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In re Shared Memory Graphics LLC, _ F3d ___, 2011 WL 4390020 (Fed. Cir.
2011)

Brief Summary

The U.S. Court of Appeals for the Federal Circuit upheld an advance conflicts of
interest waiver contained in a joint defense agreement where the lawyer who
had participated in the joint defense as in-house counsel moved to a law firm
that then sued one of the other parties to the joint defense agreement.

Complete Summary

The lawyer worked for a chip maker at a time when the latter had a joint
defense agreement with a video game company. The agreement indicated that
counsel for either party had no duties to the other party beyond those specified
in the agreement, and that nothing in the agreement could be used as the basis
to seek to disqualify the respective counsel in future litigation. As part of that
litigation, the attorney helped assess a patent infringement claim. He then left
the chip maker to join a law firm. The law firm brought a separate (albeit similar)
lawsuit against the video game company.

The video game company moved to disqualify the firm, arguing that the lawyer
had received confidential information about the company during his tenure at
the chip maker. The U.S. District Court for the Northern District of California
granted the motion, holding that the joint defense agreement only served as a
conflict waiver to conflicts between the parties to that agreement (i.e., the chip
maker and the video game company). The law firm sought a writ of mandamus
in the Federal Circuit.

The Federal Circuit vacated the disqualification order, holding that the joint
defense agreement served as a waiver of future conflicts of interest. The court
focused on the fact that the agreement waived conflicts in “any future litigation,”
and noted that such advance waiver agreements are generally allowed where,
as here, there is no attorney-client relationship. The Federal Circuit further
indicated that the district court’s interpretation produced an illogical result.
Namely, if the agreement only applied to current counsel of the chip maker and
video game company, then lawyers who left those companies would not be
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bound by the duty of confidentiality created by the agreement.

A dissenting judge argued that the district court had not abused its discretion because, inter alia, the lawyer arguably had
obtained the video game company’s confidential information, and the firm had not taken steps to screen the attorney.

Significance of Opinion

This opinion demonstrates a less strict application of the conflict of interest rule(s) where an attorney’s prior relationship
with the party seeking disqualification arose out of a joint defense agreement rather than an attorney-client relationship.

For more information, please contact your regular Hinshaw attorney.
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