United States v. John Doe, Inc. I, 481 U. S. 102 (1987)

Courts should defer to a lower court’s decision to disclose grand jury materials when
the issuing court applied the correct legal standard, to uphold principles of comity
and judicial economy.

Summary

In United States v. John Doe, Inc. I, the Tax Court denied a motion to suppress
evidence obtained from grand jury materials disclosed to the IRS under a rule 6(e)
order. The IRS had sought the materials to support its civil fraud case against Arc
Electrical Construction Co. The Tax Court upheld the disclosure order issued by the
Southern District of New York, emphasizing judicial comity and efficiency. The court
declined to reexamine the order’s propriety, finding no compelling reason to do so,
as the issuing court had correctly applied the ‘particularized need’ standard
required for such disclosures.

Facts

Arc Electrical Construction Co. and its officers were investigated by the IRS and a
grand jury in the Southern District of New York for tax evasion. In 1985, Arc
pleaded guilty to conspiracy to commit tax evasion and was fined. The IRS then
sought access to the grand jury materials for its civil fraud case against Arc for the
tax years 1974 and 1977. Assistant U. S. Attorney Briccetti’s affidavit supported the
IRS’s motion, asserting that the materials were crucial and nearly impossible to
duplicate. The Southern District of New York granted the IRS access to the
materials under a rule 6(e) order. Arc later moved to suppress the testimony of
witnesses who had appeared before the grand jury, arguing the IRS failed to
demonstrate a ‘particularized need’ for the disclosure.

Procedural History

The IRS’s investigation of Arc began before November 1979. In August 1981, the
case was referred to the Justice Department, leading to a grand jury investigation. In
November 1985, Arc pleaded guilty to conspiracy to defraud the United States. The
IRS sought and obtained a rule 6(e) order from the Southern District of New York on
November 7, 1986, to access the grand jury materials. Arc challenged the order in
the Tax Court, moving to suppress evidence from the grand jury testimony used in
the IRS’s civil fraud case.

Issue(s)

1. Whether the Tax Court should reexamine the Southern District of New York's rule
6(e) order granting the IRS access to grand jury materials?

2. Whether the IRS demonstrated a ‘particularized need’ for the disclosure of the
grand jury materials?
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Holding

1. No, because principles of comity and judicial economy dictate deference to the
issuing court’s decision when it correctly applied the legal standard for disclosure.

2. The Tax Court did not address this issue directly, as it declined to reexamine the
rule 6(e) order based on its first holding.

Court’s Reasoning

The Tax Court’s decision hinged on the principles of comity and judicial economy,
citing Mast, Foos & Co. v. Stover Mfg. Co. It deferred to the Southern District of
New York's decision, which had applied the ‘particularized need’ standard set forth
in United States v. Sells Engineering, Inc. and United States v. Baggot. The court
found no reason to review the order, as the issuing court was the supervisory court
of the grand jury and had access to all relevant information. The court also
dismissed Arc’s claim that the IRS’s affidavit was misleading, noting that the
criminal information clearly implicated Arc in the conspiracy. The Tax Court
emphasized that Arc had other remedies available to challenge the order, such as
requesting its vacation by the issuing court, but chose not to pursue them.

Practical Implications

This decision underscores the importance of judicial comity in the context of grand
jury material disclosure. Practitioners should be aware that challenging a validly
issued rule 6(e) order may be difficult, especially when the issuing court correctly
applied the legal standard. The ruling suggests that parties should promptly
challenge such orders rather than strategically waiting until trial, as the Tax Court
may not be inclined to reexamine them. For the IRS, this case affirms the ability to
use grand jury materials in civil tax fraud cases when a ‘particularized need’ is
demonstrated, reinforcing the government’s ability to pursue tax enforcement
effectively. Subsequent cases like Douglas Oil Co. v. Petrol Stops Northwest have
further clarified the role of the supervisory court in such disclosures.
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