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Order Granting Defendant’s Motion for Summary Judgment

Defendant Christus Health (“Christus”) has moved for summary judgment on the grounds that a parent corporation is incapable of tortiously interfering with the contract of a subsidiary corporation.  For the reasons stated in Defendant’s motion, the motion is granted.

Background Facts


Christus Spohn Health System (“Christus Spohn”) is a wholly owned subsidiary of Christus.  In 2005, Christus Spohn entered into a ground lease with plaintiff concerning a potential new health care facility.  Subsequently Christus Spohn terminated the agreement.  Plaintiff alleges that the termination was at the direction and urging of the parent, Christus.  Plaintiff and Christus Spohn are currently in arbitration concerning the termination of the lease.  Plaintiff has filed this action alleging that Christus tortiously interfered with the contract of its subsidiary.

Discussion


Christus has filed this motion for summary judgment alleging that, as a matter of law, a parent is incapable of interfering with the contract of its subsidiary.  The starting point for any discussion concerning intra-enterprise interference or conspiracy is Copperweld Corp. v. Independence Tube Co., 467 U.S. 752 (1984), involving section one of the Sherman Act.  15 U.S.C. § 1.  Section one of the Sherman Act proscribes every “contract, combination ... or conspiracy” in unreasonable restraint of trade.  Id.  By its terms, § 1 requires concerted and not unilateral conduct.  Albrecht v. Herald Co., 390 U.S. 145, 149 (1968).  The Court determined that a parent and subsidiary are incapable of constituting the two entities necessary:

A parent and its wholly owned subsidiary have a complete unity of interest. Their objectives are common, not disparate; their general corporate actions are guided or determined not by two separate corporate consciousnesses, but one. They are not unlike a multiple team of horses drawing a vehicle under the control of a single driver. With or without a formal “agreement,” the subsidiary acts for the benefit of the parent, its sole shareholder. If a parent and a wholly owned subsidiary do “agree” to a course of action, there is no sudden joining of economic resources that had previously served different interests, and there is no justification for § 1 scrutiny.

467 U.S. at 771.  While Copperweld unquestionably involves a statutory construction of  § 1 rather than the common law tort of interference, the rationale of Copperweld is instructive.


Several courts in Texas have considered the intra-enterprise question in cases involving interference.  In American Medical Intern. v. Guirintano, 821 S.W.2d 331 (Tex. App.—Houston [14th Dist.] 1991, no writ), the court held that “a party to a business relationship cannot tortiously interfere with himself.”  Id. at 335.  Relying upon Copperweld, the court held that the parent and subsidiary “are so closely aligned that it is impossible, as a matter of law, for one to tortiously interfere with the other.”  Id. at 336-37.  Plaintiff points out that American Medical was an interference with business relations case as opposed to an interference with contract case.  This is a distinction without a difference.  Indeed, American Medical observed that “interference with a business relationship is similar to the tort of contract interference.”  Id. at 335.  See also H.S.M. Acquisitions, Ins. v. West, 917 S.W.2d 872 (Tex. App.—Corpus Christi 1996, writ denied); Deauville Corp. v. Federated Department Stores, Inc., 756 S.W.2d 1183 (5th Cir. 1985).


Plaintiff relies on Valores Corporativos v. McLane Co., 945 S.W.2d 160 (Tex. App.—San Antonio, 1997, writ denied), which reached a contrary conclusion.  Valores relied principally upon Holloway v. Skinner, 898 S.W.2d 793 (Tex. 1995).  In Holloway, the Supreme Court held that a corporations’ president, director and largest shareholder was legally capable of tortiously interfering with the contracts of the corporation.  To meet this burden, however, the plaintiff must show “that the [individual] defendant acted in a fashion so contrary to the corporation’s best interests that his actions could only have been motivated by personal interests.”  898 S.W.2d at 796.  The Texas Supreme Court reasoned that the individual and the corporation are separate entities with different interests.  Moreover, corporate officers have a duty “to protect the interests of the corporation.”  Id. 


The Valores court concluded that the court’s reasoning in Holloway also applies to the parent-subsidiary context and declined to follow American Medical and H.S.M.  945 S.W.2d at 168.  “Instead, we hold that a parent corporation is legally capable of tortiously interfering with its wholly-owned subsidiary’s contractual relations.”  Id.


This court will follow the reasoning of American Medical and H.S.M and declines to follow Valores for two reasons.  First, American Medical is a decision of the Houston Fourteenth Court of Appeals and this court is obligated to follow a decision of that court rather than the San Antonio court.  Second, even if the American Medical decision was from a court of appeals other than Houston, its rationale is still correct.  This court does not believe that Holloway is controlling.  Holloway involved potential interference between a corporate officer and the corporation.  However, there is no question that a corporate officer owes a fiduciary duty to the corporation.  For this reason, Holloway concluded that an officer can tortiously interfere with his corporation if the officer is acting contrary to the corporation’s best interests.  That analogy does not extend to the parent-subsidiary context, however.  A parent owes no fiduciary duty to its subsidiary.  A parent can direct its subsidiary to take any action the parent wishes.  As a result, defendant’s motion for summary judgment is granted.


Plaintiff has sought a continuance to permit it to attempt to discover facts that Christus was acting to further its own interests rather than the interests of Christus Spohn.  That motion is denied.  As this Court has stated, it is irrelevant whether or not Christus was acting to further its own interests or the interests of the subsidiary.  No matter what, the parent cannot interfere with the contracts of its subsidiary and the information sought by plaintiff is therefore not relevant.

Conclusion


Defendant’s motion for summary judgment is Granted.  Plaintiff’s motion for continuance is Denied.  


Signed February 20, 2008.
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Hon. Randy Wilson
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