a common legal interest. But see TC Tech. LLC v. Sprint Corp.,

2018 WL 6584122 (D. Del. Dec. 13, 2018) (“I think Sprint reads Acceleration Bay too broadly. I did

not set a �rm rule that parties must have a written agreement or have �led suit to share a

legal interest. Rather, I merely considered the lack of an agreement or suit as evidence of the

lack of a shared interest.”).

In contrast, communications with actual investors after they invested were deemed

privileged and subject to the common interest exception because investors received

promissory notes upon investment and their legal rights were implicated by plainti�’s action

to enforce its patents. Plainti� and its actual investors therefore shared a common legal

interest in the enforceability of its patents.

Lastly, the court found plainti�’s communications with valuation �rms privileged because

through its communications, plainti�s provided the valuation �rms with legal advice that was

necessary to their analysis, and in fact, “key to the entire valuation.” In return, the valuation

�rms provided a report that contained data “intertwined with legal advice.” The valuation

�rms also provided litigation consulting services and facilitated legal representation, making

communications with those �rms entitled to privilege.

Thus, the court held that communications with potential investors, and pre-investment

communications with actual investors were not privileged and granted in part defendant’s

motion to compel.

Practice Tip: Whether third party communications retain privilege under the common

interest doctrine is a fact intensive case-by-case determination. In this case the court applied

the doctrine broadly, but suggested a written agreement may be necessary for a party to

carry its burden of establishing the existence of a common interest. Parties engaged with

investors and valuation �rms should evaluate the nature of their communications, and where
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those communications include privileged information, consider entering a written agreement

before any materials are shared.
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