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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION
THE HILLMAN GROUP, INC.,
Plaintiff,
V. CIVIL ACTION NO. 2:19-CV-00209JRG

KEYME, LLC,

w W W W W W W W W

Defendant

MEMORANDUM OPINION AND ORDER

Before the Court is Plaintiff The Hillman Group, Inc.’s (“lflan”) Motion to Disqualify
Cooley LLP (the “Motionto Disqualify’). (Dkt. No. 32.) The Court heard oral arguments
regardingthe Motionto Disqualifyon January 21, 202®aving considered the briefing and the
oral arguments, the Court is of the opinion thatNtmtion to Disqualifyshould be and hereby is
GRANTED.

l. BACKGROUND

A. Cooley’s Relationship with Minute Key

Hillman’'s relationship with Cooley LP (“Cooley”) flows from its relationship with
Minute Key—a company involved in the sediervice key duplication kiosk business and now
wholly owned by Hillman (SeeDkt. No. 32at 79.) In June of 2018, Hillman annourttéhat it
was acquiring Minute Key. (Dkt. No. 32 at 5.) In August of 2018, the acaquisitascompleted,
and Minute Key beame a wholly owned subsidiary of Hillmard() Cooley presently counsel
for Defendant KeyMe, LLC’s (“KeyMe”)represented Minute Key throughatg acquisitionby
Hillman. (Id. at 5; Dkt. No. 57 at 2postacquisition Minute Key continugto operate as it did

before, with the same employees, buildirggfservice key duplicatiokiosks, and intellectual
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propety. (Dkt. No. 32 at 5.) In December of 2018, Minute Kecamefully merged into The
Hillman Group, Inct (Id.) After this final merger, howevdlittle, if anything,changed with Minute
Key's business.Iq.)

Prior to the mergeiCooley represented Minut&ey for over ten years. (Dkt. No. 57 at 2.)
While thefull scope ofCooley’srepresentationf Minute Keyis disputedbetweerHillman and
KeyMe (collectively, the “Parties))it is undisputed thatooley’s representation of Minute Key
beganaround 2008&vith Minute Keys retention ofNoah Pittard—currentlyan equity partner at
Cooley—to help with corporate financingld(; Dkt. No. 115 at 17:1314) Mr. Pittard handled
variousand numeroumattersfor Minute Key in2008 andhereafter In 2012, Mr. Pittard began
to regularlyattend Minute Key board meetmgoften acting as thée factosecretary of the board
(Dkt. No. 32 atl, 12.) During this time, Minute Key nevemployedn-house counseAccording
to Randall Fagundethe President ahCEO of Minute Key during the relevant timsdlinute
Key viewed Cooleyyia Mr. Pittard, as their ihouse counsél.(Id. at 12.) Cooley however,
allegesthat Mr. Pittard merelyddvised Minute Key as outside counsel on corporate finance and
governance ahattended board meetings.” (Dkt. No. 57 at 2.)

As a part ofthe many board meetinggtended byMr. Pittard, Hillman contends thae
was exposetb confidential and privileged information about Minute Kegtanpetitor strategies
(e.g, against KeyMe), product development, prosecution of two auttrentpatentsatissue and
their patent familiesand litigation involving one of these patente.(U.S. Patent No. 8,979,446

(the*’446 Patent)) as well agelated patentgDkt. No. 2 at 2.)During the period that Mr. Pittard

! Cooley claims thait was unaware of this final merger until August of 201@. 4t 3.)

2 Mr. Fagundo submitted a declaration in which he stated thaiegwed Mr. Pittard as filling the ihouse counsel
role at Minute Key. (Dkt. No. 32 at 1.) In addition, in a depositiam 2014 Mr. Fagundo further reinforced this
beliefby describing Cooley’s role as that of “general counsel.” (Dkt. N&232t 233:68.)



regularly attended board meetings, Minute Key was involved in threragepatentcases’
Minute Keyinc. v. KeyMe 0:15cv-1599 (D. Minn., 20152017) Hillman Group, Inc. v. Minute
Key, Inc, 1:13cv-707 (S.D.Ohio, 2013-2019; Hillman Group, Inc. v. Minute Key, Inc
IPR201501154 (P.T.A.B., 20122016. (ld.) According to Hillman, through tlse board
meetings Mr. Pittardwasexposed to highly confidential material that would not be discoleerab
in the presentase such as litigation strategies and attorney work proti{ct. at 2-5; Dkt. No.
115 at 11:1413:23, 14:#14:12, 15:7-19, 16:28%:7.) Hillman further asserts thadany of the
“same validity and strategy issues” will be at issue in the abaptoned case. (Dkt. No. 32 at 3.)
Finally, Hillman alleges that Cooley and Mr. Pittard assisied advised Minute Key in its
litigation strategy for their patent matters. (DKb. 32 at 24.)

In response, Cooley maintains thdt. Pittard “frequently attends his clients’ board
meetings and, in most cases, acts as secretary.” (Dkt. No. 57 at 2y @lsolasserts that Mr.
Pittard is “not a litigator” and has “no expertise related to patenpatent litigation.” (d.) In
addition, Cooleypoints out that idid not actually represent Minute Key in any patent matter as
all those cases where handled by other law fitnisl.) Finally, Cooley alleges thaany
information that Mr.Pittard may have received while at the Board meetings would be stale o

discoverable in this litigation and thus is not an adequate basisfualification. [d. at 14.)

3 Each of these matters involved either the '446 Patasserted hereor a child of the 446 Patent. (Dkt. No. 32 at
2)

4 This includes information such aslinute Key’s product development, patent strategies, and corepetitalysis.”
(Id. at 4.) Further, Hillman alleges that Cooley provided advice to Minute Keydiag “its competition with
KeyMe.” (I1d.) In addition, Hillman alleges that through the board meetingPktard was exposed to privileged
information regarding “theorigin of the invention described ifU.S. Patent No. 9,914,179jts scope, and
information on related patents and applicatioflsl. at5.) Apparently these meetings were not purely highel
status updates. On at least one occadionPittard sat through a multiour presentation by Minute Key's outside
IP counsel on the status of Minute Keyatent litigation. (Dkt. No. 115 86:5-8.)

5 Nonethelessit is worth noting that Mr. Pittard and a Patent Attorney from Ceeldy. Wayne Stacy-were listed
on a contact list for the then pending Hillman litigatidd. &t 4.) Cooley claims that Mr. Stacy’'s work was minimal
and only relagd to the settlement of that litigation. (Dkt. No. 57 at 8 n. 2.) Whilentlagtbe true, the Court notes
that the issue here is the risk that Cooley through its attorneys paseexto confidential information, which this
would reasonablyguggest.



According to Cooley, the most recent work that Mr. Pittard perforioellinute Key was
in October of 2018 ancklatedto the initial acquisition of Minute Key by HillmagDkt. No. 57
at 2.)Cooley represents that the most recent workithagrformed fo Minute Key was in late
January of 2019 and was relatedatounrelatedariff matter that predated the acquisition. (Dkt.
No. 57 at 3.) Althoughhtis final work was billed to “Minute Key,it paid with a checklrawn on
and signed byillman. (Dkt. No. 32at 6.)Since the early 2019 workooley hagperformedno
otherwork to Hillman or Minute Key. (Dkt. No. 57 at 3.) However, Hillmaaintainshat it still
believed Cooley represented it améintainedCooleyon its listof approved vendoror legal
senices (Dkt. No. 32 at 6; Dkt. No. 32 1/6-7.) In fact, Hillman representsand Cooley does not
refuté—that Cooley never sent Minute Key (nor Hillman) any sdériisengagement letteor
returned Minute Key’s confidential files to them. (Dkt. No. 32 at &, Do. 77 at 1.)

B. Procedural History of the Motion to Disqualify

Hillman filed the current suit against KeyMe on June 3, 2@l€ging that KeyMe’s self
service key duplicating kiosks infringe the '446 Patent drfel Patent N09,914,179 (the *179
Patent”). (Dkt. No. 1.) On July 25, 2019, KeyMe filed a Motion to DismisslIfaproper Venue
under Rule 12(b)(3) (Dkt. No. 12) and a Motion to Change Venue (Dkt. NoAE8).on July 25,
2019, Michael GRhodes and Stephen Bmith from Cooley filed notices of appearance in the
abovecaptioned case on KeyMe’s behalfDkt. Nos. 9, 10.) Shortly thereafter, the “Parties”
requested, and the Court subsequently granted, limited venue dysd®@dr No. 20; Dkt. No.

21.) Subsequsly, Hillman filed an Amended Complaint on September 3, 2019, agstre '446

6 Codey seems to rely on the fact that it only did two hours of work on tdikey’s tariff matter after the merger to
indicate that Cooley's relationship with Minute Key had terminated. (Dkt. Rat 5.) Cooley also points out that
it declined a request favork from Hillman in August of 2019, “explaining that Hillman was notient!” (Id.) The
Court finds thigmisses the poirgince Augustvould beafter this potential conflichroseandhadbeen discussed
between Hillman and Cooley.

" These two noticewere the first indication on the docket that Cooley was involvekisncase.



Patent, the '179 Patent, and one more additional patgr$. Patent. No. 10,400,474 (the “474
Patent”). (Dkt. No. 30.) On September 4, 2019, Hillman filed the prédetion to Disqualify.
(Dkt. No. 32.)

Hillman says itfirst learned of Cooley’s involvement on July 24, 2019, when a Cooley
attorney contacted Hillman’s counsel seeking a Local Rule/@¥ meet and confer conference.
(Dkt. No. 32 at 6.) Hillman claims that it mediately began investigating the potential conflict,
because at the time Hillmdrelievedthat it was stilla Cooleyclient. (Id.) After its preliminary
investigation, Hillman notified Cooley of the conflict of interést detailed lettedatedAugust
7,2019.(d.)

On August 15, 2019, Cooley responded by letter claimingHiilchan was not a client
and contending it lthno conflict. (Id.) Cooley also claimed that it had erected an ethical wall to
screen off any lawyers who wa#on Minute Key mattergDkt. No. 32-32 at 2.) On August9,
2019 Hillman responded requésy details on Cooley’s alleged ethical screedreasserting that
Hillman was still a current client of Cooley'@kt. No. 32 at 6.)The Parties met and conferred
on August 26, 2019 but were unable to resolve the igsdleAccording to Hillman, it never got
any details on the ethical screen or about the files of Minute Key tlodg¢yQaossessed. (Dkt. No.
115at15:24-16:11.)

On January 2, 2020, this Court held a hearing on the Motion to Disqualify. Foligihe
hearing, the Court ordered the Parties to meet and confer regarding hotliché sereen is
structuredand how it operates(ld. at 36:16-22.) The Court further ordered Mr. Rtles from
Cooley to file a supplemental declaration within 72 hours of thatersation detailing the
substance of that meet and confer and describing thevoelal functionality of the ethical screen

in place. (d. at 36:2537:5.) The Court received MRhodes’ declaration on January 23, 2020.



(Dkt. No. 108.) Ryan O’'Quina-counsel for Hillman-then filed a supplemental declaration
regarding Mr. Rhodes’ declaration on January 28, Zq&kt. No. 110.)
Il. LEGAL STANDARD

Under FifthCircuit law, amotion to disqualify is a substantive motion “affecting thétsg
of the parties” and is thus “determined by applying standards developededel@l law’ In re
Am.Airlines, Inc., 972 F.2d 605, 610 (5th Cir. 199@juotingIn re Dresser Industrie972 F.2d
540, 543 (5th Cir.1992)While the Fifth Circuit is “sensitive to preventing conflicts ofirst,”
the Fifth Circuit has warned that disqualification should not be egbpimechanically” or
“cavalierly.” In re ProEducation Irt, Inc., 587 F.3d 296, 29300 (5th Cir. 2009) (citingn re
Am. Airlines 972 F.2d at 610EDIC v. U.S. Fire Ins. C9.50 F.3d 1304, 1312 (5th Cir.1995)).
Rather the Fifth Circuit has directed courts to carefully “consider ‘[apl fhcts particular to [the]
case . . . inhe context of the relevant ethical criteria and with meticulous defeterthe litigaris
rights.” 1d. at 300 (quotindJ.S. Fire Ins. 50 F.3d at 1314.)Woods v. Covington Cty. Barik37
F.2d 804, 810 (5th Cir. 1976) (“A court should ¢@nscious of its responsibility to preserve a
reasonable balance between the need to ensure ethical conduct on the pa«drefdapearing
before it and other social interests, which include the litigarght to freely chosen counselTd
that end courts are to considermaotion to disqualify Iin light of the litigants rights and the public
interest, consideringvhethera conflict has(1) the appearancef improprietyin generalor (2) a
possibility that a specificimproprietywill occur,and(3) the likelihood of public suspicionfrom
the impropriety outweighs anysocialinterestswhich will be servedby the lawyers continued
participationin the ca®.” Horaistv. Doctor's Hosp. of Opelousa855 F.3d 261, 266 (5th Cir.

2001) (citingln re Dreser Indus, 972 F.2d at 543).

8 From reviewing the declarations, it is clé¢at there is still a dispute regarding the efficacy of thecathiall in
guestion.



When deciding a motion to disqualify, a court first looks at thattospecific local rules.
U.S. Fire Ins. Cq.50 F.3cat 1312 In the Eastern District of Texas, “[t]he standardgrofessional
conduct adopted as part of the Rules Governing the State Bar of Texaeslalhs guide
governing the obligations and responsibilities of all attorneys apgesn this court.” LOCAL
RULE AT-2(a). District courts, however, are not limited to their local rulesaaiding amotion to
disqualify.In re Am. Airlines 972 F.2d at 610. In fact, in reviewing motions to disqualify, court
are to also “considdhe ethical rules announced by the national profession in lighequblic
interest and the litigantsights”” Id. To this aim, the Fifth Circuit has acknowledged that the ABA
Model Rules of Professional Conduct (the “Model Rules”) are the ‘matsiandards to consider
in reviewing motions to disqualifyfh re ProEducatiorint’l, 587 F.3d at 299.

In the currentMotion to Disqualify, Hillman alleges two separate grounds why €pool
should be disqualified: (1) that Cooley should be disqualifi@dirse Hillman is a current client
of Cooley, and, alternatively, (2) that Cooley should be disgecldecause Hillmarsia former
client and Cooley’s representation of KeyMe in this case is sty related to Cooley’s ga
representation of Minute Key and the confidential informatioaaeived. (Dkt. No. 32 at95.)

A. Conflicts of Interests with Current Clients

Rule 1.06(b)(1) of the Texas Disciplinary Rules of ProfessionadGct (“Texas Ruléy
and Rulel.7 of the Model Rules govern conflicts of interests involvingresgntation of
corcurrent clients. While normally the Texas Rules Btatlel Rules are the saminthis situation
the Courtfaces a disparity between these rutgeeGen. Elec. Co. v. Mitsubishi Heavy Indus.,
Ltd., No. 3:10CV-276+, 2011 WL 13201855, at *4 (N.D. Tex. Sept. 12, 20Uh)der the Texas
Rules, a lawyer is only prevented from concurrently represemtimgdverse clients if the matters

are “substantially related.” Texas Rulesle 1.06(b)(1) (involves asubstantially relatednatter



in which that persds interests are rterially and directly adverse to the interests of another client
of the lawyer or the lawygs firm.”) (emphasis added). Under the Model Rules, however, a lawyer
cannot represent a client if “the representation of one client aiditectly adverse to atier
client.” Model Rules Rule 1.7(a)(13ge alsModel Rules 1.7 Comment 6 (“Thus, absent consent,
a lawyer may not act as an advocate in one matter against a person thedavggants in some
other matter, even when the matters are wholly unrefated

Faced with this conflict, the Court must decide in this cab&h rule should apply.
Consideringhe guidance of existingifth Circuit precedenthis Courtconcurswith the Northern
District of Texas that “the narrower national standaply.” Gen. Elec. C9.2011 WL 13201855
at *4. As mentioned above, motions to disqualify are substantive maiwhéare determined by
applying the standards developed under federal lawré Dresser Industrie972 F.2dat 543.
Further the Fifth Cicuit hasmade cleathat “[o]ur source for the standards of the profession has
been the canons of ethics developed by the American Bar Associédiomhe Fifth Circuit has
further stated that “[ulquestionably, the national standards of attorney corfduad a lawyer
from bringing a suit against a current client without the consebbth clients’ Id. at 545.
Considering this guidance, the Court is of the opinion that the stongent standard from the
Model Rules should apply to conflicts of inést with concurrent client$daving reached this
conclusion, the Court need not determine if Cooley’s past repat®a of Hillman by way of Mr.
Pittard’s participation in board meetings where long range stratdgimnipg occurred is
substantially relad to the current issues in this case. That said, the Court notedliinaintd

arguments to that effect are compelling, on their face.



B. Conflicts of Interests with Former Clients

Rule 1.09(a) of the Texas Rules and Rule 1.9 of the Model Rules gomdliatad interests
with former clients. Unlike the rules with concurrent clients, tegab Rules and the Models Rules
are identical “in all important aspectdri re Am. Airlines 972 F.2d at 615 n.2. Given their
similarity, the Court will focus its analysis using the Model RiReile 1.9, which states:

[a] lawyer who has formerly represented a client in a matter shalhaogdfter

represent another persmrthe same or a sutastially relatedmatter in which that

persons interests are materially adverse to the interests of the formeruwiiess
the former client gives informed consent, confirmed in writing.

(emphasis added). While not explicitly defined in the Model KR @mmment 3 to Rule 1.9 of the
Model Rules provides that
[m]atters are'substantially relatédfor purposes of this Rule if they involve the
same transactiomr legal disputeor if there otherwise is aubstantial risk that
confidential factual informatin as would normally have been obtained in the prior

representatiorwould materially advance the cliéatpositionin the subsequent
matter.

(emphasis addedT.hus,in a motion to disqualify on the grounds of a former client icglahip,
the movant must showl1} an actual attornegiient relationship between the moving party and
the attorney he seeks to disqualify and 2) a substantial relapanestween the subject matter of
the former and present representatiomsa risk of the improper use of cordiatial information
In re Am. Airlines 972 F.2 at 614-15.Finally, conflicts of interest either for former clients or for
concurrent clients are imputed to an attorney’s entire firm. MBdéds Rule 1.10; Texas Rules
Rule 1.06(f).
[I. ANALYSIS

In light of the facts of this case and Fifth Circuit law, the Court finds thategtsohttorney
client relationship with Minute Key never terminated. Furtheg @ourt finds that such

relationship wasucceeded to bMillman as part and parcel d¢fie Minute Keyacquisition. As



such, the Court finds that Hillman is a current client of Cooley #mdas, that Cooley has a
concurrent conflict of interest under Rule 1.7 of the Model Rules. Thet @other finds that
even if thiswere not the casehere is arealrisk of confidential information from Minute Key
being usedhgainst Hillmann this lawsuit. The Court findghat Cooley’s prior representation of
Minute Key is substantially related to the present acfitms results empelsthe Courtto hold
that disqualificatiorof Cooleyis warranted in this case.

A. Minute Key/Hillman is a Current Client of Cooley

I. Minute Key’s AttorneyClient Relationship Transferred to Hillman.

As an initial matter the Court must decide whether MinK&y's attorneyclient
relationship transferred to Hillman when Hillman acquired Minute. Réye Court finds that it
did. The Parties agree thdhe “practicalconsequences” of the acquisition and meogetrol the
answer to this questioiiDkt. No. 77 atl (citing John Crane Prod. Sols., Inc. v. R2R & D, LLC
No. 3:12CV-3237D, 2012 WL 3453696, at *3 (N.D. Tex. Aug. 14, 2012)); Dkt. No. 84 at 5.)
Under this anlgsis, “[i]f the practical consequences of the transaction result in ahsfér of
control ofthe business and the continuation of the business under new managgmaeatitorney
client relationship will follow as wellJohn Crane Prod. Sols., In2012 WL 3453696, at *3
(citing Soverain Software LLC v. Gap, In840 F. Supp. 2d 760, 763 (E.D. Tex. 200zt)ing
Commodity Futures Trading Commn. v. Weintradibl U.S. 343, 349 (1985)[\W]hen control
of a corporation passes to new management, the authority to asserdiaedhe corporatios
attorneyclient privilege passes as we))J). In looking at the “practical consequences” of a
transaction, some courts have looked specifically at factors such “as the axtbe assets
acquired, including whether stock was sold, whether the purchasing @nttinues to sell the
same product oresvice, whether the old customers and employees are retained, and whether the

same patents and trademarks are uskxhh Crane Prod. Soldnc., 2012 WL 3453696, at *3
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Consideringhe “practical consequences” ofgimergerthe Court finds thah acquiring
and merging with Minute Key there was a “transfer of control of the éssiand the continuation
of the business under new managemémtHillman. SeeSoverain Software340 F.Supp.2d at
763.Prior to Hillmaris acquisiton of Minute Key, Minute Key had one singular businreself
service key duplication kioskswith its main office in Boulder, Colorad It held and owned
intellectual property in the naniMinute Key andrelating tothe technology involved in their
kiosks (Dkt. No. 32 at 15) After the merger, Minute Key maintained théiome office in
Boulder, Colorado.I¢. at 5.) Minute Key also maintained most of the same employdgdvipst
importantly Minute Key continued its one sdbeisiness—selfservice key duplication kiosks
under its same name amdplementingits same intellectual propertyd() The only real change
after the merger in June 200@s thaillman internallyintegrated Minute Key into itsorporate
structureand conbinedtheir executivemanagement teamdd() Then in December 2018n this
same basjdMinute Keycompleted its full merganto Hillman. (d.)

In light of this history, iiis clear to the Court thdlinute Key’sattorneyclient relationship
with Cooley transferred to and was succeeded téilynan. Hillman is the complete successor,
in law and fact, to Minute KeyHillman continued Minute Key'existing business unchanged.
The same employees (and presumptively customers) were retained. méepaters and
trademarks were used. Thus, the Court finds that Hillman continues Minute Key’s business
as before but simplfunder new management” ands a resulthe attorneyclient relationship
transferred as weffom Minute Key to Hillman® SeeSoverain Software340 F. Supp. 2dt 763

(citing Commodity Futures Trading Comma71 U.Sat 349)

® The Court further points out that Coglseemingly conceded that Minute Key's attorabgnt relationship with
Cooley passed to Hillman at oral argument. (Dkt. No. 115 at 2923 aicknowledgingn response to questioning
from the Court that “we have to look at the substantial relationship testéfermining a conflict of interest).)

11



il. Cooley’s Representation of Minute Key was Broad and Indefinite.

The next matter that the Court must decide is the scope of Coodgyssentation of
Minute Key.In determining the scope of an attorreient relationship, courts look “to the actions
of the parties.’'SeeGen. Elec. C9.2011 WL 13201855 at *7his is oftenrevealedby both “the
implicit and explicit actions of the partiedd. at *6. Corsideringthe facts of this case, the Court
finds that Cooley’s prior representation of Minute Key was hroacestrictedandhighly akin to
the role ofin-housegenerakounsel.

The Court finds the relationship presashin General Electricto be both similar and
informative in this case. InGeneral Electri¢c the attorneys at issue had a “decddesg
relationship” with the opposing part at *7. Over the course of this relationship, the attorneys
helped the opposing party withdrious,intermittent disputes relating to contracts concerning its
[business] as they arosdd. Faced withthesefacts, the Northern District of Texas found that
“[t]he attorneyclient relationship . . . was ongoing and oewled.”ld.

Similarly, Minute Key hadalong-termrelationship with Coolgfor roughly ten years prior
to the merger of Minute Key and Hillman. (Dkt. No. 57 at 2.) Mr. Riteaxd Cooley represented
Minute Key on a variety of matters, even providing adas¢omattersvherethey did not directly
represent Minute Key. (Dkt. N82 at 1, 4, 12; Dkt. No. 322 at 233:68 (Mr. Fagundo stating in
deposition testimony in 2014 that Minute Key switched counsetenad their patent cases based
on advice by “Cooley, who'’s [Minute Key’s] general counseDkt. No. 57 at 2, 8.) In adin,
duringthe period of 2012018, Mr. Pittard attended almost every Minute Key board meeting and
often acted as the Secretary at those meetings. (Dkt. No. 32 at 1, 12.) Thie@lwer notes that
during this time Minute Key had no general counsel, that thehenservingPresident and CEO

of Minute Keyconsideredvr. Pittard (andhrough himCooley) as Minute Key’s generalhrouse
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counsel. Id. at 1-2.) At oral argument counsel for Cooley acknowledged that CardyMinute
Key hadan “outside corporate securities general coutygaee relationship.” (Dkt. No. 115 at
23:21-25.)

In light of this evidence, iis clear that Cooley’s representation Wwagagoing and open
ended”and more akin tohat ofan inhouse general counslan anything elseSeeGen. Elec.
Co, 2011 WL 13201855 at *7 [T]he Court looks to the actions of the parties as a manifestation
of their intent concerning the purpose of their attorclent relationship. . . [T]he evidence
indicates that the two entities contemplated agoing relationship that had the purpose of
allowing [the client] to bring matters tdthe attorneysjfor legal advice and consultations as
needed.”As in General ElectricCooley and Minute Key had a long history and neither party had
any intention of ending their relationshi.

iii. Minute Key/Hillman is a Current Client of Hillman.

Having determined the scope of Cooley’s representation of Minute iayhat Minute
Key’'s attoney-client relationshipvas succeeded to byillman, the Court must now determine
whether Hillman is a current or a former client. In lighGafoley’sbroad and ogoing “on-call”
representation of Minute Key and the facts of this case, the Court figddiiman is a current
client of Cooley.

Generally, an attorneglient relationship ends “once the purpose of the employment is
completed, absent a contrary agreemesitripsorv. James 903 F.2d 372, 376 (5th Cir. 199@%

amended on denial oéh'g (Juy 6, 1990).However, courts also recognize that when the purpose

0Cooley dismisse&eneral Electrioon the grounds that the relationship involvedh$ significantly narrower than
the purported unlimitetheneral counsetole that Minute Key alleges Cooley occupied.” (O¥b. 57 at 6.) Cooley
further argues that the case “is inapposite” because it didvobténa transfer of that relationshipd.j In response,
the Court notes that the broader relationship between #key and Cooleynore stronglysupports the postn
that their relationship was “ongoing and opmrded.”Here the Court is simply analyzing the relationship between
Minute Key and Cooley. Whether that relationship continuéel #fie merger is a separate question discussed in
Section II(A)(iii).
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of a representation is for the attorney to be “on standby” that the eaticlr@nt relationship is
“ongoing and opewended.” Gen. Elec. Cq.2011 WL 13201855 at *7The attorneyclient
relationship can persist even when there are no pending prégegtéin [ongoing, needsased]
attorneyclient relationship . . . does not lapse as soon as the attornénedintiss work on a
particular project; it carries on as new projects arndd.”

The Courtnow addresseshether the attorneglient relationship was terminated prior to
Cooley’s representation of KeyMe in this case. The relevaneéftame in making this
determination is “during the pendency of th[e] caseimbrandiTechs.,LP v. Comcast Corp.
No. CIV.A. 2:05CVv443, 2007 WL 470631, at *3 (E.D. Tex. Feb. 8, 2007). Thex@dsubt that
presentlyCooley has made representations that its relationship with Minytealid by extension
Hillman, is over. However, that is not the question. The que&iwaether the relationship was
terminatedas ofthe filing of this casé?

Hillman argues that Minute Key’s relationship with Cooley was eahinated by the
merger of Minute Key into Hillmar{Dkt. No. 32 at 9.Hillman further argues thagiven the type
of relationshipbetweerCooley and Minute Keytheirrelationship continued until at least thenfy
of this case and Cooley's appearandd.) (Hillman argues that if Cooley wanted to end the
relationship then it should have given notice to Hillnmadreturned Minute Key’s client files to
it. (Id. at 9-10.);seeTexas Rules Rule 1.15(d){pon termnation of representation, a lawyer shall
... giv[e] reasonable notice to the client, allow[] time for emmlegt of other counsel, surrender(]

papers and property to which the client is entitled and refund[adwgnce payments of fee that

UThecritical date in this case would ba or neaduly 24, 2019, when Cooley, on behalf of KeyMe, first participated
in a meet and confer with Hillman attorneys. (Dkt. No. 32 at 6.) Cadéasns that their representation of KeyMe
“began in August 2019(Dkt. No. 57 at 7), but this is demonstrably incorigeenthe appearances filed on the
docket dated July 25, 2019. (Dkt. Nos. 9, 10.) Presumably, Cooleyhanstbegun representing KeyMe several
daysor weekshefore the meet and confensideringheyfiled two Rule 12(b) motions thaay following the meet
and confer

14



has not beerarned”).Finally, Hillman argues that it “reasonably understood Coole\essmted
it” and that their relationship continued. (Dkt. No. 32 at 10 (cili@P Dev., LLC v. Adobe Sys.
Inc., No. 2:12CV-570-JRGRSP, 2013 WL 3731492, at *2 (E.D. Tex. July 13, 20).3))

Cooley responds that Hillman is not and never was a client of Coolef. NIDk57 at 5.)
Further, Cooley argues that the merger of Minute Key into Hillreamibated any relationship
that existed between Cooley and Minute Kég. &t 5-6.) Cooley allegethat Mr. Pittard has not
performed any work for Minute Key since October 2018, when the acquigitided. Ifl. at 6.)
While other Cooley attorneys performed work for Minute Key in January 2019, Cooipyes
thatsuchwork was done on a project that haskb pending since 2016 and that at the time Cooley
did not know that Hillman and Minute Key had mergéd.) Cooleyalsopoints out that itleclined
a request for work from Hillman in August 20181.}

On balancethe Court is not convinced by Cooley’s arguments and finds tHatatilis a
current client of CooleyHere again, the Court findSeneral Electricinstructive In General
Electric the court found that there was an “ongoing, ndssed attorneglient rdationship.”
Gen. Elec. C0.2011 WL 13201855 at *M.here the court found thatist because the attorneys at
issue were not actively doing anything for the opposing party aintieethe suit was filed does
not mean that there was no longer an atteohewnt relationshipld. Asthere,Cooley ha a long
lasting relationship with Minute Keylhat there was a break efght to nine month& is not
sufficient, without more toterminatethe attorneyclient relationship.

Cooley argus that this Court should follow the ruling Erfindergemeinschaft Uropep
GbRuv. Eli Lilly & Co. (Dkt. No. 115at 18:12—20:1(citing No. 2:15CV-1202\WCB, 2016 WL

760909(E.D. Tex. Feb. 26, 201p) In Eli Lilly, the court found that there was no concurren

2The longest gap in time Cooley can claim is from October 2018, whenitkardRlid his “last work” for* Minute
Key,” to June or July 2019, when Hillman sued KeyMe or Cooley appeaie@dlbffin the case.
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representation when the law firm at issue had represented a party in stigadaginl and now
represented an adverse pard16 WL 760909 at *4*6. However, inthat case, the prior
representation was limited under tlBpecific terms of its engagemenetter to only the
representation in that first cadd. at *4. Also, thefirst case was fully resolveand closedor

more than a year by the time the law fibecameadverse to the original cliekt.ld. Under these
facts the court found that thearty seeking disqualification had not overcome the express language
of the letter of engagemeraind thus that there was no concurrent representation.

The present case isapposite tcEli Lilly. Unlike Eli Lilly, Cooley’s representation was
not limited b one case but wédeng-lasting, broad, and more akinttee role ofa general counsel.
SeeSection I1I(A)(ii). Herethere is nangagement lettdrefore the Court which defines Cooley’s
role, and Cooleythemselves adnstthat their representation was abs$t that of andutside
corporate securities general courtsgle.”* (Dkt. No. 115 at 23:2425.) Cooley’s oRgoing
relationshipwith Minute Keyfor roughlyten years is much more than one case

In both this case artli Lilly, neither firm sent disengagement letterior to representing
the adverse clientSee Eli Lilly 2016 WL 760909 at2. In Eli Lilly, however,the firm’s
representation of the original client wasarlylimited by an express engagement letter to that one
case Id. Since attorneyclient relationshipsgenerally terminate once the purpose of the
representation is complete, there was no need for the firm to send a diseagtfgtterld. at *4.

However, Cooley’'s representation in this case was not coredrdint instead a&s broad and

13The law firm in that case also performed no work for the originahthfter the case was resolved.Lilly, 2016
WL 760909 at *4.

The Court notes that in Section IlI(A)(ii) abgwae Court found that Cooley’s representatiotMinute Key was
more akin to an khouse general counsel type relationship than the relationshipbeestrty Cooley at oral
argument.
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indefinite. Under such disparate circumstances the tfaat Cooley never sent a disengagement
letter is highly relevant.

Hillman, in support of their motiongcites EastmanKodak Co. v. Sony Corgor the
proposition “that acquisition and igeation of a current client meant that the acquiring entity
became a current client.” (Dkt. No. 32 ai87(citing No. 04CV-6095, 2004 WL 2984297, at *3
(W.D.N.Y. Dec. 27, 2003)) In Eastman KodakWoods Oviatt Gilman, LLP (“Woods”) made a
living by not having Kodak as a client so that it would not be conflistedking cases against
Kodak. Eastman Kodak2004 WL 2984297 at *1. One of the many clients it represented was a
company called Heidelbgmigital LLC (“Heidelberg”).ld. This representation lasted for many
years.ld. In May 2®4, however, Kodak announced it would acquire Heidelderg/NNoods did
notactively participate in the acquisition but did maintain Héided's records at their aées for
Kodak to review and the acquisition was widely publicizied. After the acquisition, Kodak
“assumed responsibility for all litigation matters invalyiHeidelberg.1d. at 2. In August 2004,
Kodak discovered that Woods was representing some parties thahdverseto Kodak. Id.
Woods responded that Heidelberg was a client, but Kodak wasmtitey saw no conflictd.

The New York District Court disagredd. at 9.There, he court found thdf or conflict purposes,
Kodak and Kodals wholly owned subsidiary, Heidelberg, are to be treated as a sirgyh"dld.

In making this determinatiothatcourt boked at “whether the corporate relationship between the
two corporate family members is ‘so close as to deem them a sitigjef@nconflict of interest
purposes.”ld. at 3 (quotingDiscotrade Ltd. v. WyetAyerst International, In¢.200 F.Supp. 2d
355, 358 (S.D.N.Y2002). The court noted that when Kodak acquired Heidelberg it “esdgntial
swallowed Heidelberg.'ld. Ultimately, the court found that “[pit simply, without Kodals

consent, it is ethically impermissible f¢woods] to have awholly owned and integrated
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subsidiaryof Kodak as a client and simultaneously represent Keda#tversaries in pending
litigation in state and federal codirtd. at 5 (emphasis added)

The Court find€€astman Kodato be persuasivé\s inEastman KodakCooley hd a long
relationship with Minute Key. (Dkt. No. 57 at 2.) Cooleyew about theacquisition of Minute
Key by Hillman because it was widefublicized and they represented Minute Kay the
acquisition (Dkt. No. 32 at 5; Dkt. No. 325) Finally, there was delay ofonly a few months
between the acquisition and the filing of the current suit, duringw@ooley did not do work for
Hillman. (Dkt. No. 57 at 3.) The Kodak/Heidelberg facts are very similarediitman/Minute
Key facts.

Finally, the Court notes th&ooley has taken no steps to endrthedationshipwith either
Minute Key or Hillman Cooley sill holds Minute Keyfiles and has semio letter of termination.
(Dkt. No. 77 at 1; Dkt. No. 115 at 9:2; 22:12-13); seeJones vRabanco, Ltd.No. C033195P,
2006 WL 2237708, at *4 (W.D. Wash. Aug. 3, 20@Q&)Ilding on to client files is an indication of
an ongoing client relationshipTexas Rules Rule 1.15(dfurther, Cooley performed work for
Minute Key after the Hillman acdgition, and even provided some work (even if it was for an old
project) after the Hillman/Minute Key merger. At oral argument, €palrgued that “the mere
passage of time alone cabe sufficient to form a new client relationship with a new efitikt.

No. 115 at 23:911.) The Court’sriew is just the oppositehe mere passage of a few months is
not sufficient to terminate a pexistingandlong-lastingattorneyclient relationshipThe Court
concludes thatHillman is a current client of Cooley.

V. Even if Not, the Issues in This Case are Substantially Related to
Cooley’s Past Representation.

Having foundthat Hillman is a currentlient of Cooley, the Court’s inquiry coukehd

Even if this conclusion is wronghe Court also finds that Cooley woudtll have a conflict of
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interest because the subject matter of the current suit is substamtialBdrto Cooley’s past
representation of Minute Key.

As mentioned abovea conflict of interest with a former ché exists if the current
representation bears a “substantial relationship between the sulatet of the former and
present representations” or there is a risk of the improper use of cddideformation.In re
Am. Airlines 972 F2d at 614-15. To that aim “the subject matter need notrb&vant in the
evidentiary sense to be substantially related[;] [instead,] [i]t nelydoe akin to the present action
in a way reasonable persons would understand as important toud® iisgolved.”John Crane
Prod. Sols, 2012 WL 3453696 at *2 (citintn re Corrugated ContaineAntitrustLitig., 659 F.2d
1341, 1346 (5th Cir. Unit A Oct.1981aprogatedin part on other grounds by Gibbg42 F.2d
181)(internal quotation marks omittedjome courts have recognized that a broad general counsel
like representation poses a high risk that confidential informaiay be used against that client
in a future adverse matt&ECC,Inc.v. Bankof NovaScotig 222 F. Supp. 2d 717, 7222(D.V.1.
2002).

From a review of thentirerecord, the Court finds that Mr. Pittard’s work for Minute Key
repeatedlyexposed him to confidential informatiavhich isdirectly at issue to the present case.
Mr. Pittardregularlyattended and participated in board meetmgs a long period of timgDkt.
No. 32 at 1, 12.) At these meetings Mr. Pittard was exptisédhly confidentialdiscussions
related directly to the '446 Patent and to its fanithin what has been categorized ‘ddinute
Key's product development, patent strategies, and competitiysaia(ld. at 25; Dkt. No. 115
at 11:14-13:23, 14:#14:12, 15:#19 16:25-17:7.)In fact, in at least ongoardmeeting Mr. Pittard
sat througha multkhour presentation by Minute Key’s outside IP counsel on the stBiisiote

Key's patent litigation. (Dkt. No. 115 at 25{&) The same patents, products, and defendant are
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involvedin this caseEven if, contrary to the Court’s earlier conclusi¢dillman is not a current
client, Cooley’s priorrepresentation of Minute Key was substantially related to the cuacéion
and wouldbe a conflict of interest.

B. Disqualification is Appropriate

Cooley is adverse to Hillman in themse Snce Hillman isa current client of Cooley,
Cooley cannot represeieyMe without Hillman’s consent® Model Rules Rule 1;7see also
Model Rules 1.7 Comment 6Thus, absent consent, a lawyer may not act as an advocate in one
matter against a person the lawyer representsdme other matter, even when the matters are
wholly unrelated’); In re Dresser Industries972 F.2dat 545 (“Unquestionably, the national
standards of attorney conduct forbid a lawyer from bringing a sunsigacurrent client without
the consent of both client§. Hillman has not consented to Cooley’s representation of KeyMe in
this case. (Dkt. No. 32 at 108s such, the Court finds that disqualification is necessary # thi
caset®
IV.  CONCLUSION

For the foregoing reasons, the Court ishaf opinion that the Motion to Disqualify should
be and hereby ERANTED. Further the Court finds that it would be improper for the Court to

consider the pending 12(b) motions in this case, since they were prbpaedley.SeeAcad. of

SAlternatively, Cooley’s past representation of Minute Key is sulisthnrelated to the present case such that a
corflict of interest remains, which also dictates that Cooley camme represent KeyMe without Hillman’s consent.

16The Fifth Circuit has directed courtshen ruling on motions to disqualifp carefully “consider ‘[a]ll the facts
particular to [the] case . in the context of the relevant ethical criteria and with meticulefesehce to the litigatg
rights.” In re ProEducation Irit, Inc., 587 F.3d at 300 (quoting.S. Fire Ins. 50 F.3d at 1314.)Woods V.
Covington Cty. Banks37 F.2d 804, 810 (5th Cir. 1976). In light of this directive, some courts have usedéirty
test weighing the “likelihood of public suspicion against the @sign retaining counsel of one’s choice” in deciding
if disqualification is appropriateDataTreasury Corp. v. Wel Fargo & Co, No. 2:06CV-72 DF, 2009 WL
10679840, at *9 (E.D. Tex. Dec. 30, 20@9uotingCossette v. Country Style Donuts, JigA7 F.2d 526, 530 (5th
Cir. 1981). These other cases, however, deal primarily with conflicts ofastem@risingrom former clients. The
Court here finds that the situation is different for conflicts of intdresn concurrent clients. In the Cowgtview
in the situation of concurrent representation the risk of public saspiearly outweighs that of a litigds right to
chose their counsebee Honeywell Int'l Inc. v. Philips Lumileds Lighting ,0¢o. 2:07CV-463-CE, 2009 WL
256831, at *4 (E.D. Tex. Jan. 6, 2009)
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Allergy & Asthmain Primary Carev. LouisianaHealth Serv.& Indem.Co., 384 F. Supp. 3d 644,
660-61 (E.D. La. 2018)As such, KeyMe’'sMotions to Dismiss for Improper Venue under Rule
12(b)(3) (Dkt. N&. 12, 43 andMotion to Change Venue (Dkt. No4lareDENIED WITHOUT
PREJUDICE.

It is furtherORDERED that the aboweaptioned case is hereBJfAYED for forty-five
(45) daysfrom the entry of this Ordep allow KeyMe to retain new counsélot later than forty
(40) days hereatfter, the Parties shall jointly fileaus report indicating their positions on how
this case should best proceed once the stay is lifted. A courtesyfabpysame shall be delivered

to chambers.

So ORDERED and SIGNED this 14th day of February, 2020.

RODNEY GILS{RAP
UNITED STATES DISTRICT JUDGE
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