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FEDERAL E-DISCOVERY

Third-Party Subpoena

Extended to Overseas Affiliates i

ven companies that are not
litigants sometimes find
themselves faced with e-dis-
covery obligations owing to
receipt of third-party sub-
poenas issued under Rule 45 of the
Federal Rules of Civil Procedure.
In such circumstances, companies
often assumed that courts would
treat them favorably with respect to
discharging their e-discovery obliga-
tions. A recent federal court deci-
sion should serve as a wake-up call
to companies that find themselves
on the receiving end of a subpoena,
as courts may very well hold them
to the same standard as parties and
require prompt and complete com-
pliance with such subpoenas.

‘St. Jude’

In St. Jude Medical S.C. v. Jans-
sen-Counotte,! the U.S. District
Court for the District of Oregon
was asked to rule on a motion to
compel compliance with a third-
party subpoena. In the princi-
pal case pending before another
court,? St. Jude, a medical technol-
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ogy company, sued Louise Marie
Janssen-Counotte (Janssen), a for-
mer employee in its Belgium and
Netherlands offices, for “theft and
threatened misappropriation of
trade secrets and other confiden-
tial information.”

Acting on suspicions regarding
Janssen’s behavior before leaving
the company, St. Jude conducted
an internal investigation, which
revealed that Janssen negotiated her
new employment and made prepa-

rations to misappropriate confiden-
tial information while still employed
by St. Jude. Evidence of Janssen’s
alleged misappropriations included:
(1) her attendance at a three-day con-
ference in Dallas, where she learned
about St. Jude’s five-year global
strategic plan to compete against
other medical technology compa-
nies, without having disclosed her
ongoing employment negotiations
with one of St. Jude’s competitors,*
(2) “email[ing] her St. Jude contracts
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and benefits information to her per-
sonal email address,” and (3) her
“insert[ion of] 41 separate removable
media devices (e.g., thumb drives)
into her St. Jude computer.”
Shortly after leaving St. Jude, Jans-
sen was hired by Biotronik (Bio-
tronik)—one of St. Jude’s principal
competitors—to serve as its presi-
dent of U.S. operations. Biotronik is

ments under its control, but it did
not have legal possession, custody,
or control over documents related
to negotiations Janssen undertook
with Biotronik’s European affiliates.
In taking this position, Biotronik
distinguished between its “‘practi-
cal ability to obtain the requested
documents’ from its sister or parent
corporation” and the legal author-

After ‘St. Jude’, courts may very well hold third parties to the same
standard as parties and require prompt and complete compliance

with such subpoenas.

a Delaware corporation with head-
quarters in Oregon; its parent and
sister companies are German.
Following Janssen’s departure,
pursuant to Rule 45 of the Federal
Rules of Civil Procedure, St. Jude
served a subpoena duces tecum
against Janssen’s new employer
Biotronik, requesting documents
and electronically stored informa-
tion (ESI) related to communica-
tions between Biotronik and Jans-
sen, as well as materials related to
Biotronik’s decision to hire Janssen.
The subpoena defined “Biotronik”
as referring to “Biotronik, Inc., as
well as any current or former ...
agents, ... corporate parent, sub-
sidiaries or affiliates and other per-
sons or entities acting or purporting
to act on your behalf or for your
benefit ...including with respect to
employment discussions and nego-
tiations with Ms. Janssen ... .”7
Biotronik objected to the sub-
poena, arguing, in part, that it
could not be compelled to pro-
duce documents from affiliates
that were “distinct legal entities™®
over which it had no control. In par-
ticular, Biotronik argued that it had
produced all of the relevant docu-

ity to compel production of such
documents from its affiliates,? par-
ticularly since they were distinct
entities from Biotronik.

The court dismissed Biotronik’s
argument that it had no obliga-
tion to produce documents and
ESI in the possession of affiliates
that were distinct legal entities.
Rather, the court sought to answer
whether documents and ESI held
by Biotronik’s related entities
were within Biotronik’s effective
control. The court examined
the fact-specific circumstances
surrounding the location of the
documents and ESI that related
to Janssen’s employment nego-
tiations. The court also focused
on the relationship between the
location of those documents and
the control requirement.

Biotronik claimed that its search
for all emails, text messages, and
other documents relating to Jans-
sen’s new employment negotiations
only yielded the production of “a
redacted copy of [her] final con-
tract and several pages from her
passport and visa application.”!?
Biotronik also stated that none of its
employees, directors, or officers had

been involved in employment nego-
tiations with Janssen. Additionally,
St. Jude “presented evidence” that
high-level executives with Biotron-
ik’s European affiliates participated
in negotiations with Janssen.!! This
led the court to conclude that Jans-
sen’s negotiations to join Biotronik
had been held with Biotronik’s affili-
ates, acting on behalf of Biotronik
through a principal-agent relation-
ship and for the sole purpose of
hiring Janssen. Thus, the court
concluded that this agency relation-
ship established “sufficient indicia
of effective control” to require the
search and production of respon-
sive ESI and documents located at
Biotronik’s European affiliates.!?

Control of Documents

When considering “possession,
custody, or control” for purposes
of Federal Rules of Civil Procedure
34 and 45, courts apply a range of
standards. The court in St. Jude
highlighted a Sixth Circuit decision,
noting that the disjunctive nature of
Rule 45(a) does not require actual
possession and legal ownership
of the subpoenaed data.!®> With
respect to Rule 34, the court cited
a case from the District of Delaware,
which held that control “does not
require the party to have actual
managerial power over the foreign
corporation, but rather that there
be close coordination between
them.”!* Citing a case from the
Eastern District of California, the
court noted that control may also
be established by “the existence
of a principal-agent relationship.”!®

The court in St. Jude held that
“control” is an inherently fact-
specific issue. It determined that
neither actual possession of a docu-
ment nor legal ownership needed
to be shown for a corporate party
to be in “possession, custody, or
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control” of a document. Control—
defined as the legal right to obtain
documents upon demand—is suf-
ficient on its own.!6

In examining parent/subsidiary
relationships, the court noted that
a parent may be compelled to pro-
duce documents held by a subsid-
iary. Additionally, a parent may be
in “control” of a subsidiary when
there is a sufficiently “close nature”
in the corporate relationship.!?

The court in St. Jude ruled that
the agency relationship between
Biotronik and its affiliates for the
sole purpose of the employment
negotiations was sufficient to hold
Biotronik responsible for produc-
ing relevant documents held by the
affiliates. The fact that Biotronik’s
affiliates are based abroad did not
alter the court’s analysis. As such,
the court ordered that Biotronik
comply with the third-party sub-
poena served by St. Jude, including
producing relevant documents held
by its affiliates overseas.

The court reiterated the impor-
tance of the agency relationship
in denying Biotronik’s subsequent
Motion for Reconsideration and
Transfer.!® Biotronik had sought
to analogize the case to In re Cit-
ric Acid Litigation," a Ninth Circuit
case involving documents subpoe-
naed from a U.S. party, but held
by the party’s Swiss affiliate. The
court in Citric Acid noted that the
subpoenaed party had asked its
affiliate to produce the documents,
but the affiliate refused to do s0.%°
Because there was no legal mecha-
nism to compel the affiliate to pro-
duce those documents, the party
served with the subpoena did “not
have the legal right to obtain” the
documents held by the affiliate and
there was no mechanism available
to compel production.?!

The court in St. Jude rejected
Biotronik’s analogy to Citric Acid.
Indeed, it held that the analysis in
St. Jude was entirely consistent with
Citric Acid’s “legal control” test to
determine when a corporate entity
has control over documents owned
by a distinct entity.??> The court noted
that Citric Acid “involved a contrac-
tual relationship among affiliated
entities and the parties’ contract did
not provide that one party had the
right to control documents owned by
the other.”? In contrast to St. Jude,
where the plaintiff had shown that a
principal-agent relationship existed
between Biotronik and its affiliates,
“[t]here was no agency relationship
alleged in Citric Acid.”** Because of
this principal-agent relationship, the
subpoena for documents related to
Janssen’s employment negotiations
satisfied the legal control test set
forth in Citric Acid.

Conclusion

Although St. Jude is an ongoing
litigation, this ruling is nonetheless
a cautionary tale to companies that,
while not a party to a litigation, were
involved in the underlying dispute,
even tangentially. Third parties may
find themselves in a position where
they are unable to obtain relief from
the costs and efforts necessary to
comply with e-discovery obliga-
tions from either the Federal Rules
of Civil Procedure or case law, as
courts that strictly interpret these
authorities may find no difference in
the discovery-related responsibilities
of named parties and subpoenaed
third parties.

Two years ago in this column,
we wrote about the federal courts’
interpretation of the term “con-
trol” for purposes of third-party
litigation holds.?> We cautioned
that “control” is an expansive

concept and that parties to a lit-
igation may be required to take
reasonable efforts to ensure that
third parties are preserving poten-
tially relevant documents in their
possession.?® As evidenced by St.
Jude, this may also be true in the
context of the e-discovery obli-
gations of third parties. Not only
can subpoenas compel produc-
tion of documents by third parties
themselves, they also can compel
production by agents of the third
parties, even when those agents
are located overseas.
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