
5/19/14, 1:15 PM3M Keeping Their Cool | Corporate Counsel

Page 1 of 4http://www.corpcounsel.com/cs/Satellite?c=Article_C&childpagename=…r&cid=1202654591623&assetId=1202654591623&site=CC&siteconstant=CC

NOT FOR REPRINT

    Click to Print or Select 'Print' in your browser menu to print this document.

Page printed from: Corporate Counsel

3M: Keeping Their Cool
Best Legal Departments 2014

Andrew Ramonas, Corporate Counsel

June 1, 2014

It was November 2009, and 3M Co. had a big problem. The St. Paul–based business known for
Post-it notes, Scotch tape and myriad other inventions had learned of allegations that its subsidiary
in Turkey engaged in bribery, bid rigging and other improper behavior with Turkish government
officials in the supplying of reflective material used in highway signs and pavement markings. The
company made the decision to disclose what it had learned to the U.S. Department of Justice and
the U.S. Securities and Exchange Commission.

During the next three-and-a-half years, more than a dozen of the company's in-house lawyers,
along with outside counsel from Debevoise & Plimpton, worked with U.S. authorities. They made
voluntary disclosures about their findings, and they affirmed the company's commitment to
compliance. During that period 3M's legal department also helped to establish a compliance and
business conduct department to assist with the company's antibribery program and worked to
develop an updated code of conduct. Last year 3M released a new handbook that announced
ethics policies for its more than 88,000 employees in 18 languages.

By then, the company had already convinced the government that it was on the right path. In
January 2013, the DOJ and the SEC informed 3M that they wouldn't prosecute or penalize the
company under the Foreign Corrupt Practices Act. They did not even require the company to agree
to a deferred prosecution agreement, which they have pressed on companies with increasing
frequency in recent years. As 3M wrote in a Feb. 14, 2013, filing with the SEC: "Among the reasons
cited by the DOJ for closing its investigation included the company's voluntary disclosure and
cooperation, the company's thorough investigation and the steps the company has taken to
enhance its anticorruption compliance program."

An FCPA investigation could have dealt 3M a black eye. Instead, it made the company stronger.

"To have that behind us," says Ivan Fong, 3M's senior vice president and general counsel, "means
that the business people and lawyers can focus on growing the business, which is what we should
be doing. By strengthening our compliance program, I think we are a stronger company."
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This knack for solving a potentially detrimental legal problem in a way that has long-lasting benefits
for the business is why Corporate Counsel chose the company's 212 in-house lawyers as one of
the Best Legal Departments of 2014. The job of 3M's lawyers isn't just to counsel their employer
out of trouble. They also are there to help the company grow and develop.

One confirmation of their success is the attitude of colleagues on the business side. "I don't let
them call me 'client,'" says Joaquin Delgado, an executive vice president who leads 3M's health
care business group. "We're in the same boat."

The bribery allegations weren't the only big problem 3M's lawyers confronted in recent years. In
2010 Swedish pharmaceutical company Meda AB slapped the company with a $325 million lawsuit
alleging fraud and breach of contract in connection with Meda's 2006 purchase of 3M's
pharmaceutical business in Europe. The Swedish firm claimed that 3M didn't tell it before the
acquisition that the company had an agreement with a French regulatory agency to reduce the
price of its leading drug in the country.

Last year Judge Alison Nathan of the U.S. District Court for the Southern District of New York
dismissed the claims, saying that the company didn't try to deceive Meda. In her opinion, Nathan
wrote that "3M executives in Minnesota put time and care into preparing what they reasonably
believed to be truthful, conservative and honest offering materials."

But 3M's lawyers weren't done after Nathan's ruling. To stop an appeal by Meda and to assist the
company in acquiring more business, 3M entered into a supply agreement with the drugmaker to
help it make the drug, which is used to treat an irregular heartbeat.

"I think it meant a lot to 3M," Fong says of the successful resolution. The in-house counsel didn't
work on the case alone, however. They teamed with outside counsel, including lawyers from Dallas
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boutique Bickel & Brewer, an inaugural member of the "3M Preferred Counsel Network."

The outside counsel network was one of the larger initiatives Fong undertook after he was brought
in to lead the law department in 2012. Under his direction, the company established the system last
year in part to build stronger relationships with the law firms they hire and to reduce costs. The
network, which has fewer than 40 firms, is intended to handle more than 75 percent of 3M's outside
counsel expenses, much of which the company is looking to pay through custom fee arrangements.

In 2012, 165 law firms did most of the work for the company. The winnowing began when 3M asked
137 firms to make their cases for inclusion in the network. It received 120 responses. The lawyers
then chose the candidates they felt value a strong relationship with the company, support custom
fee arrangements and are dedicated to diversity, among other factors. Though the savings are not
entirely attributable to the network, 3M's outside counsel costs dropped by more than 25 percent
from 2012 to 2013.

William Brewer III, a cofounder of Bickel & Brewer, says his firm is gaining an "intimate
understanding" of 3M through the network, allowing the boutique's lawyers to get a deeper
appreciation for how the company's cases are connected to its business. "That understanding is
critically important to what I do," he says. Joseph Otterstetter, 3M's managing counsel and
associate general counsel, says developing a higher- value relationship is exciting. "I can get out of
bed to do that," he says.

The company's efforts to save money aren't limited to outside counsel expenses. The legal
department has also realized significant savings through its "India Legal Process Team," which
handles disclosure agreements and patent office submissions, among other legal matters. Although
Fong won't disclose how much money the Bangalore-based group has saved 3M, he says the
program, which predates him, is successful enough that it expanded from seven to 13 lawyers last
year. "We think this is a long-term, global solution," he says.

In his roomy office 14 floors above the sprawling 3M campus, Fong is at ease. Though he is only in
his third year as 3M's top lawyer, he seems like an old hand in the company's legal department,
which has a 96 percent retention rate. The former U.S. Department of Homeland Security general
counsel and Cardinal Health Inc. chief legal officer says he hasn't had to do much to the
department he inherited. At 3M, Fong says, he is simply there to guide the lawyers to continued
success, which included no significant litigation losses last year. "Our goal is to build strength on
strength," he says.

As part of that effort, Fong is trying to improve information sharing among his lawyers, more than
half of whom are located outside the United States. The 111 international lawyers are based in
more than 30 countries, including Saudi Arabia, Russia and China. Last year 3M had a summit that
brought lawyers from its international offices to St. Paul for networking and training. Members of the
legal department around the globe also keep in touch through regular Web conferences. "Once you
know that so-and-so lawyer in Saudi Arabia is knowledgeable about this aspect of the law, if I have
a question about that kind of issue, I know who to contact," Fong says.

Despite the department's success, Fong sees plenty of room for improvement. For example, he'd
like to nurture the talent in his department. Last year he laid the foundation for this work by
consolidating his lawyers' assignments, moving away from a system in which they worked on a
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variety of legal matters. The change, he says, is intended to help the lawyers develop a greater
expertise in a subject matter and form stronger relationships with their clients.

With this groundwork, Fong this year has focused on what he calls "developing legal leaders." The
initiative is intended to help lawyers at all levels of their careers advance in their jobs at 3M. Fong is
looking for senior lawyers to go through leadership development and is working to ensure that new
lawyer training is held regularly. "They're really excited," says deputy general counsel Gregg
Larson, who is helping to set up the program.

Another area that could benefit from improvement is pro bono. Associate general counsel Maureen
Harms, who leads the legal department's efforts in this area, says 3M lawyers donated about 1,000
hours of their services in 2013 helping on matters that included debt counseling, divorce work and
senior law. It also included work on a Minnesota inventor assistance program, which 3M helped
create in 2012. As part of those efforts, 3M helped a Minnesota inventor secure a notice of
allowance from the U.S. Patent and Trademark Office for an environmentally friendly fuel mixture.

But the program still has a ways to go. Though it dates to the 1980s, it needs more support from
the company's lawyers, Harms says. The goal is to accrue 1,500 hours of pro bono work this year,
she says.

A larger challenge looms in the Far East. The company is trying to enhance its efforts to protect its
products from counterfeiters in China. In 2013, 3M more than doubled its anticounterfeiting
resources (but declined to elaborate on the exact size of its program). The expansion is intended to
help 3M better focus on the threat there, which accounted for 93 percent of the company's new
counterfeiting matters in 2013. In China alone last year, 3M seized $27 million in counterfeit goods,
including automotive window films and face masks.

"That's not to say there's not stuff elsewhere that we just haven't found yet," says Kevin Rhodes,
3M's chief intellectual property counsel. "But it is really the most important venue for our
anticounterfeiting efforts."

Although Fong and his lawyers face plenty of challenges, the GC seems comfortable with the pace
of progress. And he believes that a calm, methodical approach to problem solving is most effective.
To underscore that message, a picture of puffy white clouds floating over a grassy field hangs on
one wall of his office. "People come to lawyers' offices sometimes under stress," the general
counsel explains. "They have a problem. They want somebody to solve their problem. So, I wanted
some art that would have a calming influence."

The message, he says: "Do not worry. Everything is under control." •
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