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No License, No Privilege: Says Magistrate Judge in Gucci v. Guess

Several months ago, in a trademark infringement suit filed by design house Gucci America, Inc. (“Gucci”)
against apparel designer Guess?, Inc. (“Guess”),’ outside counsel for Guess discovered that Gucci’s
chief in-house lawyer was not properly licensed to practice law in any state. Guess petitioned the
Court for access to Gucci’'s communications with its in-house counsel on the grounds
that they were not protected by the attorney-client privilege. In response, Gucci moved for a
protective order against disclosure of any privileged communications. Moses & Singer's previous
Client Alert discussing Guess’ petition and Gucci's response may be accessed at
hitp://www.mosessinger.com/articles/files/AttorneyClientPrivilegeGucciGuess.pdf.

Southern District Magistrate Judge James Cott recently denied Gucci’s motion for a protective order,
holding that Gucci bore responsibility for confirming that its in-house counsel was authorized to practice
law in some jurisidiction. Gucci now seeks protection under the work-product doctrine which shields
documents prepared in anticipation of litigation. The Court has not yet ruled on the applicability of this
doctrine.

Inactive is Insufficient

In support of his denial of Gucci’'s motion for a protective order, the Magistrate Judge relied upon the law
in California, the only state in which Gucci’s in-house counsel had been admitted, which limits the practice
of law to active members of the bar. In California, the “practice of law” includes rendering legal advice,
conducting legal research and brief writing. Therefore, even though Gucci’s in-house counsel maintained
inactive status, he was not permitted to engage in the types of activities he performed while at Gucci. In
addition, although Gucci’s in-house counsel was admitted in two federal district courts of California, and
the websites for these districts indicated that the in-house counsel was an active member of those bars,
active membership in the California State Bar is a prerequisite to membership in the federal district courts
in California. Since Gucci’s in-house counsel was not an active member of the California State Bar, he
was not authorized to practice in the federal district courts of California, either. Without a bar membership
authorizing Gucci’s in-house counsel to practice law in some jurisdiction, the Court held that Gucci’s
communications with its in-house counsel failed to satisfy any standard of the attorney-client privilege.
The Magistrate Judge also noted in his decision that a “voluntary inactive member” who holds himself out
as practicing or entitled to practice law, as Gucci’s in-house counsel did, commits a misdemeanor under
California law.

“Reasonable Belief” Requires Reasonable Inquiry

The Court also rejected Gucci’'s argument that it should not be held responsible for in-house counsel’s
failure to maintain active bar status. During the eight year span of Gucci's in-house counsel’s
employment, Gucci failed to make any effort to inquire into his legal qualifications or licensing status,
especially when it promoted the employee from a non-legal to a legal position. The Court said Gucci was
obligated to conduct minimal due diligence to confirm his professional status as an attorney. This
includes (1) confirming that the employee was licensed in some jurisdiction, (2) that this license
authorized him to engage in the practice of law, and (3) that he had not been suspended from practicing
law or otherwise faced disciplinary sanctions. The Magistrate Judge rejected Gucci’'s argument that it

' Gucci America, Inc. v. Guess?, Inc., et al., No. 09-Civ-04373 (S.D.N.Y. 2009).
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“reasonably believed” the employee was authorized to practice law, noting that “Gucci cannot now cloak
itself under a veil of ignorance to avoid its discovery obligations.”

Best Practices

The Court's refusal to apply the attorney-client privilege to Gucci’'s communications with its in-house
counsel serves as a cautionary tale for corporate legal departments, law firms and other organizations
with lawyers on staff. Such employers must consider establishing internal practices for conducting the
necessary due diligence to confirm that their new, lateral and veteran lawyers are properly licensed to
practice law in an appropriate jurisdiction.

If you have questions regarding this Alert, please contact the co-chair of Moses & Singer's Legal Ethics &
Law Firm Practice, Devika Kewalramani at 212.554.7832 or dkewalramani@mosessinger.com.
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Lawyers of the Legal Ethics & Law Firm Practice group have extensive experience in advising on legal
ethics and risk management, as well as on partnership structures, financing, real estate matters,
employment practices, taxation and third-party contractual relationships. They bring an in-depth
understanding of law firm economics and management to the table, which enables us to provide practical
and cost-effective solutions to lawyers and law firms.

Since 1919, Moses & Singer LLP has provided legal services to diverse businesses and to prominent
individuals and their families. Among the firm’s broad array of U.S. and international clients are leaders in
banking and finance, entertainment, media, real estate, healthcare, advertising, and the hotel and
hospitality industries. We provide cost-effective and result-focused legal services in the following primary
areas:

e Advertising ¢ Intellectual Property

e Asset Protection e International Trade

e Banking and Finance ¢ Internet/Technology

e Business Reorganization, Bankruptcy and e Legal Ethics & Law Firm Practice
Creditors’ Rights e Litigation

e Corporate, Securities and M & A e Matrimonial and Family Law

e Employment and Labor e Privacy

e Entertainment e Private Funds

e Healthcare e Promotions

e Hotel and Hospitality o Real Estate

e Income Tax e Trusts and Estates
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Disclaimer
Viewing this document or contacting Moses & Singer LLP does not create an attorney-client relationship.

This document is intended as a general comment on certain developments in the law. It does not contain a complete legal analysis
or constitute an opinion of Moses & Singer LLP or any member of the firm on the legal issues herein described. This document
contains information that may be modified or rendered incorrect by future legislative or judicial developments. It is recommended
that readers not rely on this general guide in structuring or analyzing individual transactions or matters but that professional advice
be sought in connection with any such transaction or matter.

Attorney Advertising
It is possible that under the laws, rules or regulations of certain jurisdictions, this may be construed as an advertisement or
solicitation.
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