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GLOSSARY

..................................... Barr Pharmaceuticals, In@ncluding its wholly
owned subsidiary, Duramed Pharmaceuticals, Inc.)

- Vil -



INTRODUCTION

The Supreme Court recently held that “revgragment” settlements of

pharmaceutical patent litigation are subject tatiarst scrutiny and that the central
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manufacturer, and it claims the two agreements were indepeiiterfirst was a
settlement of patent litigation between the two companies, in which the generic
manuacturer agreed to delay competitive generic entry for a period of yidwes.
second was a “epromotion agreement,” in which Boerhinger agreed to pay the
generic manufacturer to promote Boerhinger’s own branded drbgsTC's
investigation focuses on whether these two agreements are indeed independent.
Are the very large sums Boerhinger agreed to pay the generic manufacturer only
for these promotional service€&? are they sid@ayments for an anticompetitive
agreement to delay generic entry and shareatisuing monopoly profits?
Boerhinger’s internal financial and business analysis of theseideaisctly
relevant to answering these questions.

The district courbrder challenged here frustrates that investigation. The
courtmade a sweeping, categ@iiculing that Boehringer could withhold as
opinion work produchundreds oflocuments containing such financial or business
analyses, including eveanalysis othe cepromotion agreement. It reasoned that
“the copromotion agreement was an integral part of the litigation,” Dkt. 69 at 10
[JA- ], even thougBoehringer has repeatedhsisted that the co-promotion
agreementvasa freestanding business transaction, distinct from the settlement.
Moreover, the district court based its decision to a significant extent oextwo

parte affidavits from Boehringer’s counsel, even though sworn testimony of

2



USCA Case #12-5393  Document #1444255 Filed: 06/28/2013  Page 13 of 69

BB



ISSUES PRESENTED FOR REVIEW

Whether the district court committed legal error when it trealidalisiness
andfinancial analyses requestbd in-house counsel as opinion work
product.

Whether the district court committed legal error when it failed to examine
whethe any of the documents, including documesmsalyzing a
“freestanding,” “fair armdength business arrangeméntiould have been
preparedn essentially similar form irrespective of litigatiand thus were
not work product

Whether thd=TC has shown substantial need for Boehringer’s factual work
product and whether the district court erroneously applied a heightened
standard of need.

Whether the district court abused its discretion when it acceptpdrtein
cameraaffidavits, to which the FTC hasdill been denied access, without
determiningthatthey werée‘absolutely necessdryo assess Boehringer’'s
work produt claimsandthatthe need for secre¢yputweighed other crucial
interests.

STATEMENT OF THE CASE
A. Nature of the Case, Course of Proceedingand Disposition Below

On February 5, 2009, the FTC issued a subpdanes tecum
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Pharmaceuticals, Inc. (“Bari"and their affiliates engaged in unfair methods of
competition in or affecting commerce, in violation of Section 5 of the FTC Act, 15
U.S.C. § 45, with respect to the sale of two Boehringer drug products, Aggrenox
and Mirapex. Specifically, the FTC is investigating whether Boehrimglawfully
paid Barmot to launch competingeneric versions of Aggrenox and Mirapex as
partof a patent litigation settlemereeActavis No. 12416,slip op. at 1920.
After Boehringer failed to comply with several of the subpoena’s terms, the FTC
filed a petition for eforcement in the U.S. District Court for the District of
Columbia on October 23, 2009. Dkt[JA- |

In proceedings before the district court, the FTC challengést, alia,
Boehringer’s refusal to produce hundreds of financial analyses andswitier
documents based on claims of attoreégnt privilege andthework-product
doctrine On September 27, 2012, the district court issued an order addressing
these claims. lheldthat allof the withheldfinancial analyses prepared in
connection witlthe settlement of the Aggrenox and Mirapex patent litigation—
including all analyses related tiwe business agreement that Boehringer entered
into with Barr at the time of settlementenstituted opinionvork productsubject
to the “virtually undiscoverabl standard, rather than the substantial-need standard
generally applied to workroduct claimslt did so on the grounds that the analyses

(1) had been prepared at the request of Boehringer’'s general counsel,

-5
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(notwithstanding sworn testimony that at lesmthewere created by neattorneys
without input from legal personnel); and (2) were intended to “aid in the settlement
process” even though some of the documents were prepared well before settlement
negotiations began, or up to eighonths after the settlement was execut&te
court resolved the remaining claims raised in the subpoena enforcement action in a
companiordecision issued October 16, 2012.

This appeal followed.

B. Statement of Facts

Commission staff sought accesstie iocumentwithheld byBoehringernin
order to furthethe FTC'’s investigation of HateWaxman patent settlements
involving “reversepayment” agreements. Typically, when a patentee sues an
alleged infringer, a settlement may involve the alleged infringer’'s paying the
patenee In a reverse-payment settlement, the alleged infringer agrees not to enter
the market for a period of timand “the settlement requires the patentee to pay the
alleged infringer, rather than the other way around.” Acté&as 12416, slip op.
at 1. Ths form of settlement “tend[s] to have significant adverse effects on

competition,”id. at 21, because dganamount to a sharing of monopoly profits in

! Boehringer stated that “the patent litigation settlements with Barr [] were
negotiated and executed between March and August 2008.” Dkt. 37 at 36. Almost
200 withheld documents pdate March 2008, amaver 30 documents are dated up

to eight months after August 2008. Dkt. 32, Ex. B Decl. Exsl@.1-

-6-






Whena company seeks FDA approval to market a generic version of a romamel-

drugbefore expiratin of apatent covering thatrug, t
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-10-
10



Underthe settlement agreements, Barr agreed not to market generic Mirapex

until January 2010 and generic Aggrenox until July 2015. Dkt. 1-1J#-4

-11-



at 45[JA-___ ] Eight months lateBoehringer still had not certified compliance
with the subpoena. |@t9 [JA- ] Accordingly, on October 23, 2009, the FTC
filed a petition in the United States District Court for the District of Colurfdoia
an order enforcing the subpoena. DkEJA- ] The petition alleged that
Boehringer had failed to completely produesponsive documerdad used
iInadequate search procedulesat 89 [JA- ]

After the FTC filed its petition for enforcement of the subpo#maparties

-12-
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which Boehringer maintains was an “arfaggth business arrangement” separate

from the patentitigation settlementSeeDkt. 32, Ex. BDecl. Ex. 18 at TJA- |

-15
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____ ] Some or all of these analyses appear to have been conducted i order t
evaluate the financigfather than legaimplications ofthe Aggrenox co-
promotion agreement, which, agaBgehringer insists was a separate economic
transactionDkt. 32, Ex. B Decl. Ex. 18 at 7 [3JA ]

4, District court proceedings

Ultimately, the patiesfailed to reach agreement as to the privilege claims or
other issues in disput8eeDkt. 32, Ex. B Decl. Ex. §A-___ | Id. Decl.Ex. 10
[JA- ] Boehringenonethelessertifiedits compliance with the subpoena on
April 19, 2010.SeeDkt. 15 at 2JA- | Dkt. 32, Ex. B Decl. Ex. PJA-__ ]
The patrties briefed the two disputed issume®010. After district coursupervised
mediationfailed to result in settlement, tlakstrict court held a status hearing on
December 9, 2011. Dkt. 39A- ] As part of the proceeding, the parties
mutually agreed on 87 sample documents to submit to the district count for
camerareview.SeeDkt. 69 at 34 [JA-__ ]

More than a yeaafterthe parties had briefed the disputed wprkéduct
iIssues androthe eve of the hearinBpehringer submittedx parteaffidavits from
Marla Persky, Boehringer’s general counsel, and Pamela Taylor, who is outside
counsekepresenng Boehringer in the FTC investigati@amd who had no
contemporaneousvolvement in the settlemends copromotion agreemengee

Dkt. 69 at 1011 [JA-___ ] Apparently relying on these affidavits, Boehringer

-16-
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only documents that could demonstrate whether or not [Boehringer] was using the
co-promotion agreement to pay Barr not to compete.atd.3 [JA ] Butin the
court’s view, thadlocumentslid not provide additional useful information beyond
what the Commission already knew about the settlemeratt 1213 [JA- ]

(“No one is pretending that the FTC is not fully aware of the deal that was made or
the economic benefits the deal makerseateying to achieve.”)The court

declarel “there are no smoking guns contained in these documeats:irther it
believed that “the arithmetical calculations of various potential scenarios ... are not
in any way evidence of any conspiratorial intentitdate the law” and “do not

cast any light on the fundamental legal issue of whether the deal was or was not
antrcompetitive in intendment or resultd. The district court announced this
conclusion without addressing issues such as how the Commiggionamalyze

or use the financial and quantitative data in the documents as part of its
investigation, what lgal and economic theories the Commission and its staff might
consider, or what other documents and data the Commissidi lmeigble to

considerm conjunction with these calculatiohs.

19



SUMMARY OF ARGUMENT

The district court appliedn indiscriminate, categorical approdoltthe work
product doctringhat contradicts thi€ourt’'s precedent and established work-
product principles. First, the districburt erroneously concluded that every
financialand generic entrgnalysis preparelly nonlawyersat the request of
Boehringer’s general counsel necessarily conveyed the mental impressions of
counsel and was thus subject to the heightened “opinion” mardtuct standard
rather than theormal standard fdffactual” work product.That holding
contradicts settled precedent: documents prepared blanyers in response to a
general request from a lawyer are apinion work product simply because they
might indirectly shed some weak light on the lawyer’s thought processes. Because
it erroneously concluded otherwise, the district court categorically suppressed all
of the relevant documents in their entirety antééato require Boehringer to
evaluate whether particular documents or portions of documents cortaiged

“factual” work producthat[ej9a4(r)12(5 0 -2.299 TD [6506 Te)12(sse)128(slyw 1.76[Sr7

-20-



irrespective of the litigatiorSuch documents were not created “because of”
litigation, and are therefore not work prodacttll. This error was particularly
significant with regard to the withheld analyses of the Aggrengxraoiotian, a
purportedly freestanding, “armiength” business dedRecord evidence, including
testimony from Boehringer personnel, as well as common sense, indnzdtes
Boehringer would have conducted ordinapursefinancial analyses before
entering the cgpromotion agreementa-$120 million dealYet Boehringer has
withheldevery contemporaneous financial analysis of the agreement as work
product.

Third, the FTC has shown substantial need for Boehringer’s factual work
product. To the extent that the distcourtrequired a higher showing than
substantial need, it misperceived the applicable legal standard and abused its
discretion by substituting the court’'s assessment of the investigation’s merits for

the FTC’s own. The FTC amply demonstrated beloat Boe

-21-
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litigation. Boehringer made no attempt to show that the ex diitkavits were
“absolutely necessary” to decidadispute over workroduct protection, and the
district court erroneousifailed to require such a showing. Moreovexcad
evidencecasts doubt on the reliability of these affidavits. In these circumstances, it
was an abuse of discretion for the district court to rely on Boehringeparte
representations.

STANDARD OF REVIEW

In subpoena enforcement cashis Court undertakesde novo review of
whetheradistrict court applied the correlgigalstandardSeeU.S. Int'l Trade
Comm’n v. ASAT, Inc411 F.3d 245, 253 (D.C. Cir. 2005); FTC v. Texdweo.,

555 F.2d862,876n.29(D.C. Cir. 1977) én bang. Where the district court
misperceives the applicable legal standard, no deference iSekié re Subpoena
Served upon the Comptroller of the Currer@§7 F.2d 630, 633 (D.C. Cir. 1992).
In other respest a district court’s decision is reviewed “for araiiness or abuse
of discretion.” FTC v. GlaxoSmithKlin294 F.3d 141, 146 (D.C. Cir. 2002)

(quotingln re Sealed Casd 46 F.3d 881, 883 (D.C. Cir. 1998))

-22-



ARGUMENT

l. THE DISTRICT COURT APPLIED AN INCORRECT LEGAL
STANDARD IN RULING O N BOEHRINGER'S WORK-PRODUCT
CLAIMS

A.  The District Court Erroneously Deemed All Withheld Financial
and Generic Entry Analyses as Opinion Work Product Because
They Were Requested by Counsel

The district court made a blankdtermination that virtually all of the
categories of documents challenged by the FTC were opinion work product,
including Excel spreadsheets and other documents calculating the financial impact
of generic entry, documents analyzing the financial impact of proposed settlement
terms, and documents analyzing the profitability of the Aggrengxramotion
agreementRather than evaluating which of the withheld documents actually
contained mental impressions of counsel, the court categorcaitjudel that
any analysis requested by counsel “necessarily” conveyed the mental impressions
of counselDkt. 69 at 11[JA- |

[A] disclosure of any aspect of the financial analyses would

necessarilyeveal the attorneys’ thought processes regarding the

BIPI-Barr setiement. The reports in question were prepared at the

behest of BlPattorneys, who requested that certain data be entered
and manipulated to determine whether various settlement options

-23
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Id. at 12(emphasis addedBut such a request is not a sufficient legal basis for
presuminghat these analysesveal opinion work product, particularly whees
here,counsel did not ch@® the inputs or assumptions that Boehringer business
people used ithe analysesSeePart LA.2, infra. In effect, the district court
appliedarule that extends workgroduct protection “to every written document
generated by an attorney.” Senate of the Com. of Puerto Rico on Behalf of the
Judiciary Commv. U.S. Dept. of Justi¢c823 F.2d 574, 586 (. Cir. 1987)
(internal quotation and cite omitted). Theds reversible error.

1. An attorney’s request for a document does not necessarily
make it opinion work product

The workproduct doctrine protects an attorney’s legal analyses and
preparations from intision by opposing parties and their counsel. Hickman v.
Taylor, 329 U.S. 495, 5101 (1947). US.v. Deloitte LLP, 610 F.3d 12930
(D.C. Cir. 2010) (noting that worgroduct doctrine protects documents created
“because of” litigation). A party may stilliscover work product, however, based
on a showing of substantial need for the materials and undue hardship in acquiring

the information in any other way. Fed. R. Civ. P. 26(bj@)r., Office of Thrift

® While the FTC Act, 15 U.S.C. &5, 49, and case law, see, e.g., U.S. v. Morton
Salt Co, 338 U.S. 632 (1950); Texacsh5 F.2d 862, govern enforcement of
Commission subpoenas, the Commission recognizes prodkict claims, 16
C.F.R. 882.7(a)(4), 2.11, and applies federal common law concerning work
product, as codified in Fed. R. Civ. P. 26(b)(3).

24



Supervision v. Vinson & Elkins, LI.R24 F.3d 13041308 (D.C. Cir. 1997)he

general rule for discoverability does not apply to the narrower set of work product
documents that disclose an attorney’s “mental impressions, conclusions, opinions,
or legal theories.” Fed. R. Civ. P. 26(b)(3)(B)Si. Nobles422 U.S. 225, 238
(1975). This “opinion” work product is “virtually undiscoverable.” Dir., Office of

Thrift Supervision124 F.3d at 1307

-25
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“Where the context suggests that the lawyer had not sharply focused or
weeded the materialghey are deemed fact work prodaetd may be obtained on
a showing of substantial need and undue buuteler Fed. R. Civ. P.
26(b)(3)(A)(i1).” In re Sealed Casd.24 F.3230,236(D.C. Cir. 1997)Although
this Court has not directly articulated the “degree of selection necessary to
transform facts into opinions,” Dir., Office of Thrift Supervision, 124 F.33@8,
work-product cases in this and other circuits illustrate ttiadittorneymust be
morethan a catlyst for thedocument’s creation.

In the context of attorney notagemorializing witness interviews, for
examplecourts in this circuit have rejected the view that all such attorney notes
necessarily convey the mental impressions of counsel. Thg Rasdistinguished
between “interviews conducted as part of a litigation-related investigation,” in
which the facts elicited “necessarily reflected a focus chosen by the lawyer,” and
preliminary interviewvg initiated by a notawyer that covea wide range fotopics
which may not contain opinion work produbst.re Sealed Casel24 F.3d at 236.
Lawyer notes memorializing the second category of witness intesaimnot
necessarilppinion work product, even though the notes invariably involve some
degree of editing and selection by theyar. See US. v. Clemens793 F. Supp. 2d
236,252-53(D.D.C. 2011) (discussing the degree of editing involved in Sealed

Case as described in dge Tatel's dissent from the denial of en bhraring, 129

-26-
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F.3d 637, 638)Seealso Smith v. Life Investors Ins. Co. of Amélg,. 2:07%cv-681,
2009 WL 204519yat *3 (W.D. Pa. July 9, 2009Rn actuarial calculation created

at the request of a lawyer wagt most, ‘fact work product™ because “documents
reflect only the financial calculations of [the actuary]’ and “no impressions,
opinions or thoughts of an attorney are revealelig district court erred in
holding that an attorney’s request necessamdgsforms a document into “virtually

undiscoverable” opinion work product.

2. The record indicates that few of the withheld documents
actually contain the mental impressions of counsel

Despite the district court’s blanket holding that any financial analysis
requested by Boeheringegstorneys is opinion work product, the record illustrates
thatmany of the withheld document® not reflecthe mental impressions of an
attorney Boehringer witnesses testified that financial analyses lacked any
substantive contribution from in-house counsald Persky herself testified that
she provided minimal, if any, substantive input. Dkt. 32, Ex. B Dec. Ex. 19 at 117:
2-7 [JA-___]; Dkt. 37, Ex. 4 at 118:33 [JA-___].Sheexplained that she asked a
senior business executiM@aul Fonteyne, to provide financial analysed would
inform the terms that would be acceptable for Boehringer for the Mirapex
settlement, the Aggrenox settlement, #mel Aggrenox cgoromotion agreement.

Dkt. 32, Ex. B Decl. Ex. 19 dt13:1422[JA- ] According to Persky, Fonteyne

was the keydecisionmakef regarding the terms of the Aggrenox @amotion
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agreement, and was responsible for evaluating whether the agreement with Barr
made sense from“dinancial[and business pergetive.”Id. at61:1-23, 68:1924
[JA- ] Fonteyne likewise testified his role was to provide “commercial input,”
which consisted of “mostly financial analyses.” Dkt. 32, Ex. B Decl. Ex. 20 at
48:7-16 [JA-___ ] With assistance from other ndswyers, he conducted many of
the withheld financial analyses.

Both Fonteyne and Perskgstified that the assumptions used to construct
these analyses were generated from non-legal solimesxample, Persky
testified that she had not supplied any legal assumpdionist Boehringer’s odds
of success in the patent litigation. Dkt. 32, Ex. B Decl. Ex. 193a127 [JA-___ |
In fact, she testified that the information flowed in the opposite direction: “I did not
provide them with figures. | asked them to provide me with figures.” Dkt. 37, Ex. 4
at118:37[JA-___ ] And those figures concerned business, not legal matters.
Fonteyneexplairedthat he—not any legal soureewas responsible for the
“business constructs” of thg@eementwhich he considered to include: date of
genericentry, royalties, Aggrenox supply (to Barr in 2015), and the Aggrenox co-
promotion agreement. Dkt. 32, Ex. B Decl. Ex 20 at 621UA- ] Critically,
Fonteyne testified that the market information supporting the assumptions built
into these financial forecasts were supplied by the marketing team. Dkt. 32, Ex. B

Decl. Ex. 20 al09:1016[JA- ] The marketing team, not the legal department,
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supplied information on the timing of competitor launchesgeteric entry,
including entry based on litigation. 1dt109:17110:13[JA-___ ]
The district court’s factual characterization of the withheld documents is
entirely consistent with this evidence:
From my review, there are no smoking guns contained sethe
documents; rather, they are the sort of finanaralyses one would
expect a company exercising due diligence to prepare when
contemplating settlement options. They yield nothing more than the

arithmetical calculation®f various potential scenarios and are not in
any way evidence of any conspiratorial intent to violate the law.

Dkt. 69 at 1213 (emphaseadded) [JA ] The withheld documents—a series of
spreadsheets, financial analyses, and forecasts—would thus appear to be “nothing
but straightforvard calculations from raw data, making it difficult to imagine what
‘mental impressions’ were involveédn re Six Grand Jury Witnesses, 979 F.2d
939, 915 (2d Cir. 1992).

Moreover, someavithhdd documents appear to have been requdsted
Persky only indirectly, if at all. For example, document 3058, described in the

privilege log as a PowerPoiptesentation

-29



[JA-__ ] was attached to a cover email sent by Persky (document 3UBZ).
cover email, sent tbr. Alessandro Banchi, @onlawyermember of Boehringer’s

Board of Directorstespondedo his“request for information on thdfect a co



In sum, the district court’s holding that an attorney’s reg4@st matter
how attenuated-necessarilyransforms a document into oponi work product
would extend protection “to every written document generated by an attorney,”

and even beyond.
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analysis that [Boehringer] already provided” for agreements other than those
entered into at the time of the patent settlements. Dkt. 59 at 35{01%-___ ]*°
And the district court itself founthatthedocuments are “financial analyses” and
“arithmetical calculations.Dkt. 69 at 13 [JA___ ] Indeed, the district court
ordered production with redaction for the transmittal emails and other
correspondence that accompanied the financial analyses, butaabkpfailed to
require the same level of scrutiny for the analyses themselves. Dkt. 69 at 17 [JA
1

Given this record, even protected documents “likely ... include[] other
information that is not work product.” Deloitte LLP, 610 F.3d at 139. Thedistri
court’'sfailure to require individual review and redaction reinforcesctinclusion
that the court committed legal error by assuntivad any document resulting from
counsek requeshecessarilynerited protection as opinion work product.
Accordingly, this Courtshould remand the case to the district court “for the
purpose of independently assessing whether the document[s were] entirely work
[opinion] product, or whether a partial or redacted version of the document|[s]

could have been disclosédd.; see alsa/Nashington Bancorporation Said, 145
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Boehringeliis taking inherently inconsistent positioms the subject of those
co-promotiondocuments, and that inconsistency renders Boehringeris w
product claims not only untenable, but also inequitable. Windd=T C continues
to investigate whether the gzemotion agreement waa anticompetitivevehicle
to pay Barr for delayed entrgoehringer has repeatedly asserted that it was not,
and thait instead represented an economically separate business transaction. See
Dkt. 37Ex. 4, at 113:3 [JA-____](Aggrenox copromotion agreement noa*
vehicle to pay Barr not to compete on gerigribkt.32, Ex. B DeclEx. 18 at 7
[JA-__ ](stating that the epromotion“stands by itself” and is a “fairenslength
business arrangement”). These assertions undermine any plausiblproduks
claim that documents related solely to thepcomotion agreement were created
“because of” the litigation settleme®oerhinger cannot have it both ways:
because it maintains that these two deals are economically separate, it must face up

to the logical implication of that position in this wapkeduct disputé!

11§, on the other hand, Boehringegs parteaffidavits represented to the district
court—contrary o its court filings and sworn testimossthat the cgaromotion
waspart of the consideration for the settlement, then it has advanced conflicting
positions in order to gain an unfair litigation advantage, and this Court should take
the appropriate remediattion.See Recycling Solutions, Inc. v. District of

Columbig 175 F.R.D. 407, 408 (D.D.C. 1997) (“As the adage states, privilege
cannot be used both as a sword and as a shjeddé)alsdn re Echostar

Commcns. Corp448 F.3d 1294, 1302 (Fed. Cir. 2006) (district court should
“palance the policies to prevent sword-asideld litigation tactics with the policy

to protect work product”Moreover, the FTC’s inability to examine this
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In particular, f there is any truth to Boehringer’s repeated assertion that this
was a freestanding, arAength business transaction, a sophisticated company like
Boehringer would have performed analyses to determine the financial value of the
co-promotion agreement, which required payment from Boehringer in excess of
$100 million* Indeed, we know that Boehringer performed such analyses, but it
has withheld every contemporaneous analysis of thg@motion agreement as
work product'® The premiseof the district court’s holding is that Boehringer
conducteceach and every ordd these financial analyses only becatlseco-
promotionagreemenivasbeing considered simultaneously with the patent
litigation settlementBut that premise crashes headlong thi® position
Boehringerthas takenn this case Any conclusion thathese analyses would not

have been created in essentially similar famrthe absence of litigation

possibility provides further reason to question the district court’stigatireliance
onex parteaffidavits.SeePart |V, infra.

2 The terms of the cpromotion agreement reveal that it was a significant
financial transaction. Under the agreement, Boehringer agreed to pay Ba+r a one
time fee plus annual, increasinmgyalties on total U.S. Aggrenox sales éoperiod

of years.Dkt. 37,Ex. 19 at 14t5[JA- ] In 2008, Aggrenox had total U.S. sales
of about $366 million. Dkt. 32, Ex. B at 3 [JA__] At this level of saleshe FTC
estimates thahte deal would ulthately cost Boehringaver $120 million in

royalties.

3 The district court noted that “BIP!I insists any freestandinglitigration-based
financial analyses were already disclosed to the FTC,” Dkt. 69 at 11 [JAbut
although it has produced some ioaty-course financial forecastspBhringemas
not produced any such financial analyses for thpromaotion agreement.

-36-



necessarily presuppostst the co-promotion was a vehicle to pay Barr for the
delayed entry codified in the settlement. Ag&doehringer cannot logically
maintain that the deal was economically freestanding while attribaiiof the
analyses of the deal to the settlement.

In any event, whatevéhe relationshifpetween th@atentlitigation
settlementind the co-promotion agreement, the district court should have
consideredvhether any of the analyses would have been created in essentially
similar form irrespective of the litigatiodny such documents are not work
product.

Testimony from Boehringer personnel confirms thatrthealyses were a
standardoart of theevaluationof a transactiorof this sort.Persky testified that
“[w]e negotiated with Barr the epromote agreement ... as a freestanding
agreement.Dkt. 33,Ex. 2 at 112:1223[JA- ] Shetestifiedthat the decision to
enter the agreement waduasiness oned. at 67:1622, 68:616 [JA- ], ard said
that whether the cpromotionagreement made sense from a “financial business
perspective” was a “business” decisiah,at 68:1924[JA- ] Not surprisingly,
thebusiness people who conducted the analyses testified that their role was to

perform routine financial projections of the transaction.
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copromotion,” which entailed evaluating “the financial impact to [Boehringer]’s
P&L, profit and loss statemehtDkt. 32, Ex. B DeclEx. 3 at 21:622:16[JA-
___| The P&L analyses amounted to “simply doing the math for, if thisgds
this is what it means to our P&L, a lot of adding and subtractingdt|a6:59
[JA- ] The analyses described by Cochrane are precisely the kind of financial
forecass one would expect Boehringty conduct before entering a $120 million
busines transaction. Indeed, Cochrane testified that when Boehringer has entered
co-promotion agreements with other companies, it has conducted similar financial
analysesDkt. 33, Ex. 3at 72:2123[JA-___ "

Paul Fonteyne, Boehringeibusiness executiyés listed as the author of

many of the [Ji@6w (-)Tj -0.004 Tc 0.004 Tw 3.573 0 Td (23)TjO Tc 0 Tw 1 0 Td ()Tj O
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he received from CochranBkt. 37, Ex. 6 at 49:123, 62:1014. Thetestimony
thusshowsthat Fonteyne examined the profit and loss forecasts produced by
Cochrane in order to determine whether th@amnotion made commercial sense
for Boehringer. These documents were standard financial projections that likely
would have been created in essentially similar form irrespective of the litigation.
Analyses of the cpromotion are the most obvious documents that would
likely have been prepared irrespective of litigation. However, the district court’s
error is not limited to these documents. Manyhaf other withheld documents are
standard financial analyses that may have been created even in the absence of
litigation. The district court acknowledged that “similar reports are prepared for
BIPI executives as a matter of regular business.” Dkat@d [JA- ]
Additionally, many of the withheld documents were created before settlement
negotiations began or after the negotiations concluded, strongly suggesting that

their creation was not due to the settlement negotiatioFise district court should

1> See supra note (over 200 of the over 600 documents at issue in this case fall
into this category). The district court’s opinion contains no analysis articulating
why these preand postsettlement documengse entitled to work product
protection. Its finding that “[ijnformation used to assess settlement option [sic]
clearly falls within the ambit of the work product doctrine,” Dkt.e&@9 1[JA-
____]—the sole basis for the court’s work product rulingisdy does not apply to
roughly onethird of the documents at issue in this case.
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have ordered Boehringer to produce any documents that would have been created
in essentially similar form irrespective of the litigation.

United States v. Adiman, 134 F.3d 1194, on which Boehringer relied
extensively in the proceedings below, does not suippe applicability of work
productto the challenged documengsdimanheld that “[w]here a document is
created because of the prospect of litigation, analyzing the likely outcome of that
litigation, it does not lose protection under this formulationatydoecause it is
created in order to assist with a business decisionat [t202. Aghe Adlman
holding makes clear, a wopgk-oduct document must first have been “created
because of the prospect of litigatian"order to qualify for protectiond. Further,
AdIimaris holding refers to “documents analyzing anticipdigdation, but
prepared to assist in a business decision rather than to assist in the conduct of
litigation.” Id. at 120202 (emphasis added). Thus, if a company contemplating a
business da asks its counsel to evaluate litigation that might arise from the deal,
that analysis may herotected as work produshderAdiman.id. at 1199'° But if
a business deal is simply part of the consideration offered in settletoenments

created tassess the commercial value of the deal are “financial analyses one

1% Similar examples include an analysis byhisuse counsel of a potential merger
partner’s prospects in its existing litigation or a prediction of litigation outcomes
preparedd aid in a financial forecast. Adimal84 F.3d at 1199200.
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would expect a comparexercising due diligence to prepare” (Dkt. 69 at1B2-
[JA- ], and do not become work product simply because an attorney was
involved or due to the temporal comtien to the settlement. Again, that
conclusion follows with particular force if, as Boehringer insists, the business deal
Is economically independent of the settlement.

The record evidence supports the comraense conclusion that manfy o
the withheld doaments, particularly the analyses of thepcomotion agreement,
would have been created in essentially similar form irrespective of the litigation.
The district court failed to consider this possibility, and Boehriagatinues to
insistthat all such douments were prepared “because of” the Barr settlement. This
Court should order Boehringer to prodiae documents that would have been
createdn essentially similar fornm the absence of litigatiomespecially those
documents related solely to the cammotion agreemenalternately, this Court
should remand to the district court for an individualized assessment of the
documents.
lll.  THE FTC DEMONSTRATED A SUBSTANTIAL NEED FOR FACT

WORK PRODUCT AND AN UNDUE BURDEN IN OTHE RWISE
OBTAINING IT

As seen in the foregoing sections, Boehringer has not showalltb&the
financial analyses and other documents at issue in this appeal reflect opinions of

counsel; those materials constitatat most—factwork product. Under
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established work product standards, “[a] party can discover fact work product upon
showing a substantial need for the materials and an undue hardship in acquiring the
information any other way.” Dir., Office of Thrift Supervision, 124 F.3d at 1307;

Fed. R. Civ. P. 26(b3)(A)(ii). In the proceedings below, the FTC demonstrated
substantial need for any factual work product in the withheld documents and undue
hardship in acquiring the underlying financial projections elsewhere. While the
district court did not disagree,held that the FTC had not shown an “overriding

and compelling need” to discover the withheld documents, which it thought
necessary on the basis of its erroneous conclusion that all of them were opinion
work product. Dkt. 69 at 223[JA-__ ]

The court bldw erred to the extent that it applied this “overriding and
compelling” standard to ordinary factual work product, and compounded its
erro—andusurpedhe Commission’s investigatory functiorsy-purporting to
determine what kinds of evidence aeeded to advance the investigation. The
district court’s discussion of substantial need reflects a fundamental misperception
of the context in which this case arose and the legal standards for enforcing agency
investigative subpoenas. Thus, this Court &theasurethat the district court on
any remand properly applies the correct “substantial need” stanuhalet, which
the Commissiomas a patent need fand thus is entitled to obtaiine materials

withheldhere.
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A. To the Extent That the District Court Applied a Heightened
Standard for the Discovery of Ordinary Fact Work Product, This
Was Legal Error

As discussed below, the district court apparently recognized that the FTC
had demonstrated substantial need for withheld factual work product. It went on,
however, to opine that the Commission had no “overriding and compelling need”
for the withheld documents because they contained “no smoking guns,” Dkt. 69 at
12 [JA-___ ], were “not in any way evidence of any conspiratorial intent to violate
the law,”id. at13 [JA-___ ], “add[] nothing to what is already known about what
the involved companies intended in settling their sidt,JJA- ], and did “not
cast any light on the fundamental legal issue of whether the deal was or was not
antrcompetitive in intendment or resultd. [JA-___]. Despite being “sympathetic
to the FTC’s argument that these financial analyses are the only documents that
could demonstrate whether or not BIPI was using the co-promotion agreement to
pay Barr not to compete,” the districiwrt concluded that the documents “cast no
light of [sic] whether that intendment existed.” [dA-___].

In so doing, the court below compounded its basic error of categorically
deeming all of these financial analysedeopinion work producby also failing
to take proper account of the context in which the Commission seeks this
information.The present proceeding is for the enforcement of an investigatory

subpoena, for which the Commission has broad authority under Section 9 of the
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FTC Act, 15 U.S.C. 89.






B. The Information in the Withheld Documents is Highly Relevant to
the FTC’s Investigation and Available Only from Boehringer

Under a proper legal standard, there is no question that the Commission has
established a substantial need for any of the materials in question that constitute
fact work product. The district court itself indicated that the FTC had shown a
substantial need for fact work product that can be segregated from opinion work
product. Although the court’s treatment of the generic entry and finaraakes
was dominated by its erroneous categorical conclusion that fact work product
could not be excised from opinion work product (Dkt. 69 at 13 [JA)]), it
elsewhere recognized the existence of genuine need. Addressing work product
contained in transmitt@mails, for example, the district court concluded that the
FTC is entitled tdact work product “that can be reasonably excised from any
indication of opinion work product.” Dkt. 69 at 1see alsad. at 17[JA- _ ];see
alsoDkt. 71 at 6 [JA ] (holdng that if a document found through search of
Boehringer’s backip tapes “contains some factual work product and some opinion
work product, and the opinion work product can be excised from the rest of the

document, BIPI should redact the privileged materi



branded drugs with its potential rival, Barr, in exchange for Barr's agreement to
delay entry with lowepriced generic products. Among other things, the
Commission seek® assess whether Boehringer is using the Aggrenox co-
promotion deal, entered contemporaneously with the patent settlement, as a way to
pay Barr not to enter, and to understand any potential justifications for such a
payment.

Notably, in its recenfctavisdecision, the Supreme Court considered an
FTC complaint containing allegations that rely on the same kinds of
contemporaneous internal financial analyses of settlement options and business
deals that are at issue in this appeal. As the Supreme Courtthetsédttling
parties claimed the payments to the generic drug firms were “compensation for
other services the generics promised to perform,” while the FTC complaint alleges
that the payments were compensation for the generics’ agreement not to compete
until 2015. Actavis No. 12416, slip op. at 6. The FTC complaint in that case

prominentlyfeaturesan internal financial analysis by the branded drug
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5759 & Exhibit A.* That is precisely the kind of document the Commission
seeks here.

The Actavisexhibit contains various mathematical calculations showing that,
if Solvay paid its potential competitors, the parties would have more profit to
divide the longer they delayed competition.Hat. A at 3, 1012; Joint Appendix
at 105, 11214. Solvay thus calcuiad in concrete dollar amounts how paying its
potential generic competitors to agree to a later entry date increased the total pool
of profits available to all the manufacturefée financial analysis also contains
Solvay’s calculation that possible side business arrangements with the generic

challengers would result in net costs rather than profits, which is evidence that
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potential scenarios” that “do not cast any light on the fundamental legal issue of
whethe the deal was or was not anti-competitive in intendment or effiekt.”69

at 13 [JA___ ]. Infact, as shown by the complaint in Actasisch mathematical
calculations go directly to “the relevant antitrust question” in an antitrust
investigation of aaversepayment settlement: the reasons the parties used such
paymentsActavis No. 12416, slip op. aL9. As the Eleventh Circuit recently
observed in ordering that Exhibit A be part of the public record in Actiénas
financial analysis “had a direcearing on the economic advantages that Solvay
reaped by entering into a reveqs@yment settlement.” FTC v. AbbVie Prods. LLC,
713 F.3d 54, 64 (11th Cir. 2013).

Boehringer contestedbelow that the FTC did not need the withheld
documents because the FTC Icbre-construct the company’s analyses based on
the agreements themselves and the FTC’s own financial calculations. Dkt. 37 at 24
[JA- __ ].Thisis incorrecfor a number of reasons.

First, the inputs, assumptions and formulas for those analyses came from
Boehringer’s business people. Dkt. 37, Ex. 4 at 128:83JA ]. That
information is not available to the FT@/ithout access to Boehringer’s
documents, the FTGaanotquestion the business people during investigational
hearings about the specific inpwnd assumptions uskedthe withheld analyses.

Indeed, the district court declared itself “sympathetic to the FTC’s arguments that
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these financial analyses are the only documents that could demonstrate whether or
not BIPI was using the egromotion agrement to pay Barr not to compete.” Dkt.
69 at 13[JA .

Second, even if the FTC could run its own calculations using available data,
such calculations could not replace Boehringer’'s own. Courts routinely consider
evidence of the parties’ purpose in artie“interpret facts and to predict

consequencesChi. Bd. of Trade v. U.S., 246 U.S. 231, 23818)9



1985) (conduct under the antitrust laws to be evaluated at the time of contract).
Courts have made clear the imparta of contemporaneous documents,
particularly where they contradict testimony. See U.S. v. U.S. Gypsum Co., 333
U.S. 364, 396 (1948) (trial testimony comhicted by contemporaneous documents
entitled to little weight).

Fourth, as indicated by Persky'stienony,Dkt. 33, Ex. 2 at 133:2334:4
[JA-__ ],Boehringer has not produced any other documents that are equivalent to
those it has withheld. It has not produced any contemporaneous financial analyses
of the settlement agreements or side deal that treedteart of the FTC’s

investigation. Dkt. 59 at 41:8
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And fifth, Boehringer is withholding the very documents that it claims
justify its conduct. “BIPI is asserting that the terms of the Co-Promaotion
Agreement executed between the parties, when evaluated uBihg fidlancial
information relating to Aggrenox that the FTC has in its possession, are not
anticompetitive.” Dkt. 37 at 23 [JA__]. Yet Boehringer is claiming wonbkroduct
protection for the evaluations that purportedly demonstrate that the settlement is
notanticompetitiveld. Persky testified similarly that the gpemotion agreement
was not “a vehicle to pay Barr not compete on generic Aggrenox,” Dkt. 33, Ex. 2
at 113:36 [JA-___ ], and that the financial analysis of that agreement supported her
testinony, Id. at 127:1215 [JA-___]. When asked to identify the document that
would support the proposition that the mamotion agreement was a fair business
deal, Pesky identified the financial agsis that Boehringer refuses to produce. Id.

at 133:23134:4 [JA___].
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the statements imply [Persky’s] questions from which inferences migirala

as to [her] thinking, thee inferences merely disclose the concerns a layman would
have as well as a lawyer in these particular circumstances, and in no way reveal
anything worthy of the description ‘legal theory.™. Id

IV. THE DISTRICT COURT A BUSED ITS DISCRETION WHEN IT

ACCEPTED AND RELIED ON IN CAMERA, EX PARTE
AFFIDAVITS

On the eve of the hearing alwhg after the parties had filed their respective
status reportthat served as briefs in the proceeding beBwehringer submitted
thetwo ex parteaffidavitsof PerskyandTaylor. Dkt. 69 at 10-11JA- ] The
affidavits were presumably submitted to lay the factual foundation for the work
product claims based on Persky’s request for analyses, even though Persky directly
requested very few of the withheld documents, Dkt. 59 at 5Af}A- ] and
Taylor was apparently not involved with the patent litigation or settlements, id.
5:1011[JA-___ ] Boehringer sent the affidavits directly to chambers dolihot
file them with the district court. The company tdié £TC only thatrie two
affidavits had ben submitted but provided no information other than the names of
the affiants. At the hearing, the FTC objected to the affidaditat 4:215:18[JA-
____],but the district court nevertheless heavily relied on threraling that
Boehringer could withhold the documerits particular, these affidavits seem to be

the onlyevidence supportinthe districtcourt’sconclusionthat the documents
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were prepared using “information and frameworks provided by BIPI attorneys,”
Dkt. 69 at 11 [JA ], given the swortestimony that Persky did not provide the

keyinputs for
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the adversary system can function effectively insiagi the trial court to make a
determination and prading a eecord that is susceptible to appellate review.” Id.
The Court has stressed that tameraproceedings should be preceded by
as full as possible a public debate over the basis and scope ofegersiaim.”
Ellsberg v. Mitchell, 709 F.2d 51, 63 (D.C. Cir. 1983t FOIA case involving
documents withheldn state secret groundsring discovery.
The more specific the public explanation, the greater the ability of the
opposing party to contest ithe ensuing arguments assist the judge in
assessing the risk of harm posed by dissemination of the information
in question. This kind of focused debate is of particular aid to the
judge when fulfilling his duty to disentangle privileged from fion

privileged materials—to ensure that no more is shiettthan is
necessary to avoid anticipated injuries.

In light of these concerns, a district court permitilmgameraaffidavits
“must both make its reasons for doing so clear and make as much as poghible of
In camerasubmission available to the opposing party.” Armstrong v. Executive
Office of the Presiden®7 F.3d 575, 580 (D.C. Cir. 199&uch affidavits shoul