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Pursnant to Rule 3.23(c) of the Commission’s Rulcs of 'raclice, Amencan Home
Products Corporation {“AHP™) respectfully requests this Court to stay its Qrder denving
AHPs Motion for Protective Order and to prohibit complaint counsel or Respondents
from using the tnadvertently-produced privileged documents in any manner pending
appeal lo the Commission and, 1 necessary, federal judicial review. Alternatively, AFHP
requests the Clourt to grant in camera treatment. to each privileged document complaint
counsel or Respondents intend to use as exhibits at the administrative heanng, Nather
vomplamnl counsel, Schenng-Plough Corporation (“Schenng™), nor Upsher-Smith
Lahorataries, Inc. ("1 psher-Smith”) comtest AHP s request for fr camerg treatment of its
privileged documents. Pursuant to Rule 3.23{b), ATIP also rezpeetfully moves the Courl
to ceriify its Order Lo the Commission for mterlocutory review.! Because the
administrative hearing is scheduled to commence on Janwary 23, 2002, AHP requests the
Court to shoricn fhe time framc in which complaint counsel are penmitted to respend to
this Motion to two business days, and respectfully requests the Court to rule on AHP’s
request to stay the January 13, 2002 Order, or grant én camera treattnent to AHP's
privileged documents, by Friday, January 18, 2002.° Upon certification by this Court,
AHP respectfully asks the Commuission fo exercise its discration o review the ALV's

order, to grant or affirm a stay of the niling denying AHP a protective order, and 1o

' Judge Chappell’s Order Denying AHP*s Motion for Prowetive Order of Tanuary 15, 2002, is attazhed
hergtn a3 Fxhibit 1, putsnant to the reguirements of Conmrpission Rule 3.23000. 16 CLE. § 3.23(b).

Counsel for ATIP contacied cormplaint comsel and requesled conplaint counscl to agree 1o shorten jis
Tosporse Ume o twe davs, Complaint counsel did not agree to do so, bt agreed shat it wonld not oppose a
mling fom this Conrt on AHP s tequesl for v cerrery Uealioenl prior w the Courd receiving @ response
[rom cumpliinl counsel Lo (s Motion.



prohibit complaint counsel or Respondents from using the inadvertently-produced
documents pending appeal, and, if necessary, judicial revicw,

L BACKGROUND

On September 27, 2001, AHP {ilcd a Metion or Protective Order asking this
Conrt to compel cotiplaint counsel 10 relum nine privileged documents that AHP had
inadvertently produced during the Commission’s pre~complaint investigation.?
Complaint counsel filed its Opposition to AHP’'s Motion on Oclober 19, 2001, and AHP
[iled its Reply on November 20, 2001, Complaint counsel fited a Response to AHP s

Reply on November 27, 2001, This Court denied AITP’s Motion on January 135, 2002,
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sevensssnveensesessnsens’ Thix Courl assumed wilhoul deciding that the
attorncy-client privilege and work-product doctrine apply to each of these nine
docnments. However, it erroneously concluded that ATTP’s inadvertent production of

these docwnents to Comunission stall’ during the investigation resulted in waiver ol
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* Allbrisfing on this motion is amached hersto in appendices A-D for (he Commission’s consideration

porsuar 10 Hule 32300 16 TR § 3.23(b).



AHP’s claims of privilege as to these documents. Accordingly, AHP seeks full
Commission review of that ruling,

I1. EITHER THIS COURT OR THE COMMISSION SHOULD STAY THE
RLULING THAT AHP HAS WAIYED ITS PRIVILEGE, AND SHOULD
PROHIBIT COMPLAINT COUNSEL OR RESPONDENTS FROM USING
THE NINE PRIVILEGED DOCUMENTS PENDING APPEAL TO THE
COMMISSION OR FEDERAL JUDICIAL REVIEW

This Court or the Coramission should grant an immediate stay of the ruling on
AHI's Moluon for Proteclive Order pending appeal (o the Commission or federal courts,
(Mharwise, AHP’s privilege in the documents at issgue will be further compromised.

Under Commission Rule 3.23{c), both this Conrt and the Comnission have the
autherily to slay procesdmyrs dunnyg an mlerloculory ;Ippeﬂ.s AHP does not seck a stay
of the entire proceeclings curmently hefore this Court. Rather, AHP requests only that this
Court or ithe Conmmission slay the ruling denying AHP*s Molion for Protective Order and
185U an order preventing complaint counsel or Respondents from uging these nine
documents at the upcoming trial of this case, or otherwise, until the Commiasion and/or
the fuderal courls have had the opportunity to review and decide upon AHP’s challenge
1o thiz Court’s ruling.

In determining whether to grant a stay pending appeal, this Court should consider:
{1) icreparable mjury o AHP if the slay 15 dented; (2) likelihood of success on appeal;

{3) lack of substantial wnjury to complamt counsel i the stay 15 granted; and (4) whether

*  Cormmission Rale 323} move fully states that “[alpplication for raview and appeal hereunder shall
not stay procesd ings belore the Admimistrative Law Judge unless the Judge or the Comniizzsion shall so
order.” 16 CFR.§ 3.23(e). Rule 3.23c) closely rerembies section 1292 (k) of Title 28 of the United
States Code, the mle soverning the isspance of stays in federal conrt. Section 1292(b) stales 1hat
“application lor an appeal hereunder shell not stay proccodmgs in the distmict couwrt enloss the district judeze
ot the Coort of Appeals or a judge thereof shall so order,™ 28 T5.C0 § 1209200,



granting the stay will serve the public interest. See In e R.J. Reynolds Tubaceo Co,, No.

9206, Order Granting Motion of R.J. Reynnlds Tobacee Co., [ne. to Dismiss Complaint
and to Stay Froccodings Pending Dismissal at 12 {Aug. 4, 1986), allached hereto as
Exhibit 2. An examination of these four factors demonstrates that this Court or the
Commuission should stay the raling pending appeal to the Commuisston and, 1f necessary,
federal judhcial review.

A Trreparable Injury tn AHP

AHP will suffer irrcparable injury iF complaint counsel are permtlled lo contimue
wsing any of Lhe nine privileged documen|s in Lhis public proceeding pending appeal.
Continued use of these documents by complaint counscl will arguably dominish their
privileged status and, quite poseibly lead to additional waiver arpuments. Courts have
found imeparable injury to exist where privileged information may be divulged during the

pendency of the appeal. Sce, ¢k United States v, Jones, No. 2:99-MO-T1-11, 1999 WI.

1057210, at *2 (D.8.C. Ocl. 5, 1999) (concluding that “t]he important interests that the
attomey/client privilege protects will be destroved and such harm to [movant] will be
irreparable™y; scc infra § IV .R.

B. AHP Is {ikely To Succeed On Appeal

The second factor, likelihood of success on appeal, docs not require this Court “to
change its mind or conclude that its determination on the merits was erroneous.” Jones,
1999 WL 1057210, al *2, Nox does the movant have to demonstrate it will ultimately
prevail. Sce Hilton v. Braunskill, 481 U8, 770, 778 (1987). A movant need only present

a2 “substaniial case on the menis™ when the 1ssue mvolves a serious leoal question and the



balance o cquitics Lip in the movant’s favor. See Ruiz v. Eslelle, 630 F.2d 555, 565 (5th

Cir, 1981).

As mentioned below, courls divide on the legal standards governing waiver and
there is an absence of Commission precedent on such issucs. AHP has at a minimuom
made a substantial case that s inadvertent production of the nine decuments did not
result in waiver, See Mot. for Protective Order and Reply at Appendices A & C.

In its Order denying AHP s Motion for Protective Order, this Court did not appty,
or even address, federal case law supporting AFP’s argument that disclosure of material
a party does not know to be privileged at the time of production docs not result 1n waiver.

For example, in Advertising To Women, Inc. v. (anni Versace, No. 98 (1553, 19499

WL G08711, at *5 (N.D. TIl. Aug. 4, 19589}, the court did not even need to apply the five-
factor balancing test where a party produced privilered documenits it did nol know to be
privileged at the time of production. Rather, the count found that “fairmess wourld he i11-

served by applving waiver simply because a court later found that [il] cmred nils

| privilege| asscesment.”

Additonally, AHP is likely to sueceed in showing that this Court erred in its
apphcaton of the five-factored balancing test. First, AIIP"s precantions during the
document production were not inadequate. Bathor, they were reasonable. I counsel for
AHP had condueted an additional review of the documents it plammed to produce, as the
Court suggested, the privileged documents likely would not have been withheld hecause
the documents appear o be busmess documents. Second, the Cowrt faults AHP for not
inquiring into the origins of the documents used at Dr. Dey’s Investipational Hearing, yet

lails 10 eite the “rod flag™ that should have put AHT or its counsel on alert that these
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documents were potontially priviloged. There stmply was no “rod flag™ thal alerted or
should have aferted ALIP or its counsel that privileged documents were the subject of
questioting at the deposition. Third, the Courl recognizes that the scope of production
weighs in favor of ALIP. Finally, the Court found that disclosure was complete becausc
cornplaint counsel have read and analyzed these docnments, and provided six of them to
their expert. However, this Coanrt fails to distingnish between the five docoments that
were used at Dir. Dey’s Investipational Hearing and which werc seni to Professor
Bresnahan and the four documents that have played no rele dunng the pre-Complaint
investigation or the adjudication. Clearly, four of the documents have had much less
disclosure than the other tive privileged documents; a distinction that thig Courl 1gnored.
On balancs, these and other factors set forth in AHP's Motion weigh in a finding of non-
Wl Ver.

C. No Material Prejudice to Complaint Counsel

Compiaint counsel will not be prejudiced if this Court or the Commission issucs a
stay of its order and prevenis complainl counscl from using the documents pending
Cormmussion andfor federal court review. The record shows that the docwiments at issue
are, at besl, cumulative evidence. See AHP Reply at 36-38. Stated differently, complaint
counsel do not need these documents to proceed with thair cases apamst Schenng-Flough
of Epshcr—Smith'ﬁ Thug, they will not be prejudiced by therr inabtlity to use these
documents. Fven if this Cowrt or the Commission were to conclude that complaint

counscel might be prejudiced by the granting of the stay, a balancing of the interests and

¢ Muaoreover, a spesdy resolution ol the sppeal and, i necessury, ol judicial review by the lbderal courts,

wiuld obviate any prejudice to conplaint comascl.



eouities weighs in (avor of granting the stay and other reliel requestad by AHP. See AT

& 1" v. Winback & Conserve Program, Tne., 42 F.3d 1421, 1427 n.8 (3d Cir. 1994}

{ernphastzing that a court must weigh all four factors in determining whether lo granl
interirn relief). Without a stay, AHP’s privilege may be compromised.

. Public Interest Will Bc Scrved by Granting a Stay

It is in the public interest for this Court or the Commission to stay this Court's
decision pending appeal and judicial review, if neccssary. “[I|n light of overwhelming
concerns about protecting the sanctity of the attorncy/client privilege, public miersst
weighs in favor of Issuing a stay.” Jones, 1999 WL 10572110, at *3. As the United States

Supreme Court noted in Upjohn Co. v, United States, 449 10,5, 383, 389 (1981), the

purpase of the altorney-chent privilege i% {o encourage [rank and open communication
between client and legal counsel, thereby promoting a heightened observance of law. As
ong courl bas staled, “[a]n order which docs nol protect 1he aflomey/clionl fmyilege
weighs against the public’s interest.” Jones, 1999 WL 1057210, at *3 (emphasis added).
M. IN THE AL TERNATIVE, THIS COURT SHOULD GRANT iV (CAMERA
STATUS TO AHP’S PRIVILEGED DOCUMENTS THAT COMPLAINT

COUNSEL OR RESPONDENTS INTEND TO USE AS EXITIBITS AT TIIL
ADMINISTRATIVE HEARING

If this Comrt does not stay its Order denyimg AHP*s Motion for Protective Crder
pending appcal to the Cominission and, if necessary, fed eral judicial review, then
altemmatively, it should grant in comers status to the privileged docunments complaint
counscl or Respondents intend to use as exhibits at the hearing, Complaint counsel have

nolified AHP's counsel Lhat they intend 10 use sesassssssssaprivileged documents at



trial.” Respondent Upsher-Smith has also informed counse? for AHP that il infends 1o usc
»a s sean0f the privileged documents at trial.® Neither complaint counscl, Schering, nor
[psher-Smith contest AHPs request for ir comere treatment of ils privileged documents.
Because of the privileged nature of the documents, which will not decrease over time,
AHP reguests that the in camerz realment be for an mdefinite penod of ime.
Commizsion Ritle 3 45 states that f# amera treatment of materials oifered into
cvidenco 18 appropriate where “pubic disclosure [ol'the documents] will likely resull m a
clearly defined, senous imury Lo the person, parinershop or corporation requestmng thair in
camera treatment.” 16 (C.F.R. § 3.45(h). Courts have routinely held that disclosure of
materials protecied by the attorney-client privilegs and/or work-product doctrine would

cause reparable injury to the producing party. See, e.g., Ford Motor Co. v. Kelly. 114

F.3d 954, 963 (3d Cir. 1997); Jones, 1999 WI. 1357210, at *2. Morcover, this Court
cxprossly obscrved that 14s Onder denying AHP's Motion for Protective Ovder did not
constitute a ruling on whether the madvertently-produced privileged documents will be
afforded in camera treatment. Order at 7.

This Courl previously has found thal lghly sensilive and confidential busmess

documents, the disclosure of winch, could cause a party serious competitive injury, are

-
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deserving of i comera treatment. See In re Hoechst/Andry, No. 9293, 2000 F.T.C.

LEXIS 138, al *6 {ubserving that “[t]he hikely loss of business advantages iz a good
example of a “clearly defined, scrious injury™™). If potential loss of compeliiive
advanlape constilules “senous injury” under § 3.43(b), then disclosure of documents
protected by the attorney-clicnt privilegs and work-product dochime must meet the
“serions injury” standard. Without in camera protection, the privileged documents
complaml counsel and Upsher-Smith intend to use at trial will be publicly disclosed.
Because of the substantial infury AHP laces from public disclosurc of thesc pnvileged
documcnis, this Court should grant each of the privileped documents in camera status.

(rraning in camerg treatment o AHP's privileged documents is necessary
because, pursuant to an in cemerw order, disclosure of the pnivileged documents will be
limited to only those parlies who have already szen the documents, and not to the gencral
public. By requesting this relief, AIIP is not conceding that it will not be injured.
Howcever, an in camera order will mitigate AHP s injury.  Fuwrthermore, compiaint
counsel and/or the Respondents uze AHP’s privileged documents at trial at their owsn risk.
If AHP s correct in its argument that these documents are privileged and that thors has
beon no waiver of the privilege, then hese documents should not be entered inte
evidence and should noi be considered by the Court.

IV. THIS COURT SHOLLD CERTIFY ITS DETERMINATION OF WAIVER
FOR FULL COMMISSION REVIEW

Under section 3.23(k) of the Commission’s Rules of Praclics, an Admimsirafive
Law Judge should certify a ruling or a purtion of itz ruling to the Commission for

interloculory review where:

L .



(1) the Tuling involves a conirolling guestion of law or policy as to which
there 18 subatantial ground for difference of opindon, and

{2y amimmediate appeal from the muling may materially advanee the ultimate

terrmzwalion ol the itpgaiion or subscquent review will be un madequale
remady.

15 C.E.R. § 3.23(b} {cmphasis added).

Severul faderal courts have centified rulings requiring disclosure of privileged
documets or otherwise ruling on questions of privilege for interlocmtory review pursiant
0 28 US.C. § 1292(b). For cxample, the distriet judee in Transamerica Computer Co.

v. Int’l Bus. Machs. Corp., 573 F 24 646, 647-48 (Gth Cir. 1978), found that defendant’s

inadverteit disclosurs of privileged documents during a massive document production
did not constitute watver. The judge concluded that his order “involved controlling
questions of law as to which there are subsizmntial differences of opinion and that an
immediate appeal therslftom {might) materially advance the ultimate termination of b
litigation,” and certified the order 1o the Ninth Cireuil for immediate review. Id.
Similarly, the Third Circunit recently held that a discovery order requiring
disclosure of material protected by the attorney-client and work-producl prvilcges was

immediately appealable under § 1292(b). See Montgomery Counly v. Microvote Corp.,

175 ¥.3d 296, 300 (3d Cir. 1999). The Seventh Circuit has Iikewise held that privilege
determinations are immediately appealable where—as is the case here—the order is

directed against a nonparty. See Dellwood Farme, Ine. v, Cargill, Inc., 128 F.3d 1122,

*  Commission Rule 123k is alrgst identical i wording bo 23 TIS.C, § 1ML T otder to (ilc an
tnerlociory sppeal under § 129200}, & distriel judge must first slale in wribmye that the order involves a
“eontralling question of law 23 tn which there is substantial ground for difference nf apinian and that an
immediate appeal from the order mav materially advance the ultimate termination of the Litgaton.™
IBT5.C ¢ 1292(b). There is no “nadequate remneds™ provision fn § 1292(b).
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1125 (7th Cir. 1997}, This Cowrt should follow the precedent set by these [ederal courls

and cerlify lhis 1ssue to the Commission. "

A, Whether AHF’s Claim ot Privilege As to the Nine
Inadvertenily Produced Docaments Has Been Waived
Is n Controlling Question of Law As To Which There

Is Substantial Ground for Difference of Opinion

[

i Controlling Qucsiion of Law

In iis Order denying AHP"s Motion for Protective Order, this Cowrt found that
AHP waived attomey-client privilege and attorney work-prodoct protection as to the nine
contested documents. The izsize of whether a party waives privilepc as to documents it
docs nol know Lo be privileged al the tme of preduction constitutes a controlling question
of law 1n this case, thereby satisfying the first requuirement for interlocutory revicw tnder
§ 3.23(h)

Courts have observed that a qnestion of law is “controlling” under § 1292{b) i[ the

determination “may imponantly affect the condvet of an action.” In re Duplan Corp. v.

slancr, 391 F.24 139, 148 n.11 {24 Cir. 1978) (eiting Coopers & Lybrand v. Livesay, 437

T1.5. 463, 475 n 27 (1978)). Reselution of the issus does not need 1o terminate the action

m order to he “contrelling.” See Klinghoffer v. 5. M.C. Achiilc Lauro, 921 F.2d 21, 24

{(2d Cir. 1990). Rather, the issue is “'controlling” if it is “‘scrious to the conduct of the

hitigahion, either prachically or legally.”™ Johnson v. Burken, 930 F.2d 1202, 1206

¥ The Commission has observed that Rule 3.23 was madeled after ssction 1202 of Title 28 of the Unitwed
States Code. which governs interlocutory appeals in the federal couns. See [n e R.R, Doonelley & Sons
Co., Mo 9243 1005 WL 461663, at n.12. I has cxplicitly observed that precedents in the federal comrts
cemafruing secticn 1294k} can he usafiil to the Commission in interpeating Role 323, Seclnre m'l
Harvester Co., D8 F.T0C, 2, 3o (1981) (toting il *[s]ection 3.23 of the Commission’s Rules is modeled
alior the appreal procedure of 25 1750, § 1292(h)" and “[plrecedents under tiar provision ts can be
uzefil to the Conumdssion in interpreting its own mile™)

-13 -



(Tth Cir. 1991) {(guoting Katr v. Carie Blanche Corp., 496 F 2d 747, 755 (3d Cir. 1974)).

For instanee, if resolution of the issue “would alicet the scope of evidence 1n a complex
case,” then the queslion 1s a “conirolling”™ one and is appropriate for revisw. Garmer, 430
F.2d at 1097.

The issus of whether AHP waived the attorney-client privilege and/or work-
product protection as to the nine cantested documents is & “controlling™ question ol law
in this casc. Complaint coungcl cffectively have conceded this point, sesssssssnss
T T Y TTITIIIIIIYn
LA S R R LLELLELRLY L) ARRRELLLLLLLELYY LSS IIERLELELR YRR N 022 YN R
BEFRRAERSRARPFPFRP TR RREOEREEREREEREFARRARAaRDERDRRREREREREEREARAS

LA E R ERLE LS LENERESJ L. L L LENRELR SRS ISL]IRAERERLELEN RSN N -'-‘-.-I_'[l

view of such asscrtions, there can be no doubt that the queslion al 1szue here— e,
whether AHP has waived 11s right 1o assert privilege over the nine dncuments, and

consequently whether complaint counsel have a rizht to use these documnents - al tnal or

othcrwise  involves a “contrelling question of Lot

Moreover, whether AHP waived privilege as to the nine contested documents is
serious to AIIP, both practically and legally. As to AIIP, this Court’s denial of APz

MMaotion for Protective Order constitutes linal agency action, as AHD, as a non-party, will

Y Spme anthority susgests that in erder for an dssus o be “controdling,” it must contribute w the

detarmination of a *wide spectrum of cases,” See o re [Toechat' Andrx, Mo, 5293, Order Denving Motion
[or Intetlocutory Appeal at 2 {0l 2%, 2000) (viting InTe Auto, Broakthrongh Scis., Inc., Nes. 3275 &
9277 1906 FTC LEXIS 478, at *1 {(Nov. 5, 1096)), aftached hereto as Exhibit 6. Howevar, this view
appears to be based on prior Comendssion precedent lhat recenily hus beon explicitly rejeeted by the federal
vourts, and should, theretore, not be applicd here. For example, in Elinghoffar v, 58 5.0 Achille Taure, the
Becand Cirenit recenity disavowed the notion that o question of law can be “controlling” only il il applics
0 & wide spectriun of cases, and observed that the district courls had nuseomstroed ity provions case law an
g assue. 921 F2d 21, 24 (2d Cir, 1990).
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not have standing to challenge any final decision reached by this Court or the
Commssion m s case. Additionatly, AHDP may be irreparably itjured in the absence of
immediate Commission review because this Court’s Onder has the practical effect of
allowmg complant counsel to use AHP's pnivilesed documenis al a public inal. Sec
Katz, 496 F.2d at 756 (obscrving that the policies behind allowing interlocutory appeals
inchwle “the avoldance ol hatm to a party pendente litc from 4 possibly crroncous
interlocutory order™). ‘Thus, for thess reasons as veel , the warver 1ssuc mvolves a

“controlling questien of law.”

ii. Substanuial Ground for Difference of Opinion

Whether waiver has gcowred as to the mine privileged documents also 15 2
qucstion as to which there 8 a substantial ground for difference of opinion.  As this Court
has observed, courts have diverged significantly as to the proper methodelogy for
determining whether inadvertent production of privileged documents constitttes waiver,

Sce In r¢ HoechstfAndry, No. 9293, 2000 F.T.C. LEXTS 153, at #3 (Oct. 17, 2000).

woreover, this Court has noted that “[tThers is a dearth of Commission precedent

addreszing the circumstances under which privileges are waived.” Id. ar #2.
Consequently, in view of the “dearth of Commission precedent”™ and the diverpent

views on the 1ssue of waiver recognized by this Court, AHP has saiisfied the “substantial

ground for difference of opinion” requirement of § 3.23(b). C£ In re Floechst Celansse

Corp., No. 9216, 1990 WL 606559 (F.T.C. Oct. 26, 1990) (fnding abscnee of 2
“substantial ground for dillerence in opinion”™ because there was “no showing of a split

between circwt courls or Commission decisions, or even among commentators™).



Additionally, as explained more fully above in § TL.B., AHT has a substantial Hkelihood
of prevatling on appeal, rendering this issuc suitable for interlocutory appeal.

B. Subsequent Review of This Court’s Determination
of Waiver Will Be an Inadequate Remedy

Certification to the Commission also is appropriate under Rule 3.23(b) becanse
failure to address this issue immediately will leave AHP without an adequate remedy.
AHP hag been withdrawn from this adjudication. Therefore, AHP, as a non-party, will
nit have standing to appeal an initial decision to the Comumission. See 16 C.ILR.

§ 3.52(a) (“[a|ny perty to a proeceding may appcal an initial decision to the
Commission™) (emphagis added); Dellwood Farmeg, 128 F 3d a 1125 (abserving that non-
party has ne standing te appeal adverse privilege ruling at the end of the litigation). Culy
through an interlocutery appeal will AHP be able to obtain Commission review of this
Conrt’s adverse ruling on AHF's Motion for Protective Ohrder.

Ewven if AHP had standing to appeal this Courl’s inilial decision Lo the
Commnrission, a subsequent appeal on the menils would nol be an adequate remedy. As
the Third Circuil has expressly ohserved, appealing privilege and work preduct issues
after a final judgment is ineffective because the right sought to be protected will alrcady
have been destroyed. See Ford Motor Co., 110 F.2d at 963 (concluding that “[a}ppeal
alter final judgment cammol remedy the breach in confidentiality occasioned by erronaous

disclosure of protected materials™).” Without an immediate sppeal, furthor disclosure of

LR—

'* Inthe comtext of mandamus relicf, the federal courts of appezl conststently have held that appeal after
disclosure of a privileged copnrmnication is an inadequate remedy. 3ee, e.2.. In re Bankamerica Corp.
Secs, Litie,, 270 I.3d 63%, 641 (At Cir. 20010; I re Ocoadental Peirodewn Corp., 217 F3d 293, 2991019
{3ch Cir. 2000}, Hurper & Row Publishers, Inc. v. Decker, 423 F 2d 487, 492 (Tth Cir. 19707
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the nine privitered documents will hkely occar, thereby possibly eroding the sacrosanct
nature of the documents and the copmunications belween counsel and chient thal they

reflect.

C. Commission Precedent Supports Interlocutory Review

The Commission has ohserved that interlocuiory appeal of discovery rulings may

b i’.rj;:];:r(:q;:lri511.L:.lj For instance, in Genural Foods, No., 9083, an admimistralive law judge

1ssued an order denying Folger Coffee Company ir camera treatment of certain trial
exhihits and deposition testimony. 96 F.T.C. 168 (1980}, Although the order related
purely to discovery issues, the adminisirative law judee ceriified his order for
interlocutory appeal and the Commission granted review. Id. Notably, l'olger was nor a

party to the adjudication.

Similarly, m Thoinpson Med. Co,, No. 2145, an adminisiralive law judge orderad
respondent to produce copies of all prior statements by respondent’s cxpert witness to
complaint counzel. 101 F.T.C. 285, 389 (1983). The adniinmistrative law judge certifed
his order o Lhe Commission, and the Commission granted review. See id.

If a court’s denial of in eamera treatment for exhibits and an order requiring
production of prior expert witness statements is appropriate for interlocutory Commission
revicw, then this Courl’s detenoinadion of waiver as 0 atlomey-client privilegs should

likewise be suitable for interlocutory appeal. In fact, the issuc here—whether this Court

% The issue here—whether inadvertent production of the nine privileged documents constitntes waiver—
iz unlike the rum-of-the milt discovery issues that administrative law judges have refosed to certify for
Cotnmission review m the past. see, e g, It te Heechst/Anies, No. 92%3, Order Denying Moton for
Interlocutory Appeal at 2 (Oct. 25, 20007 (refusing to centify decizion allpwang discovery of sos-todilesed
cowmunications hetween Biovail low firms and Comumission stafl) (emphasis added); io re Hoechsl
Celaness Corp., Mo 9216, 1990 WE 606559 (Oct. 24, 1990) {denying motion © certify onder muthorizing
servies of seoomd nfermogzatarics on respondents).




crred in denying AHP's Moton for Protective Order—is even more deserving of
immediate review becauze of the importance ol preserving the atiormey-chent privilege
and work-product doctrine.

D. AHP Respectfully Requests the Court 1o Limil the Time in which

Complaint Connsel Are Permitted to Respond to this Motion to Two
Daxys

As this Court is aware, the adminisirative hearing in this case is schedulaed to
commenee on Wednesday, Tanuary 23, 2002, At the heanmg, complaint counsel, and
possibly tlpsher-Smith, seek to use certain of the privileged documents AHP
madverienily produced to the Commiission during the pre-Complaint invesligalion,
According to Conunission Rule 3.23(b), 16 C.I78, § 3.23(b), an answer (o an applicalion
for mterlocutory revicw may be filed within five days after service of the application Tor
review. Thercfore, under Commnission rules, complaint counsel would have until
Tanuary 23, 2002—the date the trial is scheduled 1o commence— fo file a response to this
Motion.

Allowmp complamt counsel to file an answar on the day on which trial is
scheduied to begin, prts AHP's rights o the nine priviteged docrments in serious
jeopardy. Covcelvably, complaint counscl could use the contested privileged documents
as exhibils on the first day of the hearing, and then only fle an answer to AHP"s Motion
al the ond of the day on January 23, 2002, AITP will have, al that poinl, been irreparably
hattmed—even before this Clourt has had the opportunity to rule on its Molion. Therefore,
AHP asks the Court to hmit complaint counsels’ time to respond to this Motion Lo two

days alter service of this Motion, which would be on January 17, 2002,
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AHP also tespoclfully asks this Court to rule on ALIP’s request to stay its Order of
Tanuary 15, 2002, or alternatively, 1o graﬁt in camterd freatnent to the privileged
documents, by Friday, Tannary 18, 2002, Az mentioned, complaint counsel do not
oppose a ruling from Lhis Courl on the in camera request prior to their serving an answer
io this Motion. AHP 18 cognizant ol this Court’s busy schedule. However, if this Court
docides AHP's Motion later than JTanvary 18, 2002—aad denies AHP's request to stay the
Order denying AHPs Motien for Protective Order or to afford iv camera lrealment 1o the
contested docirments—then AHP's rights 10 seek federal judicial revicw on those issucs
will be effectively lost. Once complami counsel or Upsher-5mith use AHP?s privileged
documenls al Inal, particalarly in the abscnee of in camera treatment, any subsequent
judicial revicw of this Court’s Jamary 15, 2002 Order will be 2 wholly madequate

remedy,

V. UI'ON CERTIFICATION, THE COMMISSION SHOULD EXERCISKE ITS
DISCRETION AND REVIEW THIS COURT'S DENIAL OF AHP’S
MOTION FOR PROTECTIVE ORDER

If this Court determines its order is suilable for nterloculory gppeal, the
Commission should cxereise its discretion pursuant to Rule 3.23(b} and review the order
denying AHP's Motion for Protcetive Grder. As explained above, AHP, as a non-party,
cannol challenge this Courl’s Order afler a fnal decision on the merits, and even iCit
could, the damage resulting from further disclosure of the documents will be

itremeadiable.



Upon roview, the Commission should [ind that the Administrative Law Judge
abused his discretion in denying AXIP’s motion. ™ As explained by AHP in its Motion for
Protective Order and Reply thereto—which are hereby incorporated as if fully set forth
horenny - -[ederal courts have found that where—as here—a party produces material it does
not know to be privileged, such produchion 1s “madvertent” and does not result in waiver.

Scc Advertising To Women, Inc. v. Gianni Versace, No. 98 C 1333, 1599 WL 608711,

Al *5 (N.D. Til. Aug. 4, 1999); see also Zapata v. 1BP, Inc. 175 F.R.D. 574 (D. Kan.
1907}, As one court has held, “faimess would be 1ll-served by applymg waiver simply
because a conrt later found that [it] erred in its [provilege] assessmenl.” See Gianni
Vorsuce, 1999 WL 008711, at *5. Id.

In the absence of Commssion precedent, 1t was an abuse of diserelion for Tndge
Chappell to fail to apply relevant federal case law, which hotds that production of a
documenl does ol tesalt iIn waiver of the prrvilers where the producing paety did not
recognize the privileged natwre of the document at the time the document was produced.
NI N NN NN IR I ISR PPN PRI NIRRT IR ISR
o
B NS s RS s st RN SO ONe et R IOt teNNNIsstEEes
NI PPN URN IR P A RN RGO NN RN GOR O PO ORRR IO e TR NEed
T ooy

" See Inre Kellopg Co., 2t ab, No. 8853, 83 F.T.C. 1736 (May 29, 1974) {observing that Commission
Towviows an sdminisire live law judee’s discovery order for ubuse of discretiou).
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sesennneascd on cases such as Gianni Versace and Zapata, AHP’s production of the
mne prviteged decuments was “madvertent,” and did not reswlt m waiver.

Furthermore, it was an abusc of diseretion for Judge Chappell Lo [Ond waiver
under the five-fictor balancing test, Under that test, which Judge Chappell previously
adopted as the proper mothedology bor defecmmining warver, cach factor woghs in favor
of a finding of non-wal ver. 15

As explained in AHP's Motion for Protective Order and Reply thereto, the
precautions taken by AHP during the document production were above and boyond what
courls have found 1o be reagonable, sessssssssnasasssssnsassasnnasadanaann
P NSRRGSR SRR AR RNV IN NIRRT RN NIN NN
e N L eI
T LI
SN IR N BTN IO RPN SIS IO NN ERe
M I I I I I T T
AN SSRGS SRR AR ARG EAAS RS AR NN AR RN A RSN AR
T L m

7 In Hovscht!Andr, Judge Chappell adopted the five-factor halancing test as the proper methadolngy for
determining whether an inadvertent prodoction of privileged materia] constihites waivar, See Order
Datying Complaint Coungel’z Motien Reparding Howchst's Watver of Attorney-Clicnt Privilepe and
Idobon To Compel Answers to Dizposition Cmestons, Mo, 92093 2000 F.TUOC. TEXTS 155, at 45 (Oet, 17,
20000, Ulneder this tesf, o conrt muat ba lance the tollowing thetore: (1) the reasonableness ol precaolions
laken W prevenl inadverlenl disclesre; (2} the bme faken to reetify the ermor, (33 the seope of discavery,
(4} the extent of the disclosure; and (3} the ovemeaching issuz of fairness and the protection of an
appropriare privilege. See id,
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1.astly, fundamental fairness dictates a finding of nem-waiver, These documcnts
reficet confideniial eommunications between counscl and chent and are profected by the
oldesl confidential communicaiions privilege known io the common law. See Kiilsmarn.,

Klitzman & Gallagher v. Knat, 744 F.2d 955, 960 (3d Cir. 1984). AHP will he

wreparably harmed by a inding of waver, whereas complaint counsel will suffer only, 1
al all, mere ingonvenience. The Commission, therefore, should reverse Judge Chappell’s
Order denying AHP's Motion for Proteciive Order.

CONCLUSION

For the reasons set forth herein, AHP respectfully requests that (1) this Court or
the Commission stay the ruling pending appeal and prevent complaint counsel from using
ihe docunents pending appeal, or mm the allemative, [0 granl mdelnile in camera
treatment to sach privileged document complaint counse] or Respondents use at the
administrative hearing, (2} this Court certily its ruling i ite Order o January 15, 2002 10
the: Commission for interlocutory appeal, (3) this Court order complaint counsel to

answer this Motion by January 17, 2002, and for (s Court lo rals on whether Lo slay its

oM -



January 15, 2002 Ovder or grunl iz camera treatment 1o AITPs privileged docaments by

Fanuary 18, 2002, and (4) the Commission reverse this Comt’s order,

Datedd Tanary 22, 2002

Flliot [Feinberg

American Home Products Corporation
Five Giradda Fanms

Madison, Nj (37040

{973} 660-5000
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A VMA,_JW

Michacl N. Sohn

Cathy A. Hoffiman

David M. Orta

Emily M. Pasqumelli
ARNOLD & PORTER

555 Twellth Streat, N.W.
Washingtor, 1.0 20004
(202) 942-5000

Altomeys for Amencan Home
Products Corporation



UNITED STATES QF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matter of

Schering-Plongh Corporation,
a corporaliomn,

Docket No. 9297

Unsher-Smith Laboratorics, Inc.,
a coTporation,

and
Ametican Home Products Corporation,
a coTporation

B e i i e ey —

CERTIFICATE OF SERYICE

1, Enaily M. Pascquinclli, herchy ¢ortily that on January 22, 2002, T causcd a true
and cormect copy of the Public Version of Emergency Motion of American Home
Products Corporation To Say Orvder, For Certification for Inferlocutory Appeal and
Application for Full Commission Review to be served upon the following az follows:

Two paper copies by hand delivery to:
Hon. D. Michael Chappell
Admimstrative Law Judge

Federal Trade Commission

Room 104

600 Penngylvania Ave., N.W.
Washinglon, D.C. 20580 (2 copies)

The paper original and one paper copy by hand delivery and ene elecironic copy to:
Offce of the Secretary

Liederal ‘Irade Comamizsion

Room H-15%

600 Penmnsaylvania Ave., N.W.

Washmgpton, D.C. 20580 (orrpnal and 1 copy}




One paper copy by delivery Lo:

David Pender

Deputy Assistant Director

Flealth Care Services and Products
Federal Trade Commission

601 Petnsylvania Avenue, NJW.
Room 3115

Washington, D.C. 20580

Karen G. Bokat

Federal Trade Comimniggion
£01 Permsylvania Ave, N.W.
Rooms 3115

Washington, DLC. 20580
Liax (202) 326-3384

Christopher Curran

White & Case, LLP

&1 Thirtcenth Sireet, NUW.L
Washington, D.C. 20005
Fax {202) 639-9355

Laura 5. Shorey

Howrey Simon Amold & White, LLP
1299 Ponnsylvania Ave., NJW.
Washington, D.C. 20004

Fax (202) 383-6610

‘,/ZJJC\MP%;/%

LEmily M. Pasquinelii |
Amold & Porler




FLO000Hd 3440 SN



0115703 11:1% FAT ROZJEBRE4ET ADNMIN LAF JLDGES £ ane

UNMITEDR STATES OF AMERICA
FEDERAL TRADE COMMISSION

In the Matter off
Schering-Plough Cotpotation,
a coTporation,

LUpshar-Smith Laboratories, Docket Mo, 9297

B Corpocation,
and

American Home Products Corpomacion,
4 corporation.

'L.-ﬂ\-.-fu‘-—ﬂ"-.-'n_v'\-.fx.-'v\—ﬂ'-—fﬂ—-'\-ﬂu.-]

ORDER DENYING AMERICAN HOME FROBUGCTS CORPFORATION'S
MOTFON FOR PROTECTIVE ORDER AND TO COMPEL FETURN OF MIATERIALS

On Beptember 27, 2001, American Herne Products Corporation (AP, which was then
atespotdent in this procesding, filed a motion for a protective order and to compe! the renirn of
privileged and work prodieet materials (“AHP's Motion™). On October 12, 2001, the Secratary of
the Commission jissued an Order Withdeawing WMatter from, Adjudication a3 o Respondent
Amertean Home Produets Corporation. By stipulation, Complaint Counse!’s time for filing &
response brict was extended and AHP's tequest o file a reply brief was granted.  On Ocrober 19,
200, Complzimt Counsel filed an opposidon to AHP"s motion " Cppositon™). AP filed a
reply to Complaint Counsel’s oppositon on Movember 13, 2001, On Novernber 27, 2001,
Complaint Counsel filed a motion for leave oo file a responss to AHP s reply and its rasponse.

By stipularien, the partics asked the Count to defer ruling until afier November 28, 2001

Complaint Counsel’s motion far leave t¢ file = response bo AHP's reply is GRANTED.
For the reasons st forth balow, AHP™s motion for a protective order iz DENIED.
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IL,

AHP moves for 2 proteenve order {1} compelling Complaint Cauncel to retwn to AHE or
destioy all copies of rine docnments it dlaims are privileged and werk: product and were
inadvereatly produced during the pre-complaimt investipation; (if) compelling Complain
Ciounsel to rotumn all copies of the Qetober 5, 2000 deposifion of Dy, Michael Dey s that
tegtimony about these documents aiven during that deposition may be redacted, (iii) prohititing
Complaint Counesl fiom using these documents and testimony; and (V] baring Complant
Coumse] frotn asking guestions at depositions or at wial conecerning these documents. AHT
aiserts, fipst, that the atomey-clieat privilege and work product doctrins apply o and protect the
documents @t issne. AHP asserts, seeond, that G disclosure of these documents was madvertent
apd dird nos waive e privileges.

Complaint Counsel respends, arguing, frst, that the doctrments are ot protected by
attoracy-client or work product privifeges. Ceomplaiat Counsel anues, s=cond, that AHP's
disclosme was not sccidemtal, bul irstead was the esul{ of an erronegns fudgment abent whether
the documents were privileged. Complaint Coumscl arguas, third, that even if AHPs disclosure
iz deamed toadverzent, AHF bes walved ony privileges.

I1.

The circumstanses srrowdivg the creation of the doswnents subject to this motion,
ascording w AHP arc as follows. Schering-Plowgh Carperatien {Schering) brought 2 patent
infringement suit zgeinst AHP on Fobruary 146, [996. AHP's Motion, p. 3. AHF waos
represaated in the patent itigation by eutside counsel other than Ametd £ Pocter, AHF’s curzent
outside counse] for this procesding, 4 Dusing ihie course of the patent infingement litigation,
AHP's cutside eounsel and AHP representatives communicated with sach other to asgist AHPs
cousgal in providing legal services and advice to AHT; thess commmications were reflected in
written dpcuments, &7 ARPs motion relares to ning such documents and ta @stimony thersof,

AHY asscrts that each of the nine docwments reflects commueications to the ¢licat from
counsst and from the client to cotmsel for the purpose of giving and receiving legal gdvice and
seTvices in connestion with the patent infimgement liliyation, fd at p. 4. Six of the documents
ae tahles or spreadsheets; two of the documents are handwritten noies or memaeranda; one is
bandwritien nowes and @ market forecast £ ai pp. 4§, AHP docs ot assert that any of the
decuments weres creared by connssl; mrher AHP states thar officers or perzonnel of ESI- ederle
(“ESI™) created the documents at tbe request of counsel and in order to assist ¢ounse] in the
patent litipation, fd Mamy, thouph not all, of the documents aoe deseribed by AHP 25
incorporabmyg assuraptiong that resubted from discussions with counsel. T4

The Sircumstances suroundizg the disclosure of AHTs dommncnis, according o AHP
and not contradicted by Complaimt Counse!, are a5 follows, In response to a subposna ducer
tecrm that the Federal Trade Commission (“FTC™) smued Lo AHP on Hovember 5, 199%, AHP's
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current gutside oounsel, Amold & Portar, produced more than 27,000 pages to the FTO derinp
ihe pre-complaint invesiigation. [ atp. 8 According to the declaration of the attorney wha
aversaw the production process, market futecasting documents bearing “Confidential™ and
“Attormey-U hent Privileged"” designations were reviewsd and withheld from production an
privilege promds. 24 Other documents that did not contain on their facss arty designation of
privilage bix were determined by the supervising attorney e be privileged. including some
market foreeasting documents, were alsg witheld from production, f& When documents werc
praducad to the FTC in February and March 2000, ccunsel for AHP In chargs ol pradustion hac
nor segregated out as privileged and tos did ot withhold fom produstion the nine documerts
subject Lo this mation. Jd

On Oetober 5, 2000, reven months after the documents had been produced, dunnyg the
investigative phas= of this proteading, the FTC took the testimony of Dr. Michazl Dey, who was
then Presidenr of ESY, the AHP unit that manufactured and sold generic drugs. Id atpp. 3, 9.
Prior to he deposition, Amold & Porter lawpers met with Dey regarding his upeoming
investigational hearing. fd. atp 9. Dhuring the investigational hearing of Dey, eounsel for the
FIi: inauired jaro the origing of five of the nine docoments ar issne in this mation. /o Paring
g testimony, Dy was unable to recall why these documents had been created, who at the
company ked prepared them, of tn whom they had becq distributed, £ Because Dey was imable
1o rernember the erigins of thess documems, counsel for ATIP did net object to questioning abont
the docunents and Dey testificd abaut them, & ac pp. $-10.

On February 9, 2001, FTC siaff sent documerds to Complaint Coungel’s economic expert,
Timothy Bresnahan, ineluding the transcrpt of the Dey investizational hearing and five of the
docunemts at izses here. Declaration of Yaa Aporl, T 5. (“Apor Decl.") One of the gther
corumems ot issus fn this motion was alen sent tn Bresnahan in August 2001, £ at Y 6.

On June 25, 2001, Cornplaiat Counsel served on counsel for AHF a Nolice of Deposition
which regaired AHE to produce a withess ta testify about the five of the nine docurments marked
as exhibits in Drev’s deposition. & atp. 10, Daring s cfforts w locale & witness io testify aboul
these documents, Aanald & Pocter deteraningd that he nine deouments at issus were pniviloged
and notified Complaint Counse] that these docwnents had besn nadverteatly prodused. 4 By
letters dowcd July 20, 200!, and July 25, 2001, Ameld & Forter requeated the mirn of the
documents and Dey's deposition wanscript and provided Complaint Connsel its bagis for
asserting privileges, Jd

) [y,

In this ease, whether or not the documents apd Dey's testirmony ehout the documents aea
privileged is not dispositwe hecanst, a5 discussed below, waiver 15 found. * When (he producing
party cleims inadvertent disclosure it bas the burden of proving thar the disclosure was ouly
inadvertept, and that the privilege has not been waived ™ fr re Hoechsr Marion Poussel, Inc.,
2000 FTC LEXIS 155, *6 (Orer. 17, 20000 {guating Geiden Valisy Microwave Feods, Ine. v

a
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Feaver Pupeors Co, Fac, 132 FRUEE 204, 207 (N.D. Ind. 19907, Whether or not a privilsge bas
becn waived can be determined by wssessing (ke cuoumsiances undee which the documeats wese
produced. tnre Hoechse Marion Raussel, Inc., 2000 FTC LEXIS 155 ot *54 {gling Liired
Seatezs v, De Lofara, 073 P23 746, 740 (02 Cix, [992)). In Hoechr Mavion Rowssel, a balancing
test, which permits epnsideration of the 1otality of the circumatanees surrounding diselosure, was
adepted for determining whether disclosure warves any privileges. 2000 FTC LEXIS 135 at 7,
Under the batanzing approach, “inadvertent disclosure in a docnerent peodusgon ¢an be detmed
to evidence abandonment of the requisits intent to maintain confidentinliny, and therchy naive
he aftorney—client privilege under certsin cireumstanees," F.(0 Cyelex bl e, v Fila Sport,
134 F.RD. &4, 76 (D. Md. 1998). To determine i woiver has ocotwred through inadvertent
production, five factors arc considersd: (1) the reasonableness of the pracautions taken to preven:
ipadverent disclosure; (2) the time taken (0 roodfy the emor; (3) the scope of discovery; (4) the
eatent of thie disclosure; and (3} the ovencaching issuc of faimess and the protection of an
appropriate prvilege, Heechs Morfan Roussel, 2000 FTTCLEXIS 155 ar * 6 {eftiay Gray v,
(ene Bickel?, 86 F 33 1472, 1484 {8% Cir. 1990), Alldread v. Grenade, 988 F.2d 1425 143435
(5% Cir. 1993}).

Applving the balancing test and the thove stated five factors 1o the discloswre made in the
st case, AHP wodved any privileges it may have had with respect to the docwments and
testitnomy sibject to thre mation,

First, the precanmians @mken 1o prevent disclosure of privileged materials were inedequate
in thres cespects, Oine, pivileged documents were created without 8 label of privileme. Seg
Declaraton of Randal Slelwen, (“Shabeen Decl™) at § 6. Two, the procedures for mviewing and
pulling from produstion privifezed materials were not adequale. Responsive docurnents weae
reviewed by rained and cxpotienced atrorneys who segregatcd cut potentially priviloged
materals. Shaheen Decl @ T4 Those firse line reviewers appiicd inconsiswar standards, as
sorne market foresasting and related dosuments were withheld from production_ but others were
not. See Shaheen Decl. at I 4-5. The supervising attomey did not review deciunents that had
noi baen segregated out as patendaliy privilaged Shaheen Decl. ar 4. Thos there sppears oot to
have heen a second atiorney review af the documents selacted for praduction. Tares, AHP did
twot investigare the origing of the docwenents following the deposivion of Dey to determaing if they
were privileged Fee Shahesn Decl. st &,

The provedures in place for reviewing documents for production are simflar 19 thoss
found to beinadequare in other cases. In F1& Cpeler bl frc, 184 FRD. at 76-78, documeats
weTs Teviewid fiest fior regponsiveness by an attoroey or sentor paralepal. Documents orfginally
reviewed by & paralegal were then subjected to & privilege review by 2o sttomcy. 1 the inirial
review vas conducted by an attomey, the same attorney simultancously condueted a privilepe
review. Sndy-four thousand pages wers produced under no particuler Gme constaints, The
court beld thatthe party did not have adeguate pracedures in place bacause it failed te provide R
& post designation review or an additionsl sateguard of roviewing the docurnents after copying.
id, 8t 78, JSee aiso In re Brand Name Freserprion Drugs Antitrest Lfife,, 1995115 Dist LEXIS
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171140, *7-8 (0.1 0L 1993) {finding waiver whene teviewing attomeys gpplied ncensisien
stendards for detevndning privilegs).

There ars cascs where the procedurces n olace at the ime of production were les; nyporous
than thoge emplaved by coupscl for AHP and the court fownd the procedures o be reasonabis.
E g, Lois Sportrwesr, US A Fec v Lewl Straess & Co, 104 F R.D. 103, 105 (EDMNY. 1005
Haoweaver, In the instant case, couns#] for AHP falled {0 taleo reasonable precamions to pressrve
anty piivileyges after it was reasonably on notice that privilaged documents may have been
produesd  When Lley was asked ahout the ariging of five of the nine decuments, eounsel for
AHP was an notiee that market forccasts @nd related marketing documents had been produced
and showld have made inguirics at thar time into whether theze docorments and other related
documents - like the oter market ferecasting documents that had becn withbeld as privilogzd -
were alsu privileged. Accornlingly, the reasungbleness of the pracautions factor weighs io fayor
of waiver.

Becond, AHP did pot fake steps to rectify the production ermor in 4 reasonanle ime.
"Drelay in gsserting the poviege ean reqult in waiver." Crace Children’s Produces, fnc v.
Diregeler, 1995 U8, Dist. LEXIS 8137, *19 (Fune 14, 1993, Trangonie Systems. Juc. v. Non-
Imvasivemedionl Tech, 192 FR.ID, 710, 715 {0, Ut 20000 {"In the context of inadwvertent
diselosores, courts have requirsd parmies sselang the rehorm of 2 document o 2ot timely™). The
doenrrents were produeed In Febroary or March 2000, Shaheen Decl &Y 7. D1 Dey was asked
10 testify zhow: e origins of five of the pjina dispated decuments in Cgrober 2000, Shahesn
Decl. at § 7. Counse] for AHP did not assert privilege when Doy was asked ghoit the documeants
in his deposition. Shehecn Tecl, at T3, After Dey was questioned about five of these
documents, AHP was clearly on notice that there may bave Leen a problemn with the documents
produced. Comsel for AHP did not inguire indo the arfgins of the documents immediately
following the deposition of Doy, but instzed waited cight months, wntil July 2001, and then, only
in responge (0 Complaint Ceunsel’s deposition natice seeking testmony abowt five of the nine
docwnents. See Declaration of Cathy Hoffiman, {“Hoffman Desl.”) at §2. By this time,
Complaint Coemssl had already provided five of the docunents ta s ecanomic expert. Aporl
Deel. 2t 5. This delay of azserting privilege nearky 2 vear and 2 half after produetion and eght
months after notice of Camplatnt Covngel’s yac of the dodmments weiphs heavily in Bivar of
WHRIVET.

Third, the scupe of the producton weighs sliphtly in favor of AHF, bur does not require 2
finding of non-waiver. Counsel for AHP revicwed more than 100 000 pages of documents
loatdng for respansive materia) and produced more than 27,000 pages of documents o the FTC
duzing the pre-complaint investigation, Shahocn Decl. at ' 3. The sizs of production alons does
not dictate a finding in APz favor. “As the number of documents grows, so too maust the lovel
of effor; increags to aveid an inadvertent disclosure, Failare to meet this leve] of «fort invites
the infetencs of waiver.” Mew Bank of New England v. Marine Midlard Reelty Co., 138 FRID.
479, 483 {E.D. Va. 1991). Furtharmore, coutea! wag oot wader unduly burdensonme time
congiraints, as it produced docurnents on a reiting basis thiree ta four months alter 7t was scrved

th
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witla the FTC s subpoeng duecer fecies, Shaheen Decl at PT2,7. Se2 PO Crcles, T84 T ED. atl
T8 considering the luck of ¢me consuaines™ an? (oding waiver).

Fourth, the cxtent of disclosure iz complete. Jn re Grand Jioy Ievestipation, 142 F R
276 (MDD NG 1992) {diselosure complet: where company tumed documents over to an
inmvegtigator for the povenunent). “A limdted disclosurs resulting from glancing at an opan fils
drawer or degignating documents for copying sy not justily a finding of walver when the party
daes ot know the essettee of the docomear's conterts. However, when disclosurs is complers, 2
ot rder cannot restore confidenriality and, at hast, ean anfy attempt to ragtrain further
erasion.” Parkway (raffery Furnimre, e, v, Kelimger/Pennofveeno House Group, Inc,, 116
FR.E 46,5132 (MDD IN.C, 1987 Complaint Counse! has read, apalyzed, andwsed the
docureds. Moreover, Complaint Coumnsel provided five of the nine the documenls and the
transcapt of Dey' s teslimory Lo Professor Bresnahan, Cormplaint Counsel’s econome: expat,
February 200, long befue AHE claimed prvilege i the documents in June 2001, Apocd Decl.
9 5. Dresnrhan cifcs to s=veral of the documents 0 ks repo. Expert Report of Professer
Timothy Beesnzbhan ot A11-Al4, Thus the extont of disciosurc Is complets and this fhetor
weighs 'n faver of findine walver. Sec Morine Midland, 138 F.E.D. at 480 (inadvertently
disiloged document marked az an exchibit at a depasition); Golder Falley dderowave Foods 132
E.RD, at 209 (documant slr=ady ue=d in other discovery ipcluding depositions of e panty’s
emplovaed),

Fifth, sonsideradons of fajrpess and the palicy bohind the privilege weigh io Bvar of
finding that the pnivilepe was waived. “Whether imdamental fuirness weighs for 61 against
waiver largely depends un the exlent of reliapee the perly has made oo the document in the sasc.
F.C Cyeles, 184 FR.D. at 78-7% (citing Godden Faliey Microwave Foods, e, 132 F BRI, &t
202 (fairnezs required vee of an inadvertently produced letier since it had already besn used in
depoubions of opposing side’s emplovecs); Bud Ande, fnc v Grow-Tech foe, 131 FE D, 179
{N.D. Cal. 1990 (faimess requited a finding of waiver begause defendants had agalyzed
docurnent and had possibly disclesed it to experts, and had shown strony relisnce on it for fheic
defense), Complain: Counsal agserts that it har reliad oo the documents n the pre-complaint
investization and in mal prepariion prior o AHF s zssartion of privilege. Opposition at p. 36,
This relienee was justifiable as nothing on the face of the docwments sngzests that the Focmmenns
mrght be privileged. Complaint Counge] further asserts that Bresnahan based his exper! bpoion
in part gn severpl of the dispired Cocrments. fd at p. 38, Complaint Counss] asserts thay if
Bresuaban is bared frum discussing the docurments and at trial is asked about the bases of his
0pivions, he may not be alls o answer fufly. Bevause Complaint Counsel would be prejudiced if
net allowed o vse these dosuments on whicl, it has reasouably celisd and Lecause AHP did wot
act reasanably in wisintaining and assetting any privilepss, considerations of fairness and the
policy behind the privilege weigh in Bavor of finding that any priviloges were waived.

-
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AHF has not met ifs barden of showing that, under the tatality of fhese circumstrncas,
AHP diel not waive any privileges. Acrordingly, AR has waived its right w assert the work
product or 2torney—client privifeges as to these nine documrents and w6 Diey's Leslimony regarding
Ove of the docements. For the above stated reasone, AHP's motion js DENTELL - Althougs AHT
iz found w have waived any privileges. this order dowes no consuTuts a ruliog on whetler the
documentz will be alfords] /n camera reatment,

ORDERED: E_M{LM .
y D. bdicha=l Chappe

Administrative Law Jndge

Date: Juoeary 15,2002






In the Matter of
R.J. REYEOLDS TCEACCO COMPAWY, INC., a corpowation.
DOCKET NO. 5206

ORDER GRANTING MCOTION O R.J. REYNOLDS TOEBACCO COMPANWNY, INC. TO DISMIES
COMPLATINT AMND TO STAY PROCEEDINGE PENDING DISMISSAL

By moticn dated June 26, 1986, respondent R.J. Reynolds Tobacco Company, Inc.
{"Reyrolds") aeeks dismissal of the complaint on the grounds that: (1) the
Commission lacks subject matter jurisdiction with respect to respondent's
editorial ad "Of cigarettes and science," and (2} this proceeding is an unlawful
attempt to enforece the Federal Trade Commission Act which viclates
coenstitutional requirements of separation of powsrs. Respondent also seeskz an
‘mmediste skay of this proceeding pending dismiasal of the complaint by the
Commigsicn. [FN1] By angwer dated July 17, 1986, complaint counsel oppose
regpondent's moticn. [FR2] Respondent was granted leave to file a reply. [FN3]
2n mral argument on this matter was heard on July 22, 1286. The adminiastralive
law judge has determined that: ({1} respondent's motion to dismias should be
granted for the reason that complaint ceunsel have failed to demonstrate thax
Reynolds' cditorial ad "Of cigarettes and scienece," the only ad challcnged in
the complaink, is commercial speech subject to the Commission's Secticn &
surigdiction; (2} respondent's separation-of-powers argument is without merit
and sheuld ba rejected; and (3) a limited stay of procesdings pending dismissal
ghould ke granted, for the reasens more fully set forth hereinbelow.

FN1 Motion of R.J. Reynolds Tebaceo Company To Dismiss Complaint And To Stay
Procesdings Pending Dismissal, dated June 26, 1956. Respondent's motion is
accompanicd by Affidavit of Ployd Abrams, dated June 25, 12846 and Memorandum of
Law of R.J. Reynelds Tocbacco Company In Support OF Tts Motion To Dismiss
Complaint And To Stay Froceedings Pending Diemigsal, dated June 26, 1984,

FN2Z Memorandum Of Law In Opposition To Regpondent's Motion To Dismies Complaint
and To S8tay Proceedings, with Attachments A through C. Attachment A& comprises
affidavit of Demmis L, McNelll {"McNeill Affidavit"}, which is accompanied by
Exhibkits 1 through €.

FN3 Reply Memorandum of Law of R.J. Reynolds Tobacceo Company In Support Of Its
Motion Tc Dismise Complaint And Te Stay Proceeding Pending Dismissal, with
Lrtachments A1-3, and filed July 21, 19B6.

I.

It iz well seckled that, under the provisiens of Section 2.22{a}l of the
Commission's Rules of Practice In Adjudicative Proceedings, the administrative
law judge hag authority to rule upon a dismissal motion in cases where the
motion challenges the Commission's jurisdiction or power to issue the complaint,
as distinguished frem those where the motion challenges the Commission's
administrative determination of the public interesr question related te issuance
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of the complaint. Crush Internatiemal Limited, et al., 80 F.T.C. 1023, 1024-23%
(1372} . Here, respondent's wmetion is a facial attack upon the Commission's
jurisdiction or legal power te issue the cemplaint and, therafere, the
adminizerative law judge has the authority and duty to rule upen it.

IT.

In thiza case, the complaint alleges thabt respondent'e advertisement "Of
cigarettesz and zcience' containz certain false or misleading claims in visolatier
of Section 5 of the Federal Trade Commis=ion Act. The advertisement in
question, which deals with the controversial issue of swmoking and health, is on
ita face an editorial placed by Revnolds in a number of newspapers and news
magazines. In this respect, this is a case of firet impression in the history
of the Commission's Section 5 enforcement.

F

The parties agree that the s0le issue raised by Reynolds' motion to dismizs fFor
lack of subject matter jurisdiction is whetherReynolds' editorial ad "Of
cigarettesa and acience" may properly be classified as commercial speech, which
enjoys & limited protection of the Filrst Amendment but is nevertheless subjec:t
to government regulation, including Secticon 5 of the Federal Trade Commission
Act, or noncommerclal speech, which iz fully protected by the First Amendment
and ordinarily lies beayond the power of govexnment regulation, ineluding Section
5 of the Federal Trade Cotmission Act. See Virginia Pharmacy Boaxd v. Virginia
Congumer Couscil, 425 U.8. 748, 7EE-62 (1976); Caentral Hudeon Gas & Electric
Corp. v. Public Service Commission, 447 U.S. EEY, S562-63 (1%80); Bolgar w.
Youngs Drug Produets Corp., 463 5. &0, &4-8L5 [1%83); Zauderer v. Qffice of

Displinary Council, 471 U.S5. . {1985}, 53 U.S.L.W. 4587 (May 28, 19%AR%).
Pacific Gaes & Electric Co., v. Fublic Service Commission, 106 §.Ct. 9503 (198&),
£4 U.S5.L.W., 414%, 4151 {February 25, 1586); Condado Hollday Inn v. Tourism Co.,

Ko. 84-1803, decided July i, 1986, 54 U.S.L.W. 4956, 4959-80 (June 24, 1986) .
Txr, 12-13, 22. BAlsc sce 2A Moore's Federal Practice, § 12.07 [2.- 1} (1988

ed.].

Howavar, the parties are sharply divided as to whether Reynolds' ad belongs to
the former category of speech or to the latter. Respondent contends that the ad
i1z on its face an editorial which expresses Reynolds' opinion or comments on
smoking and health--a current and centroversial public issus--and, as such, is
noncommercial speech. Complaint counsel, on the other hand, assert that the ad,
in spite of its editorial format, is in fact a promotional ad which iz targeted
to smexers and contains misleading and deceptive claims and that, therefores, it
ia commerecial speech.

E.

The term "commercial speech" does not admit of a precise or neat definition.
The Court haz generally employed a "common sense" distinerion and ruled that ar
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expreasicn which deoes no more than propose a commarcial transacticn or promote a
product s commercial speech, while speech which has no slement of a commercial
or goes well keyond proposing = busincss transaction or discusses mattcrs of
public concern, is nmot. E.g., Virginia Pharmacy Board v. Virginla Consumer
Pouncil, supra, 425 U.5. at 758-61; Central Hudson Gas & Electric Corp. wv.
Publie Service Commission, supra, 447 T.S. at 561-63; PBolger v. Youngs Drug
Products Corp., supra, 463 U.2. at &4-£5; Pacific Gas & Electric o, v, Fublic
Sarvice Commission, supra, 54 U.S.L.W. at 4151, Applicatiopn of this common
gonse dietinction, however, is not easy in all cases.

The Bolger case 1s instructive in this regard. Bolger invelved classification
of certain printed material related te prophylactics and proposed for mailing
threugh the Unitcd States Mail by Youngs which manufacture Trojan-brand
prophylactice. Bulk of the material was on its face commercial or promotional.
Howeawver, the material included two informatiomal pamphlets. Focusing on the
pamphlets themselwves, the Court noted that the cone titled "Condems and Human
Sexuality' gpecifically referred to a number of Trojan-brand condoms
wanufactured by Youngs and described the advantages of each tyvpe. The other,
titled "Plain Talk about Venereal Disease," {Bi{tachment € of complaint counsel's
July 17, 1986 Memorandum Of Law In Opposition), the Court noted, discussed
prophylactica witheut specific reference to Trojan-brand condeomsa, and the only
reference to Trojan-brand condoms appeared on the bokttom of the last page where
Youngs was c¢learly identified as the scurce of the pamphlet and alsc the
distriputor of Trojan-brand progphylactics. See 463 U.5. at 66-67, n. 13, We
note that the pamphlet alse contained statemants extolling guality control
practiced by ethical condom mamufacturers aznd discugged a number of desirable
product atkributes of condoms, including gafaty and effectiveness in preventing
venereal diseases and unwanted pregnancies, sase of use and seneitiwvity. [FN4]
Against this background, the Court ruled the two informational pamphlets were
commercial speech. Before esg corcluding, however, the Court discussed three
salient characteristics of the two pamphlets. In the language of the court (463
TU.5. at &7-68):

FN4 "Plain Talk Zbout Venersal Disease," Attachment C cf complaint counsel's
Memcrandum Of Law 1n Opposition, dated July 17, 1586, p. 7.

... The mere Eact that these pamphlets are conceded to be advertisemenks
clearly does not compel the conglusion that they are commercial speech.
[Citation] Similarly, the reference teo a specific product does not by itself
render the pamphlets commercial apeech. [Citation] Finally, the fack that
Youngs has an economic motivation for mailing the pamphlets would clearly be
insufficient by iteelf to tuwrn the matcrial into commercial speech. [Citation]

The combination of all these characteristics, however, provides strong
support for the District Court's conclusion that the informarional pamphlets are
properly characterized as commercial speech. The mailings constitute commeraizl
speech notwithstanding the fact that they contain discusgions of important
public iasues, such as venereal disease and family planning. We have made clear
that advertising which rlinks a product tc a current public debate' is net
thereby entitled to a constitutional protection afforded noncommercial speech.
Centrzl Hudscn Gas & Electric Corp. v. Public Service Commission of New York,
447 U.5. at 503, n. 5 [emphaesis in original].
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In Central Hudson, supra, Justice Stevens, with Justice Brennan joining,
articulated his concern that, because commercial speech is afforded less
constitutional protection than noncommercial speech, "it is important than
commercial speech concept not be defined too broadly lest speech degserving of
greater constitutional proctection be inadvertently suppressed." 447 UU.5. at 57%¢
lconcurring opinion of Justice Stewvens, Justice Bremnnan joining) . There Justice
Stevens further stated that " [w]hatever the precise contours of the concept [of
commercial speech] ... I am persuaded that i1t should noet include the entire
rangse of communication that is embraced within the term 'promoeticnal
advertising.' " Id. Taking particular cognizance of this concern, the majority
of the Beolger Court emphasized its wview that, on the kaziz of the resord before
the Court, che case did not involwve any speech of that seort. The Court
gspecifically noted that "the [Public Berviece] Commi=sion's Policy Statement
excluded 'ingstituticnal and informaticonal' mesgages from the advertising bhan,
which was restricted Lo all advertising 'clearly intended to promcte saleg.!
44% U.8. at 562, n. 5.

Bafore we procesd to Reynolds' ad, we need to discuss National Commiasion oz
Egg HNutrition, 88 F.T.C, 89 (1876}, aff'd, 570 F.2d 157 {7tk Cir.1977), cert.
denied, 435 U.8., 821 (1%78) {"KCEN"), where generic advertisements of eggs by a
trade agecociation without reference to specific brand names were clasgified as
commercial speech by the Federal Trade Commission.

In NCEN, the administrative law judge., focusing on the nature of the National
Commissicon on Bog FNutriticon and its ads, including an ad ticled "Choleatermsl and
the Bag: A Mystery" ("A Mystery" ad), [FN5] concluded that all ads challenged
in that proceeding "are part of a promotional campaign for the purpose of
inducing the sale of eggsa." [FN&] Smecifically referring to three ads
{including the "A Mystery" ad), the adminiastrative law judge stated that these
ads "expressly state that every cell in the body regquires choleaterol for lifev
(emphasis added) and two of them {again inc¢luding the "A Mystery" ad) "further
state that cholesterol is the building block of sex hormenes." Since the
gubject matter of the ads is eggs and their benefite, the representation
communicated, the administrative law judge found, "is the body need for distary
cholesterol, such as in eggs." See Initial Pecigion Finding.47, 88 F.T7.C. at
116. The Commission adopted the administrative law judge's findings, including
Initial Decision Finding 47, and ruled that the NCEN ads constituted commercizl
spcech, and the Seventh Circult agreed. {FH7]

FW5 This ad is Attachment D of complaint counsel's Memorandum QOf Law In
Cppoeitinn and appears to be the ad degignated and discussed as €X 1 in 2B
F.T.C. at 1E6-57.

THG In the administrative law judge's own words (88 F.T.C. at 1%6-57) :

The advertisements challenged in this proceeding are part of a promeoticnal
campaign for the purpose of inducing the sale of eggs. The campaign was
developed by NCEN and its agent, Weiner, to combat and strike back at adverae
pabiicity concerning eggs caused in part by the statemcnts of health
organizations and the medical profession recommending decreased egg consumption
because of cholesterol and its possible link to coronary heart dizease, and by
the advertising of companies which manufacture and ssll Froducts competitive ko
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eggs, such as cholesterol-free egg substitutes and other breakfast foodsa. Tre
egg industry believed that the anti-cholesterol and anti-egg publicity has
rauced severe economic loss to the industry through a desline in sales and per

gapita consumption of eggs. [Citatien]

While the advertizements and booklests diggeminated by respondenta carried
information concerning cholestercl, it is ciear that the thrust of the
advertigemerts and booklets was to malign the existing medical recommendatioms
eoncerning egge and chelesterol and to promotfe the benefits and safety of eggs
ag a food product. The advertisement carried a consumer-oriented theme that
eggs are both safe and nscessary. The incompleteness and falsity of the
cholesterol message lends support to this conclusion since it appears the
materials were designed to convey & "quick and attention-getting approach" te

the consumer {120A] .

1202 was apparently a reference to respondent’'s document which discussed the
gseries of NCEN ads invoelved in the proceeding.

FNY &8 F.T.C. at 197; HNatiomal Commlssion on Bogyg Nutrition w. FTO, 570 F.2d at
1482-63.

Complaint counsel comtend that Reynelds "Of cigarettes and ecience" is zimilar
toe the information pamphlets in Bolger and MCEN's "A Mystery" ad and that Bolgez
and NCEN require the conclusion that Reynolds' ad is commercial spesch. We
disagree.

C.

Unlike the informational pamphlets discuseed in Bolger, Reynolde' ad doeg not
name any brand name or list prices or discuss desirable attributez of a product
or show where the produect may be purchased. TUnlike the HCEN ad, Reynolds' ad
doeg not contain any express promotional language or any statement which is even
remctely comparable to the express and implied claims found in the NCEN ad such
a8 "There i= zbsclubtely no scientific evidence that eating eags in any way
increases Lhe risk of heart attack" or "you need cholestercl® {emphasis in
original} or "Bvery cell in vour body requires cholesterol for life and
cholesterol is the building bBlock of sex hormonsas,®

In seharp contrast, Reynolde' ad is an editcorial in format and expresses
Reynolds' opinien or point of view regarding the scientific method, the MR FIT
study (a malti-risk factor clinical study of heark disease mortality) and the
smoking and health controversy. It says "{wle at R.J. Reynoclds do not glaim
[the MR FIT] study proves that smoking doesn't cause heart disesase. But we do
wigh teo make a point® and concludes by stating its cpinion that "the controversy
over smoking and healtk remains an open one." To argue that this editorial ad
is similar to the informational pamphlets in Bolger or to the NCEN sd is
contrary to reason and common Sense. From a common Senade approach, Reynolds!
"Of cigarettes and science" is clearly an editeorial; it is not commercial
speech by any etretch of the imagination.

Complaint counsel contend, however, that Reynolds' ad cannot bc properly
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classified by common sense distinction. They argue that, instead of focusing cr
the ad Ztzelf, we need to go bahind the ad and resort to such extrinsic evidence
as expert opinion and Reynolds' internal documents relating to Reynolds' intent
and motive in desigoing and dissemimating the editerial ad in order to discorn

its true meaning. [FNE]

FH& The Commission and courts, however, have conglgtently held that the intenk
or motive of an advertiser is lmmaterial te the determination of an adrs
meaning. E.g., Jacob Siegel Co. w. FTC, 150 F.2d 751, 755 {(3rd Cir.1944); Gulf
¢Ll Corp. v. FTC, 150 F.2d 106, 107 {5th Cir.19%945); Bankers Securities Corp. v.
P, 287 F.2d 403, 408 (3rd Cir.10617; Raycx Corp. v. FTC, 217 F.2d 250, 292
{Znd Cir.18£3); Montgomery Ward Co. v. FTC, 3792 F.2d 466, 670 (7th Cir.1967).

and in none of ths commercial spesrh cases complaint counsel rely on or we are
aware of, the Court went beyond the ads to rezolve the commercial /moncomrercial

speech issue.

Complaint counsel further argue, on the bazsis of the McNeill Affidavit and four
focus group reports attached thereto, that Reyvnolds' editorial ad is in fact a
cleverly conceived cigarette ad which is targeted to smokers and designed to
persuade them not to guit and thereby to provent decrease in cigarette sales.
Viewed thus, complaint cocunsel argue, the ad is commercial gpeech in spite of
its editorial form.

Complaint counsel also argue alternatively, again on the basiz of the McNeill
Affidavit, that other documents are likely tc exiar which may show the true
nature and purpcose ©f the editorial ad to be promoticnal and that, therefore,
this case should be permitted to proceed Lo digcovery and trial. HWHe find 3ll of
these arguments unpersuasive.

Firat, we think the language of the ad is uncomplicated and the ad will bLe
sasily understood by any reasonable reader as an op-ed type plece, not a
cigarette ad. Once so perceived by the reader, he or she will expect teo read in
the ad an expression of opinicn, an advocacy of certain point of view, or even
hyperbole by someone wha may have an ax to grind. The reader will not expect to
find a falr and kalanced exposition or arguments pro and con about the gubject
matter being discussed. And much lesg will he or she expect to read im the ad
truthiul, accurate, complete or otherwise reliable information about a product
sold by the firm who paid for the editorial. This is in accord with our daily
experience and appe=ars to us to be plain commeon senss.

Thug, Reynelds' "Of cigarettes and science” is an editorial ad expressing
Reynolds' point of view on the issue of emcking and health. Some of what it
Bays may not be entirely accurate. What it says may not be a completc story.
Some of what it arguably may be said to imply, may be self-zerving or even
"anti-anti-smoking." However, an editorial ad dees not turn into a cigarette
commercial simply because complaint counsel find that the editorial ad suffers
from any of thess infirmities and thersfore is cbijectionable.

Second, it follows frem the above discussion that editorial or noncommercial
zpeech, such as Reynelds' ad, does not lose the full prolection of the First
Amendment simply becausc it contains inaccurate or incomplete information, or
some language which may arguably ke construed or misconstrued to imply a
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promotional message, or some other message regarded by cemplaint counsel to be
contrary ta the public interest or otherwise cobjectionable. Pacific Gas, 54
71.8.L.W. at 4151. Here, the ad dees not contain any express falsehood or
misleading claims. What may be argued toc be implied therein 1s consistent with

"a Failr comment." [FKI]

FNS Any other rule would gurely inhibit the exercise of free spesch by business
firms with respect to any public issue affecting their business or products iest
they be held aceountable for the rruthfulness, accuracy, completeness or
fairness of their comments or opinions or of something that iz said to be
implied in their editorial ads--a prospect incompatible with the First Amendment
and in conflict with Conasclidated Edison and Pacific Gas.

Third, with due regard for Dr. McHeill's professgional qualifications in the
fielda of marketing, consumcr psychelegy and ceoneumer behavieor, we are
conatrained te conclude that hig opinions [FN10] regarding the ad, its purpose
and meaning et forth in McNeill Affidawvit are not supported by the ad iteelf
and the fsur facusz group reports (Exhibits 3-6 of MoNeill Affidavit), [FN11]
which form the foundation upon which his opinions are based.

FN10 Dr. McNelll views the editorial ad as a cleverly conceived cigaretts
commercial which is targeted to smokers and designed to persuade them not to
gquit amoking, and is aimed at walntaining the current level of cigarettc aales.
His wvisw appears to have been strongly influenced by the fact that such a
megoage would coincide with Reynolds' economic interest. In any event, he
appears to reject the notion that a firm like Reynolds may wish simply to
express its point of view about the smoking and healrh issue and totally
disregards the clear language contained in Exhibite 3-6 which show thar wae in
fact what Reynolds intended. Aleo see n. 14, infra.

FHN-:1 Exhikits 2 through ¢ attached toc McMelll hifidavit. Exhibit 3 iz a draft
report on a number of proposed "public issue" ads, including an ad titled
"DEBATE, " which Dr. McNeill =ays is similar to the "0f cigarettes and science®

ad challenged in thig case.

Contrary to Dr. McNeill's opinion, the four focus group reports {Exhibits 3-g)
tend to show that the so-called public issue ads were intended and degigned to
"express RJR's viewpoints on smoking issues to the public, ™ including "issues
such as courtesy, fire safety, teenage smoking, passive smoke and primary
health" (see, e.g., Exhibit 3, p. 1, under the heading "EBackground"}, [FN12] In
my view, the language of "0ZI cigarettes and science," read in light of the four
focus group reports cbtained from Reynolds, amply demenstrate that the ad is
what it appears to be--an editorial ad intended to express Roynoldsa! cpinion
regarding the smocking and health controversy. Viewsd in light favorable o
complaint ¢ounsel, the four focus group reportes are still consistent with the
conclusion that the ad is what cotmon sense tells us it ig--an editorizl ad and
noncommercial speech. [FN13]

FN12 For the othe; three focus group reports, see thes corresponding
"BACEGROUWND" szecticna which contain similar words to the same effect., Exhibits
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4, p. 1; 5, p. 1; &nd &, p 1.

FNl2 We obeerve in this connection that complaint counsel's heavy reliance uoen
an expert affidavit in gearch of hidden meanings buried hetween the lines of the
ad to support their pesition is tacit yet teliing admission on their part that
from a common sense point of view the ad is not commercial speech.

Complaint counsel vigorously argue that the ad was intended and dgaigned Lo
persuade smokers not to gquit and that element makes the ad commercial speech.
They would thus brush aside the clearly stated intent for Reynolds' "social
issues" ad series that Reynolds wished to express ite opinion regarding certain
public issues, including smoking and health. We find complaint counsel's
argument unacceprtable. [FN14]

FH14 We also obhserve from the overall tenor of the Affidavit that Dr. McNeill
appears to find it diffiicult to believe that Reynolds might wish to 'express
[its] viewpelnt on smeoking issues to the public® {(Exhibit 3, p. 1}, or to
"express [Ite] viewpoint te consumers and opinion leaders regarding social
acceptability of smoking and key public smoking issues" (Exhikit 4, p. 1}, or to
Yexpregs [itg)] viewpolint on smoking issuea to consumers and opinion leadcrs"
(Exhibit %), or to "expresa [ita] viewpoin:t on smoking issues in newspapers and
magazines" (Exhibit 6, p. 1}, all in order to participate in the public debate
affeciing Reynnlds' product or in hopes of influencing the om:tcome of the debate
in ite faveor,

In cur view, however, such is the easence and function of editorial speech,
and such cditorial speech should not be deprived of the full protection of the
First Amendment merely bescavse its content may arguably be said to ke "anti-
anti-amcking" or may coihcide with Reynolds' economic interest. See Bolger, 463
U.5. at &7. In any event, Reynolds' ad ig different as night is to day from a
commercial "whig¢h merely links a product te a current public debate" or one
designed “to immunize false or misleading product information from government
requlation simply by including references to public issues." See Boloar, 483
U.&. at 68.

We are prompted to ask here whether any business firm ever be able to publish
an opinion in a ncwspaper or magazine ad on a controversial public imsue which
concerng opg of its products without losing the full protection of the First
mmendment and subjecting the firm and the ad to the Commission's jurisdiction.
Complaint counsel's answer to that guestion appears to be ''no,® except for
"extreme cases where they seek to perhaps comment scolely on legislation
[pending] before the Congress or before state legislatures' (Tr. 47). {FN15) In
fact, during coral argument, complaint counsel went on to state [(Tr. 47):

FM15 The Court has held, however, that legitimate subject matters of fully
protected speech or expressicon by business firme are not so narrowly limited,
E.g., Firzst Kational Bank v. Bellotti, 435 U.8, 765, 777 [1978): Consolidated
Ediscn Co. v, Public Service Commission, 447 U.5. 530, 533-35 (v [t]he
Commission's prohibition of discuscsion of controversial issues strikes at {he
heart of the freedom to speak," at 535); Pacifige Gas & Electric Co. v, Public
Service Commi=sion, 106 S.Ct. 9032 {1986} .
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But their direct comments on the single most important product element Lhat
iz of concern to smokers today, the health of using the product [sic], they may
not corment without Commission jurisdiction being inveolved.

We find these statemsnts suggestive of what may be complalnt counsel's unstated
reasons for invoking Secticn 5 in this casc, namely their solicitude for the
public health and wariness of anything a cigarette manufacturer may have to say
about the issuc of sweking and health.

In thiz case, however, their solicitude and sensitivity fly into the face of
the First Amendment's profound hostility toward content-based regulation of
protected speech. The Court has made it clear that reguistion of speach that is
mntivated by a degire to curtail expressicn of a particular peoint of view on
controversial issues of general interest 1s "the purest example® of a law
abridging freedom of speech and is impermissible under the PFirst Amendment,
F.(.C. v. League of flomen Voters, 4568 U.S5. 364, 383-84 (1984}, in the apscncc of
a showing of a compelling state interest. First National Bank v. Bellotti, 435
U.5. 765, 786 {(1578); Consolidated Bdigon Co, v. Publie Service Commissicn, 447

U.S. 530, 537 {1580).
T.

We start with the proposition that the First Amendment means that "government
has no power Lo restrict expression because of its meesage, i1te ideas, its
subject matter or itas conmtent." Police Department of Chicago w. Mosley, 408

U.8. 52, 85 {1572); Bolger v. Youngs Drug Products Corp., 463 U8, &0, &5
f12832); Congolidated Edison v. Public Service Commissicon, 447 U.5. 530, 537
{1980) . And the protection accorded to corporations by the First amendment is

as broad as that enjeoyed by individuals. Corporations "enjoy the full pancoply
of First EZmendment protections for their direct comments on public issuas.®
Central Budson Gas, 447 U.8. hS7, 562, nn. 5. And the fact that the comments
expressed may coincide or promote the econemic interest of the corporate speaker
does neot ciminiszh that protecticn. 3See Bolger, 463 0.5, at &7, ¢iting Bigelow
v. Virginda, 421 U.£. at El&; Cinczhburg +. United States, 238 U.5. 4c3, 474
{1966); Thornniil v. Alabama, 310 U.2. BB {1940).

In thig cage, Reynolds! ad ig on jits face an editorizl expression of Reynolds!
opiniocn regarding & public issue of economic importance. Reynoldas' internal
decumentsa, to the extent availahle to us, show that the ad was one in the
"gocial lssgveg" ad geries wherein Revnolds wished to express its opinion
regarding important public issues, including smoking and healcth. nd, as
discussed hereinabove, Reynolds' ad is clearly distinguishable from the
informational pamphlets involved in RBolger or the "A Mystery" ad in NCEN.
Against this factual record, we are persuaded that the controlling case Jaw
compalae the conclueion that the ad in this case is noncommercial apeech and as
such lies beyond the subject matter jurisdigtion of Section 5.

Admittedily, proper classification of Reynolds' ad iz not an easy task. The
though that it may be poggibla to craft promotional messages in the guise of an
editeorial gives us pause. We are persuaded that this is not such a case. [FN1&]
On the other hand, sny attempt to expand the traditional boundaries of Section &

Copr. & West 2001 No Claim to Orig. U.5. Govt, Works



jurisdiction in order to reach editorial ads which may contain elements
complaint counsel may consider objectionable, asa appears to be the case here, is
likely to produce the unwanted effect of chilling free expression of epinions on
public issues of concern to business fixms which enjoy the full protection of
the First Amendment with reapect to noncommercial speech. And, avoiding,
parhaps not without cceasional cost, all risk of ereding free expression appears
to us to be of an overriding importance. Here the law and facts persuade us to
lean toward freedom of expression, which i so essential to the esntinued
victalicy of free and unfettered debake of public issues of importance which are
cften controversial. [FN17] See Abrams v. United States, 250 U.S. &l&, &3
{1930} (the dissenting cpinion of Justice Holmes); First National Bank v.
Eellottd, 435 U.8. 765 {1578); Consclidated Edison Co. . Public Serviee
Commission, 447 U.E. 530, 533-44 (1%80); Pacific Gas & Electric Co. v, Public

Service Commissicon, 106 5.Cb. 903 [198&8).

FNl¢ The Bolger Court reminded that "adwvertising which 'links a product to a
current puklic debate' 1s not thereby entitled to the constitutional protection
afforded noncommercial gpeech." 463 U.S. at 8. And the Seventh Circuit in
HCEN stated its view that the Court's discussions regarclng the parameters of
commeraial speech “Yextend to false claims as to the harmlessnesa of the
advertiger's product asscrtod for the purpose of persuading members of the
reading public to buy the product." G570 F,2d at 163. We balieve Reynolds' ad
here is clearly distinguishable from the informational pamphlets discuased in
Eclger and the "A Mystery" ad complaint couneel have pointed to in NCTEN.

Complaint counsel contend that although Eeynolds' editorial ad dees not
contain any express claims that are false or misleading, it does contain implied
¢laims which are false or misleading. We disagree., In any event, upon a moticn
to dismiss for lack of subject matter jurisdiciion in this case, complaint
counsel has the burden of demonstrating that the ad is commercial speech by a
preponderance of the evidence. See, e2.g4., Nieves v. Stamford Hospital, 345
F.Supp. 1014, 101& (D.Conn.1272); 24 Moore's Federal Practice § 12.07 [2.-1]
at 12-4¢, n. 7. Here, complaint counsel were granted an extension of time they
faid is needed tc prepare their response to Reyaolds' juriedicticnal challenge
and failed to satizfy that burden. 2nd, the issue of accuracy or completeness
oI comments contailned in noncommercial speesch does not open the door to Bection
5 jJurisdiccion.

FN17 We alsoc believe that any other cutcome in this case is likely to engender a
fear of risicing Federal Trade Commission investigations and CIDs directed to
business firms which may desire in good faith to express an opinien or advance a
point of view regarding a publiec iggue which is related to one of their
products, a resuit which is repugnant te the spirit of the First Amendment. See
n. 2, supra,

E.

Complaint counsel also advance several procedural arcumants, Filrst, Lhey
contend that since respondent's motion is a facial attack on the Commission's
gubject matter jurisdiction, the administrative law judge is required, for the
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UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

Int the Matier of

Scherng-Plough Corporation,
4 COrpuralion,

Docket No. 52697

Upsher-Smith Laboratories, nc.,
& corporation,

PUBLIC RECORD'

and

Ametican Home Products Corporation,
4 corporation

Mt P et N et M M e Nmpart Bt Nt v o o’ N’

MOTION OF AMERICAN HOME PRODUCTS CORPORATION FOR
PROTECTIVE ORDER AND TO COMPEL RETURN OF
FRIVILEGED AND WORK PRODUCT MATERIALS

Respondent American Home Products Corporation (“AHP™) respectfully moves for a
prolective order (i) compelling complaint counsel to return to AHP or destruy =l copies of nine
privileged and work product documents that AHP inadvertently produced during the pre-
Complaint investigation; (ii) compelling complaint counsel to return all copies of the + «++» = =
* deposition transeript of = =« » e« s v 220 0 100 0o v » 5o that testimony about these privileged
documenis inadvertently piven during that deposition may be redacted; (fii) prohibiting

complaint counsel from using the inadveriently produced privileged docmments and testimeony in

1 Pespondent American Home Products Corporation files ils confidential, non-public verston of it Motion for
Pratective Order and To Cotipel Return of Privilezed and Waork Product Materials pursnant to the Protegtive Onder,
entered by Fudge D. Michael Chappelt, on May 10, 2001, in case caption fn the Matter of Schering-Plough
Corparation, Upsher-Smith Laboratories, Inc. and American Home Proehucty Corporation, attached hereto as
Exhibit [. Infas Order Denying AHPs Mortion Seeking Leave To Require That All Briefing Regarding Its bMation
Yor Protective Order Be Filed Under Seal, Tudge Chanpell explicifly eramted Amerean Home Prodocts the autherity
to filc 2 non-public, cenfidential version of s modon for protective order, which is atached hereto as Exhibir 2.



any manner in this case; and (1v) barring complaint counsel from asking any questions at
depositions or at inal related to these inadvertently produced documenis. Respondents Schering-
Plough and Upsher-Smith have agrecd to retum the inadvertently produced privileged documents
and 1o redact those portions of = = - = » ¢+ =~ v+ deposition franseript that discuss the
inadvertently produced privileged docaments.

The attorney-client privilege and work product doctrine readily apply to, and protect, the

documenis ﬂt issuel ------------------------ im e b e e omom oA koA
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AHP's production of these documents durin g the pre-Complaint investigation was entively
madvertent; AHP did not prodace these privileged documents knowing that they were privileged.
{Upon learming that these documents were privileged, AHP immediately demanded their returm.
Applying the five-factor privilege waiver test utilized by this Court in Hoechst/Andrx, there has
besn no waiver of either the aftomey-client privilege or the work product protection. Therefore,
this Court should compel complaint counsel to return the privileged documents and testimaony
and bar complaint cuunsel_ﬁ'um eliciling furiher testimony relaling to (these documents or using

them as evidence in any manmer during the conrse of this proceeding.



BACKGROUND

1. The Nature of the Inadyertently Produced Documents

A, The Underlying Paieni Infringement Litigation

This gase challenges an agreement that AHP entered into with Schering-Plough
Corporation {“Schering™) in settlement of a patent infringement lawsuit that Schering brought
against AHP.? The lawsuit was filed on February 16, 1996, At the behest of the federal judge to
whom the case was assigned, the parties engaged in settlemeant and mediation negotiations and
discussions, including many with 2 magistrate judge, in late 1996, at certain periods during 1997,
and inthe frst half of IOUR. s+ e v s erasnraonavanasaa srissaaanan ceresen
------ # = + = = «_These settlement discussions led to a tentative agreement to settle the case in
January 1938 and a final seltlemen! agreement in Juns 1998, Qutside counsel for AHP in that
lawsuit was Paul Heller, who formerly was a member of the law firm of Kenyon & Kenyon but
1B now deceased, o er e n e ma . The principal in-house counsel responsible for coordination
of the litipation with outside counsel was Lawrence Alaburds, whose title at AHP was {and still
ig) “Litigation Counsel — Patents.” Sge » ¢+ + « ¢+ The principal AHP business person
respongible for the lifigation was Dr. Michael Day, who at the time was the President of BESI
Lederle {“ESI™), the AHP unit that mnanu factured and sold generic drigs, Seg =en e naes v

B The Privileged Docoments

Dhuring the course of the palcnt infingement lifigation, AHP®s counsel and AHP
representatives communicated witheachother sr+savssvessiraissrrnr oty

EEREREREE R LR R . and those communications were reflected in

ey Pharmwcenticals, Tng, v. ESI-Ledede, Inc., Civ, Action Mo, 26-1219 (L. Pa.),



written documents. ‘This motion ralates to nine such documents” *+ === s raasnannas
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As descnbed in those =+ = = =« = » « gach of the nine docuwments at issue here refleots
cornnunications to the chent from counsel and from the client to counsel for the purpase of
giving and receiving legal advice and services, See === =vrrerrrererearesrean
se==srs=mssnsareae= Bach of the documents af issue was prepared solely at the request of
counsel and for the purpose of assisting counsel in the patent case and was not created for any
bUSiness pUIPOSe. See == rerrarssanaacnanacastsrasarontrosneona B
would have created these types of financial documents in the normal course of its busingss only
for products for which it was budgeting, and during the patent Litigation it was not budgeting for
the 20 mEq potassivmm chlotide product, Seg ree e v e v v vsnvvna v Moreover,
five of the nine privilcged documents =+ s+ s s vt n e v e rar e naasrsaensnans
rreesreevaaresrane e ennseaalza contain the mental impressions and thought
processes of ATIP s counsel. Seg »=evvecarneacnas

D‘}cumentl-ll-'-l'_Tmsdﬂcmentiiiillii'lliiiiiill-l-lil---ll-
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bit. Helier of Kenyon & Eenyon passed away aftcr the conclusion of the patent litigation between AHP and
Schening, hur hefore the FTC commenced its investigation of the selement agreement.
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= s = enae This document was ceeated solely i relation to the ongoing patent litigation,
and solely at the request of counscl to assist counsel in advising AHP/ESI, and not for any
business puspose. == === rsraa,

Documents 2,3, and d; «se-sssssaasaansnansarsasnsesnrs These
duumﬂntﬂm|oo--o-.ns--------p-.-...uloo--n.-----------gua.
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+ » ++ +»_ These documents were prepared solely at the request of counsel Lo assist counsel in
connection with the patent litigation and not for any business purpose. *+s s s s s mmn s,
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ill--lllll-li-li-liil-lltilltliiiii-llliiilli_Theseducumentswercnﬂt
created for any business purpose, but were generated solely at the reguest of counsel (o assist
counsel in comnection withthe patent suit, +a s+t rsaar s esns v,

Document : --------rt--i---rﬂﬁsdocuﬂlﬁntis rhw s hwrr hwE s En oA

& B B & B B E b gOE & ¥ N E F 4N E RN EE R E S EF EEEEEEE & FEEEFEE AN EE A S EEE S NS EE R
w4 b * kY FFa R F A AR DR R AR R R E TR AR YRR PR Ad
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= =+ ===+« Thiz documcnt relates solely to the patent miTingement lawsuit between ESI and
Schering, was creafed solely at the request of the attorneys for AHP/EST to assist them in
rendering legal advice about the patent litigation to AITP/ESI, and was not prepared for any
bUSiness pUFpose, + s samsaastrnnan
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* Wyeth-Averst Laboratorics, Ing. is a business unit of AFP.




terrersareasresssnsasarmrannnasasansanasnsannse This document was not
credled for any business purpose, but rather was generated solely to assist counsel in providing
advice to AHPYESI regarding the patent infringement suit between ESI and Schering, ==-- = -

+# % m @ &N FEEwWEEBRESE§E&

Duﬂllmmlg: '.lI"IIiI.ii‘ThiSdacummt!1!‘#!...'1‘..?!.1!#.1‘1

m 4 & F > 5 4 F &% A NS E N EEEEJ S S &4 S &4 & & d S 4N & & dE A& FE R &AESJEFEE S FESES ST EEARR



& 4 & ® 4 4 ® & 4 F B S F N EE N EEEEESEEFEEEEEEFJFASE & A& AFFEEEFEE NN FAERN b oaaonEa
--------------------------------------------------------------
-----------------------------------------------------

4 B B E 2B EEBEJFSE4FESESEESESSEFSFEWY FSESE A S EEEEFYEEEEE RS A EEFAE A NN bAoA

» » = = This document was prepared at the request of counsel, sotely to assist counsel in

councction with the patcnt itigation and not for any business purpose, ++ 2+ +rr 210 as
11 Enadvertent Production of and Testimony Ahooei the Documenis -

Al The Circomstances Surrounding Inadvertent Production

In responsc to a subpoena duces teeum that the FTC issued to AHP on November 5,
1999, counse] fer AHP undertook an extensive search for documents, examining the files of
several persons at the cotmpany and its divisions, as well as many of the documents produced in

the underlyimg patent litiganon. Seg - ==+ r v s rrerrrrerrrrrainreranas

=+ =+ =+ Counsel for AHP reviewed more than 100,000 pages of documents looking for

responsive material, and produced more than 27,000 pages to the FTC during the pre-Complant

mvestigation, Scg = )
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R LR NN RN ***f'.Howwer,whandocumentswcrcpmdur:ed
to the FIC in and around February and March of 2000, counsel for AHP in cherge of the
production, » ¢« 14« = » » +_did not realize that some of the market forecasts and related
documents that were being produced — namely, the nine documents described 2bove — had been
prepated at the request of counsel during the patent infringement lawsuit and were privileged
from disclosurc. See = = + ¢ = = = =, At the iime the prvileged documents were produced to the
FTC, sansvsessywasnotawarethat s v+ e nas s v rasevaevs s had requested that
these documents be prepared to facilitate their provision of legal advice and services to AHP.
Beg + ¢+ + v v« Agset forth below, AHP and its counsel did not leam that these documients were
privileged, and therefore inadvertently produced, until iy 2001, See eererr s roenvran

B. Testimany About the Privileged Docemenis

On + =+ » ==+ -+« during the investigative phase of this FTC proceeding, the FTC
took the testimany of » « + « « «_ Priorto the deposition, Amold & Porter lawyers met with « « «

----- regarding his upcommg investigational hearing, === s e aan
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the documents at issue in this Motion, specifically, those marked as + « = Exhibits 1, 4 - 6 and 8.
During his testimony, + ¢+ == « was unahle to racall why these documents were ereated, who
at the eompany had prepared them or to whom they had been distnbuted. Seg - = = Dieposition at
pp. 33, 77-79, 104-07, attached herato as Exhibit 8 Because = = = = was unable to remember the
origins of the documents marksd as - -+ « - - Exhibits 1, 4 - 6 and § during his deposition,
tsrameas Bagersarvrresanaesss Arcandingly, counsel for AHP angd =~ - - - -
did not ohisct to questioning about the documents, and = = + « « testified about them.

I11. Discovery of Privilered Nature of Docamenis and Attermnpts (o0 Retrieve

On June 25, 2001, complaint counsel served on counsel for AHP a Rule 3.33(¢) Notice of
Deposition, which required AHP to produce a witness to testify about the documents marked as
Exhibits | and 4 -8to « ++ « -+ + + deposition. See Notice of Deposition, attached hergto as
Exhihit 9. During the month of July, Arnold & Porter undertook an investigation to identify the
company represcntatve most knowledgeable about these documents and io determine answers to

the questions posed in the deposition nolice. Sgg s+ v sstrerv s rnarronssnaacarse,
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After confirming the priviieged nature of the documents at 1ssue, AHP™s counsel
imimediately notified complaint counsel of the inadvertent production and reguasted the prompt
return of the documents, as wellag === - - deposition transcript. Seg Exlnbit Ato » e v o s

v Letter from Cathy Hoffman to Andrew Ginshurg, dated Juty 20, 2000, On JTuly 24,
conplaint counsel Bradley Albert called Ms. Hoffman to request more information about the
- grounds for the assertion of the privilege with respect to these documents. The next day, AHP
counscl supplied & more dotaiied explanation of why the documents arc protested by the
attorney-client privilege and work product doctrine. See Exhibit Bio s v v s« v 2 v a e [ etter
from Cathy Holfinan 1o Bradley Albert, dated Tuly 25, 2001.° On July 27, complaint counsel
refused to retiun any of the documents, claming that there 18 nio eredible argliment that the
documents were disclosed inadvertently,” that they “are under no obligation to return materials
which on (heir face appear to be non-privileged business documents,” and that AHP had walved
any privilege. See Exhibit Cto « » ¢« =« ¢ v v v o = Tetter from Bradley Albert to Cithy
Hoffman dated July 27, 2001, Complaint counsel indicated that they expected AHP to cather
produce a deposition wiiness or petition the court for a protective order. Sce id.

ARGUMENT

L The Inzdvertently Praduced Documents are Protected by the Attorney-Clicnt
Privilege and Work Product Doctrine

A, The Attorney-Client Privilege Applies o Each Document
The documents at issue are protected by the attomey-client privilege. As the United

States Supreme Court noted in Upiohn Co. v. United States, 449 U.S. 383, 389 (1951), the
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purpose of the attorney-client privilege is to encourage full and frank discourse between
attorneys and clrents, whrch therchy promaotes adherence to the law and admuinistration of justice.
The attorney-client privilege protects confidential communications that are made by a

client to his lawyer “where legal advice of any kind is sought.” See Rehling v. Citv of Chicago,

207 F.3d 1009, 1019 (7th Cir. 2000). Coaununications made from an anomey to a client {or the
purposes of providing legal advice are also shielded by the pnvilege. See Upjohn Co., 449 115

at 390 Andritz Sprount-Bauer. Inc. v. Beazer East Inc., 174 F.R.D. 609, 632 (M. D. Pa. 1997).

The privilege “cxists to protect not only the giving of professional advice to those who can act an
it, but aiso the miving of information to the lawyer to enabie hitn to give sound and mformed

advice.” See Upjohn Co., 449 U.S. at 390; In re Spalding Sports Worldwide, Inc., 203 F.3d 800,

805 {Fed. Cir. 20000. Fu.r‘thenn-are, the privilege apphies in the context of communrcations
between in-howuse counsel and their corporate clients. See Upjohn Co., 445 1.5, at 339-94.

It 15 well-recogmized that communications made between lawyer and clicnt to develop
litigation strategy and settlernent-related (heories— +o v e e v s o v a0 o 0w v v = o __ara nrotected

by the attorney-client privilege. Ses, e.g., Gould Ine. v, Mitsut Mining & Smelting Co., 825 F.2d

674, 679 (2d Cir. 1987); Celtec Indns. v. American Motorists Ins. Co,, 197 F.R.I3. 368, 374-75

{(N.D. T1l, 2000) (concluding that documents contaiming seitlement sirategy and analysis were
protected from disclosure by the attorney-client privilege); Linited States v. Mohil Corp., 149
F.RI} 533, 538-39 (N.D. Tex. 1993} (finding various letters sent from counsel to glient
pertaining to settlement strategy protecied by the altorney-clieat privilege and work product

docirine); Carey-Canada, [nc, v. Aetna Cas. & Surety Co., 118 FR.D. 250, 250-51 (D.D.C.

1987) (holding that documents generated in course of seftlement negotiations were protectad by

attorney-client privilege and work product doctrine). In addition, the attomey-client privilege
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applies to materials prepared by a client that reflect its communications with counsel regarding

settlernent and litigation strategy. See Alexander v, Federal Bureau of Investigation, 186 F.R.D.

154, 161 (D.D.C. 19906},
Because of the sacrosanct nature of the attorney-client privilege, the privilege is “worthy

of maximum [egal protection.” Sce Hatnes v, Liggett Group, Ing,, 975 F.2d 81, 90 (3d Cir.

1992) {emphasis added}. “The privilege regrs on the belief that in an adversary sysiem, a client’s
full disclosurs to an attorney is a necessary predicate to skillful advocacy and fully informed
legal advice. The existence of the privilege thus allows attormeys to assure clients that any

mformation given to their attormeys will remain confidential.” Chase Manhattan Bank, N.A, v.

Turner & Wewall, 964 F.2d 159, 165 {2d Cir. 1992).

Applyving these principles, the documents at issue are protected under the attomey-client

privilere. Each of the ¢lements needed to tngger the privilepe is pregent. = rre v arss
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- =, These documents were created solely at the specific request of counsel for the purposes ol
assisting counscl in providing legal advice and services and not for any business purpose, See

"""""""" +veva-eeasrasss There can be no legitimate question that each of

these documents is protected by the attorney-chent povilege.
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B, Each Docement Is Protected By the Work Product Doctrine

The wark product doctrine, first recopnived in Hickman v. Tavlor, 322 115 495, 510-11
(1947}, is codified at Rule 3.31(c){3) of the FTC's Rules for Adjudicative Proccedings, This
docinne provides a qualified protection from discovery to fast work product and a bar from
disclosure for opinion work product that contains the “mental impressions, conclusions,
opimong, or kegal theories™ of counsel. See 16 CFR. § 3.31{eH3s? Our adversary system
requires that @ atlorney be free “to prepace his legal theories and plan his strategy without undue
and needless interference.” Hickgnian, 329 118, at 511. An adversary may obtain access to fact
work product — but not opinion work product — if and oniy if it can demonstrate “substantial
need” for the documents and an 1nability to obtain the information contained in the protected
document from other sources.

It 13 well scttled that materials preparcd by an attomey and his client in order to assess
settlement proposals or to develop settlement strategy constinnte work product. See, c.g. Inre

Subpoena Duces Tecum Served on Roseman & Colin, No. MB-85 (RLE}, 1996 WL 527331, at

*5(S.DN.Y. Sept. 16, 1996) (chserving that an attorney’s notes and research concerning

settlement are protected by the work product privilege, and if involving the client, may also be

protected by the attomey-client privilege); Georumine v. Amchemn Products, Inc., Civ. A. No. 93-
0215, 1954 WL 502473, at ¥2-3 (E.D. Pa. 1994}, Mobil Corp., 149 F.R.D. at 53%; Carey-Canada,
118 F.R.D.. at 250-51. Courts recognize that “[aln attormey’s evaluation of a proposed settlement

is ¢l Lhe vore of the legal services an aftommey provides lo a client in the course of litigation.” See

1

See also Upjobn Co. v, United Statcs, 449 1.5, 383, 400 (chserving thar “the counts bave steadfastly
saleguarded against disclosure of lawyers' mental iropressions and legal theories™); Andotz Spront-Bauer, [ne. v,
Beaver Fast Inc, 174 FRD. 60%, 632 (M.D. o 1997) {notng that the mental impressions and al siralegy of
counssf “enjoy oeary ebsolule protection fom disclosurs™).
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Georgine v. Amehem Products, Ine,. Civ. A, No. 93-0215, 1994 WL 502475, #3 (E.D. Pa. Sept.

2, 1994). The work product doclone shivlds analysis regarding the viability and reasonableness
of potential settlement arrangements from disclosure. Sceid." The work product privilege
applics to such settlement-related analysis, whether undertaken by the attomey himself or hy the

clientt at its attomey’s request. See Caremark, Ing. v. Affibated Computer Servs., Inc., 195

FRIM 610, 615 (N.D. 1. 2000) (noting that application of work product doetrine “depends on
the mativation hchind fthe document’s] preparation, rather than on the person who prepares 1t™);
see also 16 CLFR. § 3.31 (c) (3) (stating that work product doctrine applies to materials prepared
by the party, party’s attorney, agent or representative). And when the analysis contains the
inental inpressions and theones of counsel, the document “receives the highest protection
available™ under the work product doctrine. See Jacobs v. American Motors Corp., No. BS-
0518-CV-W-5, 1989 WL 200920, at *5 (W.D). Mo, Fcb. 20, 1989},

Bach document at issue hers is protecied from disclosure by the work product doctrine.
Eachwasprcpar&d--””-“*“.””'“*'-”“””“atﬂlainjtialrequastnf
connsel in order to asgist counsel in providing legal advice and services to AHP/ESI concerning
Kcy's patent inltngement lawsuit, Sgg =r=cm=-rsrrnncnraiarenannns . The
documents, ¢+ +ev e s v uasennesneer were not generated for any business reason, but

were prepared solely 1o assist counsel in the litigation between ESI and Key, See + - -

' In Georgine, the plaintiff class emploved a special counsel to analyze historical average scillement data in order

ta calculate g share recommiendation for each defendant’s participation in the funding of the class setlerpert. The
conrt mated that the share recommendations were not mere “mathemnatical calculannons.” but included ether non-
quantitative faeios, ineluding e views of counsel and ofhers involved in e undedyving fitgaion, The cowt
rejected the plaintiffs " aempr 1o conpel production of the special counsel's analysis on setdernent, noting that “nor
even the most Bberal of discovery theores can justify unwarmranted inquiries into the files and the mental
imnpresgions of an attommey,” The court observed dat tae plannills ad possession of e raw Jata on bhistorical
averages and welt cqually capable of conducting their own analyses. See Goormine v, Amichern Prodocts, Ine., Civ,
A Mo, 23-0215, 1994 WL SU2475, at © 1-3 (E.D. Pa. Sept. Z, 1994,
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IL. The Production of the Documents Was Inadvertent

AHP did not intend to waive either the attorney-clicnt privilege or the work product of its
attorneys when it accidentally and unintentionally disclesed the privileged documents at issue,
In the process of irying to mect the requirements and time constraints impoged by the

Commission’s subpoena duces tecum, counsel for AHP produced cach of the pnvileged

documents at issue amongst numerous other documents, not knowing that » e« « + » =« v+« = had
prepared the docunmients in response to requesls by oulside and in-house counsel dunmg the patent
litigation or that these documents were communications between counsel and AHY. See

rras=-en e Upon discovering that the documents were indeed privileged, AHP
mmmediately demanded return of these documents from complaint counsel and co-Respondents,
Sve = r= =2 r == s These facts demonstratc that AHP plainly did not inlend, cither
explicitly or impliedly, to disclose or produce the privileged documents at 1ssue, and that their
production was purely accidental.

Because AHP did not know the documents at issue were privileged, its production of

them during the Cemmission’s investigation could not possibly be construed as an intentional
production or disclosure of privileged information. Further supporting this conclusion is the fact

tha‘l’ll'l'lllilll'll'llllIil'lillllll'l'l!lllill'llill'lll'l'l'lll1hiﬂrfﬂvcr,illi
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« « » discassion of these documents at his investigational hearing cannot be said to fairly
constitute a volumtary disclosurc of privileged information. AHP's counsel had no good faith
basis upon which to object to the use of certain of these documents at = = = » = » deposition
because == v = could not at that time remember the circumstances swrrounding the creation of
the documents, Seeg « o= .- sasevrsevesrrss AHD counsel was also handicapped by
the fact that Paul Heller, lead counsel for ESI during the patent litigation, had passed away
before the Commissien’s investigation and was therefors not available to assist AHP in
identifying ihe privileged nanme of the documents. Significantly, none of the documents at issue
was used as exhibits in the investigational hearingoff s =+ s 22 v e av s enrrsnenanay,
if they had heen, « « + « = + « « « » may have heen able to hring the priviteged nature of the
documents to the attention of AP counsel. Simply put, AHP's production of the documents at
izsue, and = « + « « « digeussion of them during his investigational hearing, was wholly
madvertent.

III. Thelnadvertent Disclosure Did Not Waive the Privilege

The inadvertent disclosure of the mine privileged documents did not waive the attomey-
client privilege or work product doetrine. In ruling on AHP's motion for a protective order, this
Court should look to prior Commission precedent reganding waiver. See 16 C.F.R. § 3.31

(©)(2)."" In Hoechst’!Andrx, this Court adopted the majority approach to privilege waiver, and

thereby applied a flexible, case-by-case, (ive-factor baluncing (es! lo delermine whether watver

tesultzd from the madvertent production of privileged documents. See Order Denying

Pussuant to Cormmission Rule 3.31{¢)2), "[t[he Administrative Law Judge mav enter a protective order denying
o limiting discovery to preserve the privilege of a wimess, person, or govermmental agency as governed by the
Consrittion, any applicable act of Congress, or the principles of the common law as they may be interpreted by the
Commnuission i the light of reason and experience.” I6 CFR, § 231020
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Complaint Counsel’s Motion Regarding Hoechst's Waiver of Attomey-Client Privilege and
Maotion to Compel Answers to Deposition (uestions at 4, attached hareto as Exhibit 10.'2 This
Court recently stated that wt would apply thas test in deciding the waiver 1ssue here. See Order
Denying AHP's Motion Seeking Leave To Require That All Briefing Regarding Its Metion For
Protective Order Be Filed Under $eal at 2, Ex. 2. In performing this test, this Court balanced the
following factors: (1) the reasonableness of precautions taken to prevent inadvertent disclosure;
(2) the time taken to reciify the ermor; (3) the scope of discovery; {4) the exient of the disclosure;
and (5) the overreaching issue of fairness and the protection of an appropriate privilege. See
Order in Hoechst/Andry at 3. Because no factor is determinative, the Court must consider all
relevant circemstances surrounding rhe inadvertent production.

Applying this five-factor balancing test, AITP's inadvertent production did not waive the
altorney—chent priviiege or the work produci doctring.

1. The Precantions Taken By AHP Were Reasonable

*Disclosure by itsell does not lead to the conclusion that the precauticns undertaken to
protect the privilege evidence indifference . . . . Inudvertent production will not waive the
privilege unless the conduet of the producing party or 1t counsel evineed such extretne
carclessness as to suggest that it was not concerned with the protection of the privilege.” United

States Fidelity & Guaranty Co. v, Braspeiro Ol Servs. Co., No., 97 Civ, 6124, 2000 WL 744360,

at *5 (S.D.N.Y. June 8, 2000}.
The procedures counsel for AHP had in place to protect privileged documents from
disclosure were teasonahle. Trained and experienced paralegals in the legal department of AHP

12

This Court noted that “adepting & balineing west rasults in llexibility, permuting consideration of the totality of
the circumstances surrounding a padticular inadvertent produstion on 2 case-by-case basiz and a deterination that is
fair and just undet the particular circumstances.” Order at 4.
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worked with outside counsel, including « s = s a == == , o gather respansive documents from
the numerous files of ESI personnct that were scarched, Seg oo n e e #ea e Affer this
iritial pull of documents, attorneys for AHP's outside counsel, who had significant prior
experience and iraining in the review of documents, reviewed the documents for responsiveness
and sepregated ouf those documents potentially protected by the attorney—<client and work
product privileges. Sgg s r v == . As an added layer of caution, « » + + + « = re-reviewecd the
segregated documents, and based on the information available to him at the time, made a
decision as to which documents had a colorabie claim of privilege. Seg v resv s,

The docwments at issue were not pulled as potentially privileged and, therefore, were not

reviewad by s #+ «r s prior to beingprodnced. Sge st v s e et v mrnnnan iy

tresresvveneavenrrenars Accardingly, the faflure to pull them as privileged did not
result from any lack of precaution in the review process. In fact, il would have been unlikely for
any attorncy or paralegal reviewing these documents to determine that they were protected by the
attorney-clicnt or work product privileges without {irst understanding the specific circumstances
that led to the documents being created.

Courts faced with precawtions much less stringent than these have found the precautions

taken to be reasonable. See, e.p. Aramony v, Untted Way of America, 969 F. Supp. 226, 236

{5.D.N.Y. 1997) (linding reasonabie procedure to protect the privilege where paralegals and
junier associates in large document production reviewed all documents and 1dentified potentially
privileged ones, which were then revicwead by a senior associate for a final determination of

privilege); Bank Brussels Lambert v. Credit Lyonnais (Suissc) S.A., [60 FER.D. 437, 445

(5.D.NY. 1995) (concluding that where paralegal mistakenly produced an entire bax af
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privileged documents, disclosure was nonetheless inadvericnt and precautions taken by counsel
wre reasonable).

2. AHP Attempted To Retrieve the Privileged Documents Immediately
Upon Discovering Its Inadvertent Procuction

Upon discovening that the documents at issuc were privileged and had been inadvertentiy
produced, AHP took immediate action to rectify the error. Although the documents were

produced o the FTC more than a year ago, the issue is whether AHP acted promptly to retrieve

the docummnents afler discovering the inadvertent disclosure. See, g.g., In_re Southeast Banking

Corp, Secs. & Loan Loss Regerves Litig,, 212 B.R. 386, 393 (S.D. Fla. 1997) (finding prompt

action to rectify where, “afier it learned of the inadvertent disclosure, [the producing party]

inmediately and persistently took steps to recover the documents™); Kansas City Power & Light

Co. v. Pittsburgh Midway Coal Mining Co., 133 FR.D. 171, 172 {I+. Kan. 19%9) {noting that the
relevant time should begin when the prodecing party discovered the madvertent disclosure, and
finding that althongh party produced the privileged documents fourteen months earlier, party
acted “within a reasonable amount of time™ because it attempted to rectify the error within two
weeks of discovery of the inadvertence).

Here, AHP discoverad that the documents al issuc were prepared at the reguest of connsel
in July and Aupust 2001 and promptly demanded that Complaint Counsel, as well as the co-
Respondents, retum all copies of ihe documents at issue, including the » + + deposition transeript.
See Exhibit A to = = » « » » »_ Letter from Cathy Hoffinan to Andrew Ginsburg, dated
July 20, 2001, AHP made a subsequent demand on Complaint Counsef to vetum the privileged
documents, this fume explaming i detail the bases for the privilege as to cach specific document,

Seg Exhibit B 1o = « = + + » » « ¢ Letter from Cathy Hoffinan to Bradley Albert, dated
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Tuly 25, 2001, After ATIP’s attempts to retrieve the documents at issue proved unsuccessful,
AP filed this motion for a protective order. There can be no guestion that AHP acted
reasonably and promptly o rectify the inadvertent disclosure once it learned it had occurred.

3 The Production of These Few Privileged Documents Among the Tens

of Thousands That Were Scarched and Produaced Weighs In Favor of
a Finding of Non-YWaiver

*Courts have routinely found that where a large number of documents are involved, there
is more likely to be an inadvertent disclosure rather than a kmowing waiver.,” United States

Fidelity & Guaranty Co., 2000 WL 744369, at *6 (citing Baker's Aid v. Hussmann Food Serv.

Co., No. 8% Civ. 0937, 1988 WL 138254, at *5 {E.D.N.Y. Dec. 19, 1988).

The Cotnmission 1sgued a very broad subpoena to AHP on November 5, 1999, which
reqguired that AHP complvie its docurnent production wilthin Gurly days. In order to ensure that
AHP g production compiied with the stiictures of the Commission’s subpoena, AHP negotiated
with FTC Staff 1o allow production ona rolling basis during the end of 1999 and beginning of
2000, Sgg e reesenanns . AHP collected and roviewed the files of numercus persons
employed at AHP and ESI Lederle. Sge » « =+« « AHP also had to pather and search through
the numerous pleadings, depesitions, expert reports and other documents relating to the
underlying patent suit berween EST and Schering-Plough, Seg « v e e s s,

The docurnents collected and reviewed filled over forty banker’s boxes and consistcd of
over 100,000 pages of documents, See ¢+« =+ « +. The documents actually produced to the FTC
amounted to nine full baaker boxes, totaling more than 27,000 pages of documents. The
documents weore produced under time pressure, during a busy holiday season. Of the 27,000

documents produced to the FTC, this motion applies to only nine documents, In Hoechst,
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Avenlis produced 20,000 pages of docnments Lo the FTC on a ralling hasis, This Court found
that Aventis bad not waived the aftorney-clicnt privilege as to an inadvertently produced

privileged document. See Order at 4, attachcd heteto as Exhibil 10, Accord [n re Coppear Market

Antirust Litig,, 200 F.R.D. 213, 222 (3.D.N.Y. 2001) (finding of non-waiver where party
inadvertently mrned over 17 privileged documents out of a total of 15,000 pages that were
produced). These bels also diclate against waiver,
4, The Extent of Disclosure Has Been Minimal

Ancther factor that weighs into the balancing test is the extent of the disclosure. Here,
only nine documents were inadvertently produced in a production totaling 27,000 pages of
documents. There has been no examination or testimony relating to four of the inadvertently
produced privileged documents at issue. Allhough five of the documents at issue were marked
as exhibils to = =+ ¢ + + » pre-Complaint investigational hearing, =+ ++ ¢« v+ + v « gigted during
his testimony that he did pot know who had created them, why they had been erealed, or to
wham they were distributed. Bevause = + + + + + « had almost no recollection as (o the origing or
purposes behind the privilepged documents marked as exhibits during his investigational hearing,
aird only testilied about his speculations conceming these docwments, he did not disclose any
cotminunications between himself and counsel. See - - » deposition at pp. 33, 77-79, 144-07, Ex.

B, see also Zapata v. [BP, Inc., 175 F.R.D. 5374, 576 {D. Kan. 1997) (finding of non-waiver of

work product privilege where inadvertently produced document was introduced at deposition and

witness gave limited testimony conceming such document).!?

" In Zapata, Defendant's attorney mistakenly scot to defendant’s expert a copy of plaintiff's cxpert's repot,

which contained defendant attorney's handwritten notations. Plaintiffs counsel deposed defendant’s expert, wha
produced his file, which included the report with defendant’s attorney*s handwritten nomtions. Plaintiffs counsel
intreduced the report containing the attorney®s notations during the course of the deposition. Defendant’s local
counsel was defanding the deposition and did nor object because she did net know who had made the notations on
the report. Dofendant’s expert testified that be had not relied upon the hapdwritten potations when he revicwed
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The Court should also be aware that the broad scope of the testimony that Complaint
Counsel now seeks with respect to the five inadvertently produced documents further
underscores the mimmal naturc of the disclosures made by - - - regarding these documents
during his investigational hearing. See Complaint Counsel’s Notice of Deposition, dated June
23, 2001, attached hereto as Exhibit 9. For cxample, the Notice of Deposition seeks testumony as
to wha created the doguments, why they were created, how they were created, when they were
crealed, what assumptions underlay the figures, to whom they were distributed, who used them
and in what capacity and any other “relevant infortnation” pertaiting to the docutnents. Ses
Notice of Deposition, Ex. 9. The broad and extensive scope of the testimony the Notice seelcs
concerning these documents reinforees AHPs position that = = + = = = testimony as to = - -
exhibits 1, 4 — & and B dhoing his investigational hearing was minimal.

Furthcrmore, cven iff Coﬁlplaint Counsel has reviewed r.;]osely and‘or relied on the
privileged market foraecasts, such actions do not constitune cxtensive disclosure. See Kansas City

Power & Light Co., 133 F.R.D. at 173 (finding that although defendant may have “intensively

reviewed” the privileged documents over the fourteen month period, such intensive review is not

the same as extensive disclosure). ™

plaintiff's expert’s report. In applying the five factor test to deterrnine whether there had been a wanver of the
altomey work produet privilege, (he ceurt lound that the brief questioning by plantiff’s comnsel conreming the
handwritien notes on the report constituted only “minimal axtent of disclosues,” weighing in favor of presening the
party’s wotk product profecton. Sée Zapata v, IBP, lne 173 FED. 574, 578 (D. Kap. 1997).
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3. Consulerations of Fairness and Justice Require a etermination of
Nop-Waiver

Fmally, courls consider “the overreacking issucs of faimess and the prolection of an

appropriate privitege.” Gruay v, Gene Bicknell, 36 F.3d 1472, 1484 (8th Cir. 1996). Here, a

waiver of privilege as to the privileged documents at issue would greatly prejudice Respondent
AHP, while prajudice to complaint counsel would be minimatl at best. The documents reflect
highly privileged and scnsitive communications made between AHP s counsel and AHP o assist
counsel in providing legal advice and services to its client. The documents also constitute work
product. They were prepared for purposes of litigation, and = + » « of these documents conlzain
the very thought processes and mental impressions of both in-house and outside counsel.

The very purposc of the attorney-client privilege is o encourage full and frank discussion-
between lawyer and client so that clients may obtain proper legal advice. The dJocumnents at issus
here epitowmnize the underlying rationale for the existence of the privilege; counsel requested the
client to provide informalion and analysis so that counsel could better serve the clicnt’s loyal
heed and the client then provided such analysis in an effort to attain Tegal guidance.

The justifications underlying the attomey work produet doctring likewise support a
finding of non-waiver. Lawycrs need a zone of privacy so that they can properly prepare the
client’s case without undue intrusicn and interference from an oppesing counsel or party. Scc

Hickman, 329 1.8, at 510-11. Allowing the documents at issue to be used a5 evidence at

deposition or trial would obliterate any pretense of privacy due to AHP’s counsel.
Furthermore, compelling the return of the documents at issue will not work any undue

hardship or prejudice to Complaint Counscl. See In re Copper Market Antiirusi Litig,, 200

F.R.ID. at 223 {noting that [d]cpriving a party of information in an otherwise privileged document
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15 not prejudicial}. Tellingly, in Complaint Counsel’s letter to AHP refusing to return the
inadvertently produced privileged documents, Complaint Counsel do not make any assertion that
they will be prejudiced were they to return the docurnents to AHP. See ExhibitCto = v ennmn-
resaesesas [atter from Bradley Albert to Cathy Hoffman dated Tuly 27, 2001.
Furthermere, the Proteetive Order, which was metually acceptable to both complaint
counsel and Respondents and was cntered by thiz Coort, reflects an understanding among the
parties of the importance of the altorney-client privilege and work product dectrine and their
commitment to upholding these privileges despite human ermor. In Paragraph 17, the parties
agrec o return privileged materials that have been inadvertently produced. Ses Proteclive
COrder % 17, ait:'mhed hereto as Exhibat 1. Granted, this paragraph states that it applies to
inadverlent productions “alter” the entry of the Order, and the docunients at issus were
misizkenly produced during the pre-Complaint investigation, before the parties had the secunty
of the Protective Order. Neverlheless, complaint counsel’s acknowledpement of the importance
of preserving the privileged nature of documents not withstanding human error, a5 ¢videnced by
thear agreement to Paragraph 17 of the Protective Order, and their recent request for the return of
madveriently produced documents, factors mto considerations of [aimess and the need to

preserve the privileged nature of these inadvertently produced documents.

CONCLIISION

WHEREFORE, ot the rcasons sct {orth herein, Respondent AHP respectfully reguests
that this Court enter an Order (1} compelling complaint counsel to return to AHP or destroy all
capies of the ning privileged documents that AHP inadvertently produced during the pre-

Complainl investipation; (1) compelling ¢omplaint counscl to return all copics ofthe » = s = = =
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------ deposition transenpt of = = - = = =+« = 3o that tcstimony about thesc prvileged
documents miven during that deposition may be redacted; (i) prohibiting complaint counsel
from using the madvertently produced privileged documents in any manner in this case; and (iv)

barring complaint counsel from asking any questions at depositions or at trial related to these

documents.

Dated October 2, 2001 Eespretfully Submitted,

Efliot Feinberg Michaet N. Sohn

AMERICAN TIOME PRODUCTS Donna E. Patterson

CORPORATION Cathy A. Hoffman

Five Giralda Farms David M. Orta

Madison, NI 07540 Emily M. Pasquinell

{973} 660-5000 ARNOLD & PORTER
555 Twelllh Sirect, MW,

Washington, D.C. 20004

(202) 942-5000

Attorneys for Amemican Home Products
Corporation

26



UNITED STATES OF AMERICA
BEEFORE FEDERAL TRADE COMMISSION

In the Matter of

Schering-Flough Clorporatian,
a corporation,

Docket No. 3297

U'psher-Smith Laboratories, Ine.,
a corporation,

PFUBLIC RECORD

and

American Home Products Corporation,
a corporation

e e ! Cm! e Mt St N ™ e et M et et

'CERTIFICATE OF SERVICE

1, Emily M. Pasquinelli, herehy certify that on October 2, 2001, I cansed a frue and
correct copy of the dmerican Home Products Corporation’s Motion for Protective Ovder and To
Compel Return of Privileged and Work Product Materials to be served upon the following as
follows:

Two paper copies by hand delivery to:
Hom. D. Michael Chappell
Administrative Law Judge

Federal Trade Commission

Eoom 1()4 :

600 Penngylvania Ave., N.W.
Washington, I.C. 20580 (2 copies)

The paper onginal and one paper copy by hand delivery and one electronic copy to:
{CHiice of the Scerctary

Federal Trade Cornmission

Rnom H-139

600 Pennsylvania Ave., N.W.

Washington, D.C. 20580 (original and 1 copy)
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One paner cony by hand delivery to:
Karen G. Bokat

Federal Trade Commission

601 Permsylvamia Ave, N.W.
Foom 3113

Washineton, D.C, 20580

Fex (202) 326-3384

Christopher Curran

White & Casc, LLP

6071 Thirteenth Street, N.W.
Washington, Th.C. 20005
Fax (202) 634-9355

Lauvra 8. Shores

Howrey Simon Arnold & White, LLP
129% Pennsylvania Ave., N.W.
Washingten, D.C. 20004

Fax {202} 382-60610

Emily M. Pasquineili /

++ A dmitted to the New York

Bar only. Practice supervised directly
by active members of the DC Bar.

Amold & Porler
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UNITED STATES OF AMERICA
FEDERAL TRADE COMMISSION

L TRAOE D04 .
SURELYED HACrRERES T

MAY 1 O 200t
SECRETASY

Ty the Mabter of

~ Schering-Plough Corporation,
a corporation,

Upsher-Smith Laboratories,
a cotporation,

Daclket Mo, 9297

and

American Home Products Corporation,
a corporation.

L T e e o

PROTECTIVE ORDER GOVERNING DISCOVERY MATERIAL

For the purpase of protecting the interests of the parties and (hird parties in the above
captioned matter against improper use and disclosure of confidential information submitted or
produced in connection with this matter:

IT 15 HEREBY ORDERED THAT this Protective Order Governing Counlidential
Matenal (“Protective Order”™) shali povern the handling of all Discovery Matenal, as hereafter

defined.

DEFINITIONS

L. “Matter™ means the matler caplioned fr the Marier of Schering-Plaugh Corparation,
CUpsher-Smith Laboratories, and American Home Products Carporation, Nocket Number 9297,

pending belore the Federal Trade Connnission, and il subsequent appellate or other oview



procesedings related thereto.

2, *Commission™ or “FTC" means the Federal Trade Commission, or any of its
crmiplovess, agents, attorneys, and all other persons acting on its behalf, excluding persons
retained as consultants or experts for the purposcs of this Matter.

1. “Schenng-Plough™ means Schenng-Plough Corporation, a eorporation organized,
existing, and doing business under ard by virtue of the laws of the State of New Jersey, with its
office and poneipal place of business located at Kenilworth, New Jerscy.

4. “Upsher-Smith™ means Upsher-Smith Eaboratories, Ine., 8 corpamtion organized,
existing, and doing business under and by virtue of the Iaw;;.rs of the state of Minnesola, with {is
otfice and principal place of business located at Plymouth, Minnesota.

3. “AHP” meaus American Home Products, a camparation organized, existing, and doing
business under and by virtue of the laws of the State of Delaware, wilk its office and prineipal
place of business located at Madison, New Jersey.

4. “Party” means cither the FTC, Schering-Plough, Upsher-Smuth, or AHI.

7. “Respondents” means Schering-Plough, Upsher-Smith, and AP

3. “Outside Counsel” means the law fitms that are counscl of record for Respondents in
this Matter and their associated attorneys; or other persons regularly employed by such law firms,
including legal assistants, clerical staff, and il.lﬁ::rmal.iun manayrement personnel and {emparary
personnel retained by such law finn(s) to perform legal or clerical duties, or to provide logistical
litigation suppodl wilh regard (o this Matter; provided (hat any atlomey associated with Outside
Counsel shall not be a dicector, officer or ﬁmp'ﬂ}'ﬁ;: of Respondents. The temm Oaside Counsel

does nat include persons retained as eonsultants or experts for the pumoses of this Matter.



9. . “Producing Party” means 3 Party or Third Party that produced or intends to preduce
{Confidential Discovery Material to any of he Parties. For purpases of Confidential Discovery
dlaterial of o Third Party that eitlier is in the possessiou, custody or control of the FTC or has
been produced by the FTC in this Matter, the Producing Party shall mcan the Third Party that
originally provided the Confidential Discovery Material to the FTC. The Producing Party shall
also mean the I'TC for purposes of any document or material prepared by, or on behalf of the
FI'C.

14. “Third Party” means any natural pemon, partnership, corpomtion, assuciaﬁon, or ather
legal entity not named as a party to this Matter and thelr employees, directors, officers, altomeys
and apents.

11. “Expert/Consultant” means cXperts ot other persons wha are retained (o aséist
Complaint Counsel or Respondents™ counsel in preparation for trial or io give testimony 2t teial.

12. “Document” means the complete original or a trze, correct and complete copy and
any non-identical copies of any wnticn or graphic matter, no matter how produced, recorded,
stored or reproduced, incliding, but not limited to, any writing, letter, envelope, telegraph
meeitng munute, mermorandum statement, affidavit, declaranon, book, record, survey, map, study,
handwritien note, working paper, chart, index, tabulation, graph, tape, data sheet, data processing
capd, pointoul, microfilm, index, computer readable media or other electronically stored data,
appointment book, diary, diary entry, calendar, desk pad, teiephone message slip, note of
Interview or communication ot any other data compilation, including all drafis of all such
documents. “Document” also includes every writing, drawing, graph, chart, photograph, phono

rccord, tapre, compract disk, video tape, and other dula compilations from which information can



be oblained, and mcludes all drafts and all copies of every such writing or record that contain any
commentary, notes, or marking whatsoever not appeanng on the onpginal.

13. “Discovery Material” includes without imifation deposition testimony, deposition
exhibits, interrogatory responses, admmssions, allidavits, décfarations, documents produced
pursuant to compulsory process or voluntarily in lieu thereof, and any other documents or
information produced or given to one Party by another Pacty or by a Third Party in connection
with discovery in this Matter.

L4, “Conhdential Discovery Material” means all Discovery Material that is designated by
a Producing Pacty as cuufidcnl.ial and that is covered by Section 6(T) of the Federal Trade
Cominission Act, 15 U.S.C. § 46(f}, and Commission Rule of Practice § 4.10{2){2), 16 C.F.R_

§ 4.10{a}2); or Section 26{c)(7) of the Federal Rules of Civil Procedure and precedents
thereunder., Confidential Discovery Material shall include non-public commercial information,
the disclosure of which to Respandents or Third Parties would cause subsiantial eommercial
harm or personal embarrassment to the disclosing party. The following is a nonexhaustive list of
exampies of information that likely will qualify for treatment as Confidential Discovery Materfal:
stratepic plans (tnveolving pricing, marketing, research and development, product roadmaps,
carporate alliances, or mergers and acquisitions) that have not been fully implemented or
rcweala_:l {0 the public; trade secrets; customer-speci fic evaluations or dita (e.g., prices, volumes,
of teventes); personnel files and cvai.uatiﬂns; information subject to confidentiality or non-
disclosure agreements; proprictary technical or engineering infarmation; proprietary financial
data ¢r projections; and propriclary consumer, customer or market research or analyscs

applicahle-ta current or future market conditions, the disclosure of which could reveal



Cunt{tdential Discovery Material.

TERMS AND CONTHTIONS OF PROTECTTVE {JRDIER

1. Discovery Malenal, or informatian derived therefrom, shall be used solely by the
Parties for purposes of this Matter, and shail not be used for any other purpose, including withaut
limitation any busincss or commercial purpose, except that with notice 1o the Producing Party, a
Party may apply to the Administrative Law Judge for approval of the use or disclosure of any
Discovery Material, or information deived therefrom, for any other proceeding. Provided,
however, that m the event that the Party seeking to use Discovery Material in any other
procesding is granted leave to do so by the Administrative Law Judge, it will be required to take
appropriate steps lo preserve the conlidentiality of such material. Additionally, 1n such event, the
Commission may only use or disclose Discovery Matenal as provided by {1) its Rules of
Practice, Scotions &) and 21 of the Federal Trade Commission Act and any cases 0 construing
them; and (2) any other lepal obligation imposed upon the Commussion. The Parties, o
conducting discovery from Third arties, shall attach to such discovery requests a copy of this
Frotectve Order and a cover letter that will apprise such Third Parties of their nghis hereunder.

2. This paragraph coucsms the desiguation of material as “Confidential™ and “Restricted
Confidential, Attomey Eyes Only.”

{a) Designation of Documents as CONFIDENTIAL - FTC Dacket No. 9297,
Discovery Matenal may be designaled as Confidential Discovery Matenal by Producing
Parlies by placing on ar affixing, in such maneer 25 will not inferfere with the legibility thereaf,

the notation “CONTIDENTIAL - FTC Dacket No. 9297 (or other similar notation contaimng a



reference to this Matler) to the (irst page of a document contatning such Confidential Diseovery
Mateial, or, by Parties by instructing the court reporter to denote each page of a transeript
containing such Confidential Discovery Material as “Confidential.”" Such designations shall le
imade within fourteen days from the initial production or deposition and constilute a good-faith

representation by counse] for the Party or Third Party making the designations that the document
| constitutes or contains “Contidential Discovery Material.™

{b) | Desigmation of Deocuments as “RESTRICTED CONFIDENTIAL,

ATTORNEY EYES ONLY --FTC Docket No. 9297."

In order to permit Producing Parties to provide additional protection for a limited numiber
of documents that contain highly sensitive commercial information, Producing Parties may
designate documents as “Restricted Confidentizl, Attomney Eyes Only, FTC Docket No. 9297" by
placing on or affixing such legend on each pags of the docwment. I is anlicipated that
documents to be designated Restricted Confidential, Aftorney Eyes Only may include cortain
marketing plans, sales forecasts, business plans, the financial tarms of cottracts, operaling plans,
pricing and cost data, price temms, analyses of pricing or competition information, and litnited
proprietary personnel information; and that this particularly resteictive designation is to be
utilized for a limited number of documents. Dacuments designated Restricted Confidential,
'Attomey Eyes Only may be disclosed to Outside Counsel, Complamt Counsel, in-house counsel
{designated pursnant to paragraph 5, hereof}, and to Experts/Constltants (paragraph 4(<), hereaf)
(hat are not current afficers, directors or employees of pharmaceutical companics (ether than in-
house counsel designated pursuant 1o paragraph 5 herelo). Such materiais may not be disclosed

to Experts/Consullants or to witnesses oc deponents at trial or depasition (paragraph 4{d} hercof),



where the Experis/Consultants, deponents or witncsses are current officers, directors, ar
emplovess of pharmaceutical companies (other than in-house counsel designated pursvant 1o
paragraph 5 hereto), except in accordance with subsection (c) of this paragraph 2. In all ather
respects, Restricted Confidential, Altomey Eyes Only material shall be freated as Confidential
Discovery Material and all references in this Protective Order and in the exhibit hereto to
Caonfidential Discovery Material shail include documenis designated Resircied Confidential,
Attormey Eyes Only.

(c) Disclosure of Restricted Confidendal, Atomey Eyes Only Material to
Expens/Consultants, Deponents or Wimesses Who Are Current Officers, Directors, or
Employees of Pharmacautical Companies (other than in-house counsel designated pursuant to
paragrapll 5 hejeto),

i any Party desires to disclose Restricted Confidentizl, Attorney Eyes Oaly matertal to
any Experi/Consultant, deponent or wilness that is a cumment officer, dircclor, or employee of a
pharmaceuetical company, other than in-house counse] designated pursuant to paragraph 5 hereto,
the disclosing Party shall notily the Producing Party of i15 desire ta disclose such mateGal. Such
notice shall identify the specific individual to whom the Restricted Confidential, Attorney Eyes
Only material is to be disclosed. Such identification shali include, but nat be limited to, the full
namie and professional address and/or affiliastion of the identified individual The Producing
Party may object to the disclosure of the Kesiricted Confidential, Attomey Eyes Only matenal
within five business days of recgiving notice of an infent 1o disclose the Restricted Coufidential,
Attotmey Eyes Only material to an individual by providing the disclosing Pady with a writlen

statement of the reasons for objection. 1f the Producing Party timely objects, the disclosiag Parry



shall not disclose the Restricted Confidential, Arorney Eyes Oaly material to the ideniified
individual, absent a wnitten agresment with the Producing Padly, order of the Administrative Law
Judge or ruling on appeal. The Producing Party lodging an abpection and the disclosing Pary
shall meet and eonfer in good faith in an aitempt to determine the terms of disclosure ta the
identified individual. if at the end of five business days of negotiating the parties have not
resolved their differences oe if counsel determine in good faith that negotiations have failed, the
disclosing Party majr make written application to the Administrative Law Judpc as provided by
paragraph 7(c) of thiz Protective Order. Ifthe Producing Party doas not object to the disclosure
of Restricted Confidential, Attorney Eves Only material 1o the identified individual within five
business days, the disclosing Party may disclose the Restricted Confidential, Attorney Eyes Only
material 10 the identified individual,
{d) Disputes Conceming Designation or Diselosure of Restneted Confidential,

Agorney Eyes Only Material

Diisputes canceming the desipnation ot disclosure of Restrdcted Confidential, Attorney
Eves Only material shall be resalved in accordance with the provisions of paragraph 7.

() No Presumplion or Infcrence

No pn:sui:nption ar other inference shall be drawn that matenial designated Restoeted
Confidential, Attomey Eyes Oualy is entitled ta the protections of this paragraph.

(r e Process Savings Clause

Nothing herein shall be used to arge that a Party’s right (o attend the (ral of, or other
proceedings 1n, this Matter i3 affected in any way by the designation of matenal as Restnotod

Contidential, Attorneys Eyes Oaly.



3. All documents heretolore oblained by the Commission through compulsory process
ar voluntanly from any Farty or Third Panly, regardless of whether designated conlidential by the
Party or Third Party, and transeripts of any investigational hearings, interviews and depositions,
that were obtained during the pre-complaint stage of this Matter shall be ireated as
“Confidential,” in accordance with paragrapl 2(a) on page five of tis Order. Furthermore,
Complaint Counsel shall, within five business days of the effective date of this Protective Order,
provide a copy of this Order to all Parties or Third Partics from whom the Commission abtained
dociments during the pre-Complaint investigation and shall notify those Parties and Third
Parties that they shall have thirty days from the effeciive date of this Proteetive Order to
detertmine whether their materials qualify for the highcr protection of Restmicted Confidential,
Attomey Eves Only and te so designate such docutiients.

d, Confidential Discovery Malerial shall not, dircely or indirectly, be disclosed ar

otherwise provided (o anyone except to:

(a) ' Complamnt Counsel and the Commiission, as permitted by the Commission’s
Rales of Practice;

{B) Cutside Counsel,

{(c) Experts/Consultants (in accordance with-paragraph 6 hereto);

{d) witnesses or deponents at tnal or depasition;

{e) the Administrative Law Judge and persounel assisting him;

{f) cour! reportens and deposition ransenipt teporters;

{2} judpes and other cour personnel of any court having jurisdiction over any

appreal procecdings involving this Maiter; and



{h) anmy authot or recipient of the Confidential Discovery Maierial (s indicated an
the [ace of the document, record or material), and any individual who was in the direst chain of
supervision of the author at the time the Confidential Driscovery Matenal was created or received.

3. In addition o the ahove-described persons, certain named desipnated mdividuals and
in-honse eonase, not ta exceed two attarneys per corparate party, who da ot have day to day
business responsibilities, shall be provided with access to Confidential Discovery Material,
neiudmg matenal desigmated as “Confidentzal” and “Resineted Confidential, Attormey Eyes
Qaly"on the condition that each such n-hwuse counse] ar desigmated cxeculive signs a
declaration in the form attached hereto as Exhibit *A" which i3 incorporated herein by reference.
For Respandent Schering-Flough the designated individuals are John Hoffman, Staff Vice
President and Associate General Counsel; and Jonathon Wasserman, Serior Antitrust Counsel.
Faor Respondent Upsher-Smith, the desipmated individual is Mark Robbins, Director of Scientific
Aftairs. Far Resl::;ﬂndcnt AHYP, the designated individuals are Louis L. FToynes, Jr., Executive
Vice President 2nd General Counsel; and Elliot Feinberg Assistant General Counsel, Antitrist.

. Confidential Discovery Matenal, incloding matenal designated as “Confidential™ and
“Restricted Conftdential, Attamey Eves Only,” shall not, direstly or indireetly, be disclosed or
otherwise provided to an ExpertfConsultant, whether or not that Expertv'Consullant is currently an
officer, director, or emplovee of 2 pharmaceutical company, snless such ExpertConsultant
Apreas o wrilng:

{a) to maintain such Confidential Discovery Matcnal in scparafe locked rooms or
locked eabinet(s) when such Confidential DHscovery Material is nat being reviewoed;

{1 to relem stch Confidential Discovery Material to Complaint Counssl or

1}



Respondents”™ Quistde Counsel, as appropnate, upan the conclesion of the Expat/Consultant’™s
assigmment or retention or the conclusion of this Marer;

(<) to not disclose such Confidential Discovery Material to anyane, cxcept as
permitied by the Protestive Order; and

() to use such Confidental Discovery Matenal aud the infornation contained
therein zolely for the purpose of rendering conzulting services to a Party to this Matter, including
praviding testismmony in judicial or administrative praceedings arising out of this Matter.

7. This paragraph govems the procedures for the following specified disclosures and
challenges to designations of canfidentiality.

{2) Disclosure of Confidential Discovery Matenal o Experts Who Are Curment
(fficers, Directors or Emplovees of Pharmaceutical Comipanies {other than in-house counsel
designated pursitand to paragraph 5 hereto),

If any Party desires Lo disclose Contidential Discovery Material to any Expert who may
leslify and who is a current officer, dirf_:ctor or employee of 2 pharmaceutical company (other
than in-house counsel designeted pursuant to paragraph 5 hereto), the disclosing Party shall
notity the Producing Party of its desire to disclose such material. Such natice shall identify the
spectfic cxpert who may estify (o whom the Confidential Discovery Matenal is to be disclosed.
Such identification shall include, but not be Limited to, the full name and professional address
and/or affiliation of the proposed expen wha may testify, and a current cwmculem vitae of such
cxpert identibying all olher present and prior employees and/or firms in the pharmaceutical
indwstry for which or on behalf of which the identified expert has been emplayed or done

cansulting work 1a the preceding four yoars. The Producing Party may objest 1 the disclosure of

| §



the Confidential Discovery Matenal within five business days of receiving natice of an intent te
discinse (be Confidential Discovery Material to the identified expert by providing (he disclosing
Party with a writFm statement of the reasons for the objection. If the Producing Party timely
objects, the disclosing Party shali not diselose the Confidential Discovery Material to the
identified experl, absenl a wrillcn agreement wilh the Producing Party or onder of the
Administrative Law Judge. The Producing Party lodging an objection and the disclosing Party
shall meet and confer in pood faith in an attempt to defermine the terms of disclosure (o the
1dentificd expert. If at the end of five business days of nepotiating the parties have not resolved
their differences or if counsel determine in good faith that negotiations have fatled, the disclosing
Party may make written application o the Adminismative Law Judge as provided by parmagmaph
T{c) of this Protective Ocder, If the Producing Party does aaot abject to the diselosure of
Confidential Discovery Malerial to the identified experl within five business days; the disclosing
Party may disclose the Confidential Discavery Material ta the identified expert.
(i} Challenges to Confidentialicy Desigmations

If any Party secks to challenge a Producing Party’s designation of material as Confidential
Discovery Maicnal or any other restriction contained within this Protective Order, the
challenging Party shall notify the Producing Party and all Parties to this actioa of the challenge to
such desimmation. Such notice shail identify wilh speciticity {1.e., by document control numbers,
deposition transcript page and line reference, o other ineans sufficient w locate easily such
inatecials) the desigriation being chailenged. The Producing Party may preserve 11s designation
within five business days of Teceiving notice of the confidenuiality challenge by providing the

challenging Party and all Parties to this action with a wniten statement of the reasons for the

12



designaton. [fthe Producing Party timely preserves 15 nghis, the Parties shall conttnue to treat
the challenged matenal as Confidential Discovery Material, absent a written agreement with the
Producing Party or order of the Administrative Law Judge. The Producing Party, proserving its
nights, and the challenging Party shall meet and confer in good faith in an attempt to negotiate
changes to any challenged designation. Ifat the end of five business days of negotiating the
parties have not resalved their differences or if counsel determine in good faith that negotations
have faited, the challeoging Party may make written application to the Administrative Law Judge
as provided by paragraph 7(c) of this Profective Order, If ¢he Producing Party docs ROt preserve
1ts rights within five business days, the challenging Party may alter the designation a5 contained
in the notice. The challenging Pacty shall notify the Producing Purty and the other Parties to this
action of any changes in confidentiality designations.

Regardless of confidential designation, copias of published magazine or nowspaper
articles, and excerpts from published books and public documents filed with the Securities and
Exchange Commission may be used by any Party without reference to the procedures of this
subparagraph.

{c) Resolution of Disclosure or Confidentiality Disputes

IT negotiations under subparagraphs 7(a)-(b} ol this Protective Crder havce failed to
resolve the issues, a Party seeking to disclose Confidential Discovery Material or chiallenging
conthideutiality desigmation or any other restncltion cotdatined within this Prolectve Order may
make written application to the Administrative Law Judge (or relicl. Such appiication shall be
served on the Producing Party and the other Party, and be accompanied by 2 centification that the

meet and confer abligations of this paragraph have been meat, buot that poed Faith negotiatons

13



Confidential from the time the Producing Party advises Complaint Counsel and Respondents’
counsgel in writing that such material should be so designated and provides all the Partiag with an
appropiiately labeled replacement. The Farties shall reterrn promptly or destroy the unmarked
docotments.,

©10. If the FTC: (a) receives a discovery request that may require the disclosure hyitofa
Third Party's Confidential Discovery Matenal; or {b) intends to or is required to disclosa,
voluntanily or involuntanly, a Third Party’s Confidential Discovery Material (whether or not such
disclasure is in response to a discovery request), the FTC promptly shall nofify the Third Pary of
either receipt of such request or its intention to disclose such materizl. Such notification shall be
in writing and, if not otlterwise done, seut for roceipl by the Third Party at least five business
days belore production, and shall include a copy of this Protective Order and a cover Letter that
will apprise the Third Party of its fglis hereunder.

1. Ifany person receives a discovery request in another procceding that may require the
disclosure of a Producing Party’s Confidential Discovery Material, (the subpoena recipient
promptly shall notify the Producing Party of receipt of such request. Such notification shall be in
writing and, if not otherwise done, sent for receipt by the Prqdw:_ing P'art at least {ive business
days befare production, and shall includc a copy of this Protective Order aud a cover letter that
will appnise the Producing Party of its rights hereunder, The Producing Party shall be solely
responsible for asserting any objection o Lhe requested production. Nothing herein shall be
construed 25 requining the subpoena recipient or anyans else covered by this Ocder to challenge
or appeal any such erder requinng production of Confidential Discavery Matedal, or In suhject

wsell Lo any penalties for nongompliance with any such order, ar to seek any relicf from the

13



Administrative Law Judge or the Commussion.

12. This Order governs the disclosure of information during the course of discovery and does
not constitrte an in camera order as pravided m Section 3.45 of the Cemmission®s Rules of
Practice, L6 CF.R. § 3.45.

13. Nothing in this Protective Order shall be construed to conflict with the provisions of
Sectons 6, 10, and 21 of the Federa! Trade Commission Act, 15 U.S.C. §§ 46, 50, 57b-2, or with
Rufes 3.22, 3.45 or 4.11{b}{e), 16 C.FR. §§ 3.22, 3.45 and 4.11(h)-(e}."

Any Party or Producing Party may move at any time for #n camers treatment ol any
Contidential Discovery Material or any pottian of the proceedings in this Malter to the extent
necessary for proper disposition of the Malter. An application for ir cartera treatment must met
the standards zet forth in 16 C.FE. § 3.45 and explained in fx re Dura Lube Corp., 1999 FT
LEXTS 235 (Dec. 23, 1999).

14, At the concluston of this Mantter, Respondents’ counsel shall return to the Producing
Party, or destray, all originals and copies of documents and all notes, memoranda, or other papers
containing Confidential Discovery Matedal which hawe not been made part of the public record
in this Matter. Complaint Counsel sfllall dispose of all docurnents in accordance with Eule 4.12,
16 CFR. § 412

15. The pravisions of this Protective Order, insofar as they restrict the communication and

use of Conlidential Discovery Malerial shall, withoul written penmission of the Producing Pacty

! The right of die Administrative Law Judye, the Commission, aud reviewing couds to
disclose information afforded in cumera treatnent o1 Conlidential Discovery Matepal, to

the extent noccessary [or proper disposition of the proceeding, is specifically reserved
pursuant to Rule 3.45 16 CT R, § 3,435,

16



ot further order of the Administrative Law Judge hearing this Matter, continue to be binding afier
the couclusion of this Matter.

16. This Protective Order shall not apply to the disclosure by a Producing Party or its Counsel
of such Froducing Party’s Confidential Discovery Material to such Producing Party’s etnployecs,
agenls, former employees, board members, directors, and officers.

17. The production or diselosure of any Discovery Matenal made after enfry of this
Protective Order which a Producing Party claims was inadvertent and should not have been
produced oc diselosed because of a privilege will not automatically be deemed to be a waiver of
any privilege to which the Producing Party would have been entitled bad the privileped
Discovery Maferial not inadvertently been produced or disclosed. In the cvent of such claimed
inadvertent production ar digelosure, the following proceduras shall be followed:

{a) The Producing Party may request the retwn of any such Discovery
Matenal within twenty days of discovering that it was inadvertently produced or disclosed {or
inadvertently produced or disclosed without redacting the privileged content). A request for the
return of any Discovery Matenial shall identify the specific Discovery Matenal and the basis for
ssscriing that the specific Discovery Ha[cﬁal {or portions thereof) iz subject to the attomey—<client
privilege or the work product doctrine and the date nfdiscom:ry that there had been an
inadvertent production ar d-i,sr:lr}sure.

() If a Producing Party requests the retum, pursuant to this paragraphy, of any
sich Discovery Material fram another Party, the Party to whain the request is made shall return
immediately to the Praducing Paity ali copies of the Discovery Material within its passession,

custody, or contrel—including all -:n:npies: in the pussession of experts, consultants, or others

17



whom the Discovery Matenal was provided—unless the Party asiced to retumn the Discovery
Matenial in pand fzith reasonahly believes that the Discovery Materizl is not privileged. Such
good fith belie[ shall be based on either (i) a facial revicw of the Discovery Materal, ot (i) the
inadequacy ol any cxplanations provided by the Producing Party, and shall not be based onan
argument that production or disclosure of the Discovery Material waived any privilege, In the
avent that only portions of the Discovery Matenal contain povileged subject matter, the
Producing Party shall substitute a redacted version of the Discovery Material at the time of
making the request for the retum of the requested DHscovery Material,

(c) Should the Party contesting the request to retumn the Discovery Material
pursuant to this paragraph decline to retum the Discovery Material, the Producing Party secking
refurn of the Discovery Matetial may thereafter move for an order compelling the return of the
Discovery Material., In any such motion, the Producing Party shall have the burden of shawing
that the Discovery Matedal 1s privileged and that the production was inadvertent.

18. Entry of the foregaing Protective Order is without prejudice 1o the right of the Farlies

or Thard Partics to apply for further protective orders ot for medification of any previsions of this

Irofective Order,

ORDEREL: (Y% KM
D. Michael Chappél!

Administrauve [aw Judge

Phate:  Bay 10, 00T
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UNITED STATES OF AMERICA
FEDERAL TRADE COMMISSION

l

in the Matter of

SehenngPlough Corparation,
a corporation,

Upsher-Smith Laboratories,
a corporation,

Dacket Mo, 9297

and

Amencan Home Products Corporation,
A corparation.

T N et i et it et S e et ot et Nematr St

PECLARATION CONCERNING PROTECTIVE
ORDER GOVERNING DISCOVERY MATERIAL

[ [NAME], hereby declare and centify the following to he true:
L. [Statement of employment)

2. [ have read the “T'rotective Grder Goveming Discovery Matorial” (Pratective Order™)
1ssued by Administrative Law Judge D. Michael Chappell on May 10, 2001 in connection with
the above captioned matter. [ understand the restrictions on my use of any Confidential
Discovery Material (as this term is used in the Protective Qrder) in this action and I agree o
abidec by the Frotective Order, '

i [ understand that the restrictions on my use of such Confidential Discovery Material
include:

a that I will use such Confidential Discovery Material only for the purposes
of preparing for this proceedings, and hearing(s) and any appeal of this
proceeding and for no other purpase;

b. that { will not disclese such Confidential Discovery Matenal to anyone,
creopl a5 pommitted by the Protective Qeder; and

. that upon the termination ol my participatian in thiz proceeding [ will



prompily return all Confidential Discovery Material, and all notes,
memaoranda, or ather papers containmg Confidental Diseovery Material,
to Complaint Counsel or Respondent’s counsel, as appropriate.

4, [ understand that if L am receiving Conlidential Discovery Matenal as an
ExpertfConsuliant, as that term is defined in this Protective Order, (he restrictions on my usc of
Confidential Discovery Material also include the duty and obligation:

i to maintain such Confidential Discovery Matenal in separate locked
roomis) or locked cahinet{s) when such Confidential Discovery Materiz! is
nat haing reviewed:

b. ta retern such Contidential Discovery Material to Complaint Counsel or

Respondent’s Cutside Counsel, as appropriate, upon the conclusion of my
assismment or retention; and

o, Loy use such Confidantial Discovery Material and the information eantained
therein solely for the purpose of rendening consuliing services to a Party to
this matter, fncluding providing testimony in judicial or administrative
procecdings arising oul of this matter.

5. [am Rilly aware that, pursuant to Section 3.42{h]} of the Comimission’s Bules of
Practice, 16 CFR_§ 3.42(h), my failure to comply with the temms of the Peotective Order may

constitute contempl of the Commission and may subject ma o sanctions imposed by the
Commission.

Date:

Full Name [Typed or Printed)

Signature
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UNITED STATES OF AMERICA
FEDERAL TRADE COMMISSION

In the batter of

Sehering-Plongh Cotproration,
a carpnration,
LTpsher-Smith [ ahoratories,
2 carporation,

Dacket No, 9297

end

American Home Products Corpotation,
a corparation.

R | M Y W S

ORDER DENYING AHPMS MOTION SEEKING LEAVE
TO REQTHEE. THAT ALL BRIEFING REGARTNNG ITS
MOTION FOR FROTECTIVE ORDER BE FILED UNDER SEAT

L

Cn Beptembar 17, 2001, Respondent American Homes Products Corporation (“AHP}
filed it Motion Seeling Leave to Requine That All Bricfing Regarding Tts Motion for Protective
Order Bz Filed Under Scal. Camplamt Counsd and other Respondents da oot oppose the
ot

L

AHF states that it recertly discovered it had inadveartently produced io the staff of the
Burean of Cormpetition during the Federal Trads Commission’s pre-Complaint investigation of
this matter several documents which it asserts are protected by the aitorney client or wock
product privikires. ATP intends to file 2 motion for & protective arder requiring Complaint
Comnsed £ réturn thess doouments oo AP, In the instant motion, AHP eeks rolisf Som the
requirement m Ruie 3 22(a} that it file such subsequent maotion with the Offies of the Secretary.
For the reasons set forth below, that request B DENIED. Howetver, pursusnt o Bole 3450,
AHT may fc two versions of its motion for 2 provective order; & public, redactsd version; and a
non-public, confidential versinn -



pRs2EA61 19:1T FAX 2023262327 ADHIF AR JUDGES Bogg

118

Bule 3.22(a) ofthe Commizsinn’z Rulas of Practice requires that all written motions
shali be filed with the Secretary of the Commission. 16 C¥ R § 3. 22(1) IFa party mchudes in a
mitinn infarrmatinn that & subject ta confidepriality protections pursnant to a protecive order,
the party ghall fils tao weriions of the motorn, 2 confidential, non-publicversion acd 2 redacted,
public version, 16 CER. §§ 3.22(h), 3. 45(00). Both the public and the non-poblis voryions ars
filed with the Offica of the Secretary. 16 CFR. §3.45(b). Only the redacted, public varsion is
made avilabls for Mapection to the public,

To rule on a motion for 2 protectvs arder gecking the refym of doaments for which
nadvartemt disclosurs of privilege & claimed, two determainetions must be mads, First, whether
the docmments arc privileged  Sacond, whether the privilege wag waived tmough disclosure,
Whether or oot the povilege »as waived can be determined pot by Inoking st the doguments, tut
by assessing the arcugstances uoder whish thoy were produced. See Jn re Hoecs's Adarion
Rougeal, oo 2000 FTC LEXTS 155, %6-7 (Oct. 17, 2000) {eltfuer Dhited Stenes v. Da Lafora, 973
F.24 746, 749 (9™ Cir. 1997) {“In determming whethar the privilees shotld bs desmed to be
waived, the cirenmstances sorraunding the dizclasure era to ba considersd ™).

In Hoechst Adarion Roussel, g helancing test which permits consideeating of the 1atality of
the cimumstances sumounding disclosure was adopted for determimmg whether disclsure weives
any priviteges, 2000 FTC LEX]IS 153, at *7. Five factom will be considered: (1) the
1easonabienses of the precautions taken fo prevent nadvertant disclogure; (2) the time teken to
rectify the errct: (3) the scope of ducovery: (4) the extent of the disclosure; and (5} the
overaaching isa of fairness and the protection of an appropriate peiviiege, [, at § (g
Grayv. Gene Ricknell, 36 F.3d 1472, 1434 (8 Cir, 1V96); Alidread v. Grenady, Y88 F.2d 1425,
143435 (5* Cir. 1993)).

AHF zhould be able to dascribe the cirpumatanses under which the docusents were
producad without revesling any privileped information. To the sxtent Complaiot Counscl or
other Bespondeuts dmpute whether the documents are prvileged, AHP sbould b zble to desceribe
sufficiently the context of the docmments withert revealing the privileged information.  However,
in the event that AHF fech it is necassary to attach documerrts which are subject to
comfidentiafity protections pursuant to 2 protestive order ar to descris the documents I such
deail that may reveal'the comtents, it may file two versions of iy motion for a rotective ordar
with the Secretary: a non-public, confiderydal version ayd a public, redacted version. In addition,
alt subscynent beiefing, Le., responses and roply, i any, shall comport with Rule 3.45(5),

DRDERED:- j’
D, Mfrhaal ﬁpﬂl

Administretive Law Judps
Date: September 25, 2001







UNITED STATES OF AMERICA
BEFORE THE FEDERAT TRADE COMMISSION

In the Matter of

Schering-Plough Corporation,
A corporation,
Doclel No, 9297
Upsher-Smith Laboralorics, Inc.,
: a corporation,

and PUBLIC RECORD

American Home Prodects Corporation,
a corporation

Tt Tt gt Nt Sl Ml e e e Y| N’ g e “m

DECLARATION QF -« = » « IN SUPPORT OF RESPONDENT AMERICAN HOME
PRODUCTS CORFORATION'S MOTION FOR A PROTECTIVE ORDER,

I, « +»+, declarg as follows:

1. Ilzmm s st s s st s s s n s namuns L T T o P E A E R E

have personal knowiedge of the facts set forth herein,
2. L represented AHP and ESI Lederle, Inc. (“ESI™) during the patent infiingement jawsuit
involving E5I and Key Pharmaceuticals, Inc. (“Key™), case caption Key Pharmaceuticals, inc, v.

ESI-Lederle, Ing., Civil Action No. 96-1219.

3. The law firm of Kenyon & Kenyon acted as outside coungel for AHP and ESI during the
patent infringement lawsuit involving ESI and Key. Paul Hellor was a partner at the law firm of

Kenyon & Kenyon and represented AHE and ES@in this patent infringement lawsuit,



4. Al the behest of the federal judge to whom the case was assigned, Judge Jan DuBois of
the ULS. Distriet Coust for the Eastern District of Pennsylvania, ESY and Key engaged in
settlement and mediation negotiatians and discussions, including settlement conlerences with
Magistrate Judge Thomas Reater at contain periods during 1996, 1997, and in the first haif of
1998,

o At vanous timcs during the patcat litigation, ++ == s s s s s v s s st anst s ranns

- a & N B A& J AR S LG RS St kS d kR d YT Y FEEFE S SN E AR E N & & d R R Aok R E TN EEE R F &
*F 4 F P+ Fd A ] A AT PR R R R R T NN R kA F kR d R R E AT AR R A oA
LA B B R L B R N I N N N I N N N N N N N L E N L R E

R E A AN &K E AR T TN T EEFEE S SRR NP EEEF R AR FYFF N A F AR F A AN R Rd R



[ ]



L I B N

[

Executed un September |, 2001

-

-

-

Respeetfully submitted,

I declare under penalty of perjury that the foregoing is true and correct.







IINITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

in the Matter of

Schering-Plough Compaoration,
a corporation,

Diocket No. 9297

Lpsher-Sinith Laboratonies, Inc.,
a corporaton,

PUBLIC RECORD

anil

American Home Products Corporation,
a corporation

P T et S Mt Mt et ! ot et e e Yt e S

DECLARATION OF - - - « IN SUPPORT OF RESPONDENT AMERICAN HOME
PRODLICTS CORPORATION'S MOTION FOR A PROTECTIVE ORDER

1, = + + »,declare as follows:

2 + 4 4 % 4 & & %4 88 b d %k 4w E S S EEEFESE S FE S EEEREE S & E NS AR FEAd AN
3 Lawrence Alaburda, Litigation Counsel, Patents, for American Home Products

{(“AHP”}, acted as in-house legal counsel for AHP and ESI during the patent infringement
lawsuit brought by Key Pharmaceuticals, Inc. against S, casc caption Ecy

Pharmaceuticals, Inc. v. ESL-Ledarle, Tne., Civil Action No. 98-1219. Paul Heller, of




Kenyon & Kenyon, acted as outside counsel for AHP and EST during this same patent

infrinpement lavrsuit,

4. During the course of the patent litigation, =+ == =srmsvsevrseaninaan.
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document was created solely at the request of counsel in the patent litigation between EST
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7. I also have revicwed the document containing Bates Nuinbers = === == =
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solely at the request of counsel in the patent Iittgration and not for any business pinpose,

& It is my best recollectiontha sorsaressnssaniinav s sniinann,

A8 kAR d o FdE TR AE RN AN R &N AN N RN P A ko AW T RN FE AN AR kR
4 4 B E & E A& A& EEA&ESJdEEF S AR E R R A d TR TS AT Y R SN R A S d A F YT R TRFE
- & 4 FAFFRFd ok ddd w4 RN R E R AR Fd A AN R d Rk AE RN N AN N RN
T EE ST EAERE KNS FFR S AN FFEFFd R dd Y e P E R R R R E N A d N & b ooy FYoE
RS A FF kAR AT h Y T TR Y YT RN E A F AR AR AN A Fd AT FEEEoA
LE N R R R R NN R R I N N N N N N N L R ]
= E S E EFEEFAE A SR FE R R Ad FFd A Y s E T PR S A A A Ad K E R d T TR YT OEREEE AR

» = = = This document was created solely at the request of counsel in the patent litigation
and not for any business purpose.
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for any business purpose, but solely in rclation to a request from counsel in the patent suit

between AITR/TSI and Key.
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R R T TR Pasasemanianacnmaas . These documments
were created solely at the request of AHP's counisel during the patent infringement
lavwsuit then pending against EST and not for any business purpose.

11. v esareseaas e s participated in an investigational hearing in the FTC's
investigation of AIIP/ES! relating to ifs settlement of Key®s patent infringement lawsuit.
During that hearing, 1 was guestioned about various documents including =+ s == v 24
............................................... Atthe timc of
my investigational hearing in this matter, t did not recal that comnsel had asked me to
prepare thess documents, ner did I recall any of the circumstances leading to the creation
of these documents. [ participated in a meeting or two with counsel for AHP/ESI to
prepare me for my investigalional hearing, It is my behief ihat during the preparation for

myinvﬂstigat‘iﬂnalhcarirlg "m ks rradr s AaE A s kR

-------- O+ B g N EREF N R E AN K EREE KN EF PP R AN EER NN EEAEEEES
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I deelare under penalty of perjury that the foregoine is true and correct.

Executed on September L 2001

Respectiully submutted,

R






UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matter of

Schering-Plough Comporation,
a eorporation,

Docket No, 9207

Upsher-Sigith Laboratories, Inc.,
4 corporation,

and

IMUBLIC RECORD
American Home Products Corparation,

a corporation

S e e et et e wma St ‘wer’ St ment

DECLARATION OF «««reevranreeaas + =« =« INSUPPORT OF RESPONDENT
AMERICAN HOME PRODUCTS CORPORATION'S MOTION FOR A
PROTECTIVE ORDER

IR feridanmrs » declare as tollows:
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{ declare under penalty of perjury that the foregoing is true and correct.

Executed oa September , 2001

Resgpectfilly submitted,

L I |






INITED STATES OF AMERICA
BEFQORE FEDERAL TRADE COMMIESION

It the Matter of

Schering-Plough Corporation,
4 Corporanon,

Docket Mo, 9297

Upsher-Smith Laboratories, Inc.,
a corparation,

and PUBLIC RECORD

American Home Products Corporation,
a corporation

et Tt Tt st Mt o’ N et e Mg’ M e M

DECLARATIONOF s+« v s a0 av+rnae - INSUPPORT OF RESPONDENT
AMERICAN HOME PRODUCTS CORPORATION'S MOTION FOR A
PROTECTIVE ORDER

I, vereees declare as follows:

1. [a s v v oreeomesvoasnnsannaasnansnsnnan s emadresnaneans

o omoh hmmoam koo kA ok bE Nk kRN d N kR FA kA ko a ok ok koAb e

I‘Illllliiilllill‘liillliiil!i'lIil‘ilhavepmnuﬂl}m_owlﬁgeut‘the

facts sel forth herein.

2. In response to a subpoena duces tecurn issued to AHFP by the Federal Trade
Commission (“FTC™) on Navember 5, 1999, counscl for AHP undertook an expansive
document eallection and production. I personally supervised the document collestion,
document review, and document production process on AHP's behalf, In order to crsure
compliance with the subpoena, T negotiated with FTC Staff to aliow for production on a
rofling basis.

3 Counsel for AHP reviewed rmore than 100,000 pages of docaments laoking for
responsive material, and produced more than 27,000 pages to the FTC during the pre-

Complaint investigation. I, along with legal assistants at AHP, conducted a search for



documents responsive to the broad subpoena, which enlailed examining the {iles of
various employees of AHP and its divisions. In respending to the subpoena, the attorneys
also reviewed pleadings, depositions, expert reports and olher maledals produced in the
underlying patent litigation between ESI and Schering.

4, After gathering potentiaily responsive materials, the documents were then
reviewed by trained and experienced attorneys, who reviewed the documents for
responsiveness and segregated oul those documents thal were potentially protecied by the
attorney-¢client and attorncy work product privileges. The materials that were segrepated
as being potentially privileged were then given to me to review. [ reviewed these
documents and, based on the information available (o me at the time, made a decision as
to which documents had a colorable claim of privilege. Those documents initially were
withheld from production t-:r the FTC. Documents that did not appear to be privileged
were then integrated back mio the document production. I did net review all of the
documents that were produced and which were not segregated as being potentially
privileged.

5 o odowom o ko odow A A ko bR ARk d o kR kR od s AR DR AW
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7. When the documents referenced in paragraph 6 of this Affidavit were produced to
the FTC in and sround February and March of 2000, 1 did not know that these documents
had been prepared ==+ + - > 2= - == . ........... atthe request ol = = == = vaa
araswaassmrnsnas s nessHag In eonnection with the patent litigation
between BSI and Schering, or that they were nat created in the ordinary course of BSI's
business. [ also did not know at that time that some of these documents reflected the
mental impressions ﬂf‘-’.‘-DU.I‘J.ISﬂl or that they reflected privileged communications between
AHP and its counsel.

2. During « =« +«+- deposiicnon « <= === s == , which I attended, counsel for
the FTC inquired into the origins of certain market forecasts, including » + « Fxhibits 1, 4
through 6 and 8. During the deposition, + + ¢ = « « « was unable to recall why the < » =« »
had been created, who at the company had preparcd them, or to whom they had been
distribuied. At the time of === - - deposition, [ did not know that 1, 4 through 6 and 8
had been prepared at the request of AHP s counsel during the patent infringement lawsuit
or that many of these documents contained the meatal impressions of counsel. Becatise

= = = » gould not remember the edgins of those documents during his deposition, T
believed there was no definitive hasis upon which to ¢laim privilege, and accordingly, did

not object to questioning abowt thess documents. I likewise did not advise



------- + s n e a e who was defending < ¢+ ¢ < =+« + + deposition, that there was a
basis upen which to claim privilege and object to questioning abowut the documents.

g, I did not learn all of the facts supporting the clatm of attomey-client privilege und
attorney work product protection regarding the AHP documents referenced heecin until
July and August of 2001.

1 declare under penalty of perjury that the foregoing is true and correct.

Executed on September , 2001

Respectiully submitted,






UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSIGN

)
In the Matter of )
)
Schering-Plough Corporation, )
a corporation, )
) Docket No., 9297
Upsher-Smith Laboratories, Inc., )
a2 corporation, }
}
and i PUBLIC RECORD
)
‘ )
American Home Products Corporation, )
a corporation )
)
DECLARATIONOEF »severrvrenenn.. IN SUPFORT OF RESPONDENT
AMERICAN HOME PRODUCTS CORPORATION'S MOTION FOR A
PROTRCTIVE ORDER
[ seeemmacnann , declare as follows:
1 It s+ namuss N N RN RN E R R LR T TR R E R
---------- *==crswerresares | have personal knowledge of the facts set forth
herein

2. On June 25, 2001, complaint counsel served on AHP a Rule 2.33(c) Notice of

Deposttion, which requested AHP to produce a witness to testify about the documents

matked as Exhibits | and 4 - Btp v = neeannvws deposilion, =r=rtr1 et s et iraane

3. Dunng July 2001, Ameld & Porter undertook an investigation to identify the
company representative al AHP mest knowledgeable ahont these documents and to

answer the questions posed in the deposiion notice, =+ marnsremeenasninnais,
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4, In July and Aungust 2001, counsel for AHP learned for the first nme thart the
following documents were not prepared for any business purpose, but rather were
preparad at the request pf = s - v e v e s v v v v e e Heg andfor s v =snvav Beg o vervess
------- v == n e e e e e —utside counsel who represented EST Lederle, Inc. during
the patent infringement case filed by Schenng’s division, Key Pharmaceunticals, Ine,.
against ESI — and refleet their mental mpressions and/or reflect privileged
communications between AHP and its counsel during the patent infringement litigation

with Schering regarding K-Dur 20:

------------

o F R F koo R R T 4 FE

5. Upon conchiding that these decuments were privileged, and therefore protected
from disclosure, I, along with other attomeys at Amofld & Porter, hegan investigating the
circumstances surrounding the production of these documents fo the FTC. As a result of
that investigation, I leamed that each of these documents referenced abeve had been.
madvertently pmducaﬂ ta the FTC dunng its pre-Complaint investizgation of this mattcr.
8. I, along with other attorneys at Armold & Porter, also reviewed the documents that
were withheld from produetion during the pre-{Complaint investigation on grounds of
prvilere, 1 confirmed that the documents withheld duning (he investgation, « ==+ =« -

- B § + E E & 4§ Fp AN S S FEEE N F N A AR E AN RN § A E N Y N EEEEEEEE AR EFEESEAEFTE

were prepared at the reguest ol counsel for purposes ol assisting counsel in the



underlying patent litigation and pot for any busincss purpose, and they therefore, were
propetly withheld from production.

7. After confirming thal these documents were privileged and that they were
inadvertently produced to the FTC, I sent a letter to Complaint Counsel Andrew Ginshurg
on July 20, 2001, notifying complaint counscl of the inadverienl production and
requesting the prompt return of the docunents, as well ag »+ « = = » » + deposition
ranscript. See Ex. A atfached heretn. Complaint Counsel Bradley Albert iclephoned me
on Tuly 24, requesting additional information to assess AHP s claim of privilege. On July
25, 2001, [ provided complaint counset with a letter describing the facts that support the
privileged nature of each of the documents at 1ssue. Seg Ex. B attached hereto. Om July
27, complaint counsel advised me that they would oot relurn the pnvileged documents.
See Bx. C attached hereto. ‘To date, compiaint counsel have refused to refurn the
privilegcd docurnents.

I declare under penalty of perjury that the foregoing is triee and correct.

Executed on September |, 2001

Respectfully submitted,

------------
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F3TELECOY G ILY AATE

Aalvews 5 Gmnsbary, Vag
Borean o Competition

Federal Trade Comnission

GO Penngylvioniz Avenue, NAW
Waslineton, [} 0. 20580
Telzeopy: (2023 320-33504

Rt o the AMatier of Selering -Ploupis Corp., Unsler-Sieith
Caorbioratorios, aud Amovican Howe Procdeces, Dhackor No, 9297

Drea; Androw:

Larit wiiting i response 4o your fetter dated July 13, 2001 aed 1o conplanl
counsal™s ritte 3030 Natice of Depastiion, dated June 25, 2001, As you kaeow fom our
prior diszussians, we have been workimz diligendy o facele respansive information and s
company wilness to testify about thosa documents and mallers 5ol fardh in the Wadice af
Depasiion. Widle eoudueting that wvestigalion, we recenlly bave leasned thal iugst and
fikely all ol Jie docurrents refercnced i the Notice of Deposition arc proteeled froe
dizcovery by he atormey-client privilege and by the alomey work product dacteine,
Epecilizally, during the cowrse of out investigabion Lo respond to the Notice ol

Deposilion, we have leamed that those documeants & . o ., . . . . . lolix
Tos s st s s s e s s e e e e e e e = e = cwn prgparcd at the

wedquest of counsel and conlzin the menial wopressions of counsel, Based upon what we

fave e, it also s lkely thm o 0 o . . i, . - . . were prepancd

21 the request of gounsel, and thersfore alzo ace privilegad. Howr. wor, wi sl arc
finalizing our mavestipation of that question.

Similarly, dering ow Rule 3.370c) invesligaliion, we also lezioed g iveo
additiginl documents, beanng bales nunbers . o . . . .
weere propared at the cequest of counsel and contain thc mcuta{ 11111}1'-3*;51&:55 of
counsel.! Those documaats therefore alsg are protested [rom discovery Ly i ooy

(. . .

Two ether dacumena, bearing baes nuenbers. -« - o L . L o L . 0 o, ko may
e been prepared at e request of counsel, and thecefore may slso be porvileped, ol we sl ace
Tinalizing oor investigadion of that guestion,



ARNOLD & PORTER s

MDA 59%9 Fax

LI5S Twert L S-I,'l'{"r_\ll;. [
Washiogron, OO 20052 1206

Andrew 5 Omsburg, 125, -
Iuly 20, 2001
Page 2

clicm privilege and the altamey wark praduct doctring, Each of thesz decuments was
imaclvertently praduced 1w 1le stalf at the Burean of Competition doring, the FEC's pro-
Complaint fnvestization.

We licrehy request sat vou immediataly retern the s1x documents ial we have
confinmed are privileoed and were madventanly peoduced, as well as any copies you Ay
hzve made Lrereal, 0 me by no later than Friday, Juiy 2F 2001, We also Turely request
that you ixncaediately reteieve and retarn any coyries of these docoments™wlich comalan
counsel g distributed 1o others, including expests, by thal date, [Cyou have any copies
of these docnuenis thal contain the mental inpressions of counssl andfor ot work
podduct naations, we ask that yon immediately destroy hose capies, Lastly, we ask {hal
youraturmdame albeopiesai ., ., . . . . . . . . . . . . .sothatwe
may redact all lestimeny redating Lo the povileged docuracnis. We will relum the
redacied capizs of the transerys 1o you once we have done so. The retum: ol ticse
prviieged documzn’s is mandalod Ly the lawe applicable 1 (s cuse, Judge Chappell's
prios udings on sunifar issnes in ke Hoechst!Andes matter aed by (he language and spict
af the Peotective Ocder m this case, specilically paragraph U theveof,

Dy copy ol tlus letier, we are requesting counsel (or respondents Schiering-Plovsh
aetd Upshze-Snuath to follod the same procedures.

Becatse most aud likely sl of the documents identified in Compiaing Connsel’s
Tume 25™ Netice of Leposilion ace pavilegad, AP will not be producing a Rule 3.33(:)
wilness in respouse lo the Notice at ilus Gime. As soon aswe delermuine whether |, |
-« «are pavileged, we will notify you. Shauld 1t tum out that these docuines are
i povileped, then we will comact you 10 deleimine whether complaint counsel woukd
fike a ulz 333 (o) witness as 10 those documents.

I you kevve any questions aboul any of {he wssues sat forth o this letier, lea
please call e,

Sincercly,
L L’t-ﬁtj it [.?/,e{uux___ﬂ
Cathy Hollinan

Latuls Eoaran Bolkat, Lsq.
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Andrew 5. Chinsburg, F5q.
July 240, 2441
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Lavara sheres, Bsi
Choislopher Curcan, Hsq.

H12.942 G000
102,942 5397 Fax

SEL TwerlMly Sereol, vy
Wasiingloa, D07 0041200
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Cathy_Hofmzn@agoreneom
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207952 5123
202 542 BEAG Fay

S5E Torellzh Strec, R
Washinglon, O 20004.12795

Tuly 25, 200H

LY TELECOPrY

Bradley 5. Albert, Esq.
Federal Trade Commission
O] Pennsylvania Ave  NW
Washington, DC 20550

Ke: futhe Matter of Sclteving Plouph Corp., Upsher-Sinith faboratories,
Ammericat Home Prodncts, Docket No, 9297

Dear Byad;

Thisg is 1a respond to your request vesterday {or more information abeut the six
privileged documents identified in my Ietter of July 28, 2007 to Andrew Ginsburg. Yeou
tndicated that cormplaint counssl are trying to evaluate thein response to my July 20 letter,
#nd requesied that | provide you with more information to assist your assessment of our
claim that these documents are subject lo the atlomey-client and work product privilezes.
You specifically requested that I provide you with the infotmation that wauld be
containsd in a pravileged jog about each document. The following provides additionsl
information about each document.
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Washingion, DO 20004 1205

Gradley 5. Alber, Tag.
Tuly 25, 2001
Page 3

We boliove the information you have ahout these decuments should enable you to
concur in our bolief that these docurnents are protected by the attomey-client and work
product privileges. As 1 noted in my letter of July 20, we are conlinuing to invesiigate
whether two other documents that were produced during the pre-complaint invesiigation
are simiiatly protoeted, and will contact you onice we have made that determination.

Please call e if you have any 2dditional questions.

Sim;n;zrel}-’,
Calhy [Toffman

ce: Laura Sheres, Bsqg.
Chiis Curran, Tsg.

Washingtoan, OC Bhowd Yok {05 Anygeles Contuny City Demven Lomdon Harhern Wirqioia
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UNITED STATES OF AMERICA
FEDERAL TEADE COMMISSION

WARETITHG TR 1R, 20530

Buragr of Comppelisiar,

Bradley S. Allen, £3q
Crivgaed Dhipl, 2003353670

Jury 27, 2001

Via FACSTMILE AnD 15 IV

- s LR a

1.

Callyy HofTiuan, Esy.

Amold & Parer

555 Twelith Strect, MW
Washington, 12,07 20004-12400

Re:  fu the Maifer of Schering-Plough Corp., Upsher-Smitin Lahoratories, and
Awnarican Haome Products Corp, FIC Docker No, 9207

Drear Catliy:

I ar wating w response o your letlers dated July 20, 2001 and .iul}r 25,2001 Yeu have
asked camplaind cownsel to retarn - - - - - of the - - Tt oo
........i.‘,ﬂﬁwgug,_«_-,----'-+""“‘I:;1mmmg
at all were inadvenently produced. For the reasons described below, we have decided not to
return any ol these documents al-this time.

First, you claim that returming these documents 1s mandated by the “language and spinil”
of Paragraph 17 af the Protective Ovder. We disagree. Pargmaph 17 applies only to “[{]he
production or disclosure of any Discovery Malerial made afier entry of this Protective Grdec”
(emphasis added), The documents at issue wers produced on February 22, 2000 and March 7,
2000, well before the filing of the Complauy, 1ot alons the entry of the Protective Order.

In addition, as the title of Paragraph 17 makes clear, that provision covers only e
“inadvedeny” production of documents. AHP'z production of the disputed decnments cun oo
way be descrbed as inadvertenl, Inadvertent or involunlary disclesures oceur, for erample, wien
in the eaidst of @ voluminous production, a privileged document iz mistakenly included,

Here, by contrast, AHP tumed the matenals over to the FTC moce than ong yeur ago,

ataong a very limited nwmber of documecnts, Then, - - - - = - complant counscl used
most of the documents asked to be retumed inthe . 0 L L . - - .

.« - AHP's outside counsel, Keaneth A, Letzicr and Bandal M Slmhf:cn as weli as ils
inzide counsel, Eliot Feinberg, wore presenl. Dunngr a heaning which lasted an enfire day in
which the dispuicd docwnents were specifically reviewed by the witness and counsel, no one



Cally Haffman, Bsa.
Ty 27, 2001
Pags 2

raised any privileee issue conceming, of relating to any of these Exlibas. Sinee that heanng,
ek than seven mooths apn, the documents have rematned i (e Connssion’s passession and
sl there was oo 28serlion af any so-called “prvilage”™ undl Bt week. Uinder these facts, there
15 nu credible arjument thay the documents were disclesed inadvertently,

Second, even under the procedures laid oul n the Proteciive Osder forisadverentdy
produced documents, we are under ne obligadon o reem maten2bs which oo their Moe 2ppear to
be non-privileged business documents. There 1s no evidence whatgaever that these docunicnts,
which include data, sales forcoasts, and financal seenanas, reflect any commmunication hoetwaon
client and eonnsel needed for a claim of atlomey-client puivilege. Moris thee ovidence of the
thoughis or inental impressions of counset, which cowld form the hasis for a clum of wark-
product privilege, In addition, the explanation provided in your letter of July 25, 2001 as 10 why
you believe the materals are privilezed has nol altzred our analysis based on a lacial review of
the dacumenis.

Virally, under the circumslznces, AHNDP ctearly has waived any prividege that mmay have
attzcliod af some potat to the disputed documents.

Wewaail the resalts ol your fnvestigation aste . -, . . inthe |
- v o« cmswellas

- - - 4 ’ a a - - a - a - a

We capect thal AHTP promptly ~sill sither produse a witness, pursuant to Rule 3.33(e), n
response to the Notice of Deposition dated June 23, 2001, or petilion the count {ov a protective
arder. Ifyou bave any questions about our tespanse, pizase contact me at 202-326-3070.

Sincerely,

) Sl §. Fltand =

Bradley 3. Alben, Bsq.

on; Laura 5. Shoves, Bsg.
Christopher M. Curan, Esg.
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ABETED STATES OF AMERRTA

FEDERAL TRADE COMMISSION
WASHIKGTON, 0.0 T0%E0

Evrczo of Corrpebiion

Andicw 5. Gusbung, Fsg.
Dirzed (ool 200 32G-3108

Junz 25, 01

Via Federal Express and Electronic Mail

Cathy Hollun, Hsg.

Armeld & Parter

555 Tweallily Streel, WW.
Washingion, [.C. 20004-1206

Rel  federal Trode Commrssian v, Selhoring-Plongl Corporafion, of ol
Dackat Mo, 9207

Dear Catly:

Cro behallof Complamt Counsel, I have enclosed a copy of the Natice of Deposition. 1{
you have any guestions ar concerns, do not liesitate to call me at 202-326-3108.

Sineorely,

- el Jyr

Andrew 5, (insburg, Feqg.

Enclosure

(v Laura 8. Shores, T,
Chrastopher M. Crorrun, Bsg.



DNITEDR STATES OF AMERICA
FEDERAL TRADE COMMISSTOMN

———— —— =

in 1he baver of ;

SCHERING-PLOUGH CORPOMATION, DPacket No. 9207

a carparation,

UPSHER-SMITH LARGRATORIES, INC,,

a carraration,
and

AMERICAN HOME PRODUCTS
CORPORATION,
a corparatien.

HOTICE OF DEFOSETTON

PLEASE TAKE NOTICE, that pursaaal to Rule 3.33({c) of the Federal Trade Convmnission’s
Rules of Practice foc Adjudicative Proceedings, complaint counsel will take tlie dopasition of
respondent Amcricas Hone Prodocts Corporalion, as represenied by one o mote designzted
oflicis, directors, or other employees most knowledgeable regarding the matiees set foeth in
Exhiluf A to this notice. This deposition will be conducted before sorme person autlhodzed by
law de admintster oaths, and will continue from day to day undil completed. The {estimony will
be recorded by stenographic means. The deposilion will be (aben al the offices of the Federa!
Trade Commission, 601 Pennzylvaia Avenue, MW, beginning on July 9, 2001 at 9:00 AM.

Respentlutly Snbmit

w e e

Andrew 5. Ginslarg
Comiplaint Cavnsel

Datad: Fone 25, 200!
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EXUIRT A

TOCS OF INQUIRY
Explanalion of the documentlabeled  « v v v v v e e e i the
Investigational Hearng for -« -« - - which ook placcon - - =+ v« Tius

explanation would fnciude, but is nat limited to, testimony a5 © who ereated the
dacument, why it was created, faw it was created, when it was created, wiiat arc the
assumptions which undeday the figures, analysis, or other faets presentad, the meaning of
any LeEns, assumplions, of other words 1istad, to whom it wes distiibued, who vsed iy
and in what capacily, and any otber relgvant inform alion pertaining 1o the document.

Explanation of he document ldbeled e
luvestigalional Heanng forr - - - - . which took placcoen | Tlus

cxplanation would nclude, but s not liuated te, testimony as o who ereated the
dacumend, why il was created, low it was created, when il was croated, what are e
assumpions which underlay the figures, analysis, or other (ac1s presentcd, the meaning of
any terms, assumypitions, o other words listed, to whoen B was disicbuted, who used it
and i what capacity, and any atler relevant inf ormaation pertaining to the document.

Explanation of ihe docament labefed = - -+ v 2= v om0 = e in khe
[ivesiigational Hearing for .+ o . - which took placeon . . . . . Ths
explanatton would incleds, but iz not [mited to, testimeony as to whe created the
document, why it was created, Low 1t was created, when it was created, what are the
assumptions which underlay the: figures, analysis, or ather facts presented, the meaning of
any taoms, asswmptions, or other words fisted, to whom it was distibuted, who used i
and i what capacity, and any ather relevant information pertaining to the document.

- - . - - - - u - - + a - - w - - - w - - - - L] Ll - - " »

Explanstion of the document labeled . 0w 0 0 0 2 0 o v 2 b b
Investigational Headng for - ~ - « v whiciifook placcon s
explanation would include, bul is not limited to, tesfimony as (o who created the
doeument, vy it was created. how it was croated, when it was created, whal arg the
assumplions which uaderlay the (igures, analysis, or othier facts presented, the meaning of



any lenas, asstriptions, ar otier words listed, 1o whom it was distnbuied, who used it
and in what capacity, aad any ofber refevant information pedaming to the docemenl.

- - M . . - - u - - u - - - - - - - - - - - - - - - . - -

Explanation of the document labeled . . o L © o . - . . . . . . . . .
-« < . inthelnvestigational Heamagfor . . . . . which ook place on

e s This explanation would include, bat iz wot limited Lo, estimony az ta
who created cach and every pare of the document, why they wera crealed, how they were
created, whon they were ereated, whal are (e assumiptions which sonderlay the figures,
analyais, or olher facts prosented, the meaning of #ay feons, assumpiions, or edler words
listed, o whom they were distnbuted, who uzed them and inwhat capacity, and any other
relevant infonation pertannng o Exhibit Soven. « ¢ o v v - 4 w0 . 0

Fxplanztior of the document labeled - - -« « v 0 v 0w v o0 i
the Investigational Headng foc’. . . . . whichwokplaccen | _ . . . . . .
‘Fhis sxplanation would inclode, but s nos limited Lo, lestimony as (o wha created each
and every paze of the document, why (hey were ¢eealed, low ey were created, when

they were oreated, what are the assumpiions which undeday the igures, analysis, or oihar
facts prosented, the mzaning of arty ks, assumplions, or othier words listed, to whom
thay were distributed, who used (hem and i what capacity, sod suy otber relevant
tifomiation pertaining to Txbabit Eight.



CERTIFICATLE O SERVICE

L Andrew S Ginsburg, bereby cettify that o June 25, 2001, Leauzed a3 copy ef the MNolice
ot Dieposition 40 be sorved wpon the following persans by Federal Express and electronic majl,

Cathy Hotlman, Esg.
“Arnold & Pocfer

555 Twellllr Street, NW.
Woashangion, 1.0 20004-1 206

Laura &, Shares, Bsg.

Howrey Siman Avnokd & White
1298 Pennsylvania Avenue, N,
Washington, D.C. 20004-2402

hristapher M. Curran, Esq.
Wihne & Case [LP

GOT 1340 Srreet, N,
Wasainglon, D.C. 20005

Andrew 5, Gansburg
Complaint Coungel






UNITED STATES OF AMERICA . e om o7
FEDERAL TRADE COMMISSION I

In the Matter of

HGECHAT MARION ROUSSEL, TNC.,
a corporation,

CARDERM CAPITALLP,,
a limited partnership, Dacket Ma. 9293
and

ANDRX CORPORATION,
4 cotporation.

T e St et vt St St ' et ot

ORPER DENYING COMPLAINT COUNSEL'S MOTION RECARDING
HOECHST*S WAIYER OF ATTORNEY-CLIENT PRIVILEGE AND
MOTION TO COMPEL ANSWERS T( DEPOSITION QUESTIONS

L

On September 27, 2000, Complaint Coumsel Gled its Motion Regarding Hoechst's
Waiver of Attorney-Client Privilege and Mation to Cormpel Answers (o Deposition Questions.
On QOetober 11, 2000, Respondent Aventis Fharmaceuticals, Ine. (“Aventis™), formerly known as
Hoechst Maricn Rousset, Ine. {“Hoechst™}) filed its opposition thereto {“Aventis Opposition™).
For the reasons set forth below, Complaintk Counsel’s moticn is DENIED.

.

Complaint Counsel seeks a ruling that it may use, in deposition and in trial, a document
that Aventis prodiced to the Commission staff in the Mergers [ Division of the Burecan of
Competition in November 1997 in connection with a Conunission review of the proposed
acquisition of a subsidiary of Hoechst. The documment ar issue is a nine-page letter, written on
Septernber 25, 1997, from Aventis' outside counse! to Aventis' General Counsel concesning the



Seplember 24, 1997 Stipulation and Agreement alleged in the instant Corsplaint to be
anticompetitive. Both Conmyplaint Counsel and Aventis agree that the document at issue is bath
relevant and privileged. The parties dispute whether Aventis’ disclosure to the Commission
warves the privilege.

Complaint Counse| asserts that Aventis® production to the Commission waives the
privilege becanse vohntary disclosure of a confidential attomey client communication works as a
forfeiture of the privilege and there need not be an intention to waive for a waiver of privilege to
aecur. What is key, Complaint Connsel assents, is the conduct of the privilege holder in failing o
maintain the confidentiality of privileged conmmunications. Complaint Counse! seeks an order
{1) declaring thar Aventis® disclosure of this docnment to the Comrmission waived Aventis’ claim
of privilege and that the document may be used in fitigation; and (2) requiring the author and the
recipient of the document to submit to questioning concerning the contents of the document.
Complaint Counsel docs not assert that disclosure of this document operates as z broad subject
marter waiver.

Aventis asserts that, analyzing Aventis’ disclosure of the document under a “totality of
the circimstances” test, the inadvertent production of the letter did not operate to waive the
attorney-client or attorney work product privileges. Aventis seeks a protective order competling
Complamt Counsel to return or destroy the original and all eopies of the privileged document and
prohibiting Complaint Counset from using the document in any manner in this case.

ml

Pursuant to Commission Rule 3.31(c){2), the Administrarive Law Judge may enter a
protective order 1o preserve the privilege of a person “as governed by the Constitution, any
applicable act of Congress, or the principles of the commnon law as they tmay be interpreted by the
Conrmission in the light of reason and experience.” 16 C.FR. § 3.31{c)(2). There isa dearth of
Commission precedent addressing the circurnstances under which privileges are waived. En fn re
Atlantic Richfield Co., 1978 FTC LEXIS 560, *1-2 (Sept. 12, 1978), where respondents sought
the return of 25 privileged documents which they claimed had been inadvertently produced in
response 1O An investigative subpoena, the Administrative Law Judge held that given the scope of
praduction, the time constramts respondents were under, and the fact that respondents did have
reasenable scresning procedures in place, respondent had not waived its privileges. Complaint
counsel was ordered to retumn the dooments. 4. at *2-3. See afva In re National Tea Co., 1979
FTC LEXIS 100, *18 (Nov. 14, 1979) (“The work product privitege shoutd not be deemed
waived uniess the disclosure is inconsistent with mamtaining secrecy from possible
adwversanies.”).

Judicial decisions and precedents under the Federal Rules of Civil Procedure concerning
discovery motians, though nat controling, provide helpful guidance for resolving discovery
disputes in Cormmission procesdings. L.G. Balfour Co., 61 F.T.C. 1491, 1492, 1962 FTC LEXIS



367, *4 (Oct. 3, 1962), In re fut'l 453 'n of Conference Mnterpreters, 1995 FTC LEXTS 21, *17
(Jan. 24, 1995}, Case law regarding waiver of privileges is widely divergent. “[Clourts have
generally followed one of three distinet approaches to attorney-client privilege waiver based on
inadvertent dizclosures: (1) the lemient approach, (2) the ‘middle of the road’ approach, . . . and
(3} the strict appreach.” Gray v. Gene Sicknell, 86 F.3d 1472, 1483 (8% Cir. 1996). .

“Tnder the lement approach, attomey-client privilega must be knowingly waived” Gray,
86 F.2d at 1483, Mere inadvertent production by the attorney docs not waive the clicnt's
privilege. Geergetown Manor, Inc. v, Ethan Alen, fnc., 753 F. Supp. 936, 939 (5.D. Fla. 1991};
Menclenhailf v. Burber-Green Ca., 531 F. Supp. 951, 954-55 (N.I). [ll. 1982); Dunn Chemicat
Co. v. Sybron Corp., 1975 US. Dist. LEXIS 13801, *14-15 (SDN.Y. Oet 9, 1975). Under the
strict approach, “the privilege is lost even if the disclosure is nadvertent.” In re Sealed Case,
877 F.2d 979, 930 (D.C. Cir. 1980). Ifa client wishes to preserve the privilege, it must guard
confidential attorney-clicnt cormmunications zealously. fd

Between these divergent views is a middle course — cases holding that one looks to the
totality of the circumstances of disclogure to see if the privilege has been waived. “The nwjority
of courts, . . . while recognizing that inadvertent disclosure miay 1esult in a waiver of the
privilege, have declined to apply this “strict responsibility’ rule of waiver and have opted instead
for an approach which takes into account the facts swrrownding a particular disclosure.™ Afldread
v. Grenada, 988 F.2d 14235, [434 (5% Cir. 1993). “In determining whather the privilege shonld
be deerned to be waived, the circumstances surrounding the disclosure are to be considered™
Linited States v. De Lajara, 973 F.2d 746, 749 (9" Cir. 1992). See afso Genentech, frc. v
International Trade Commission, 122 F.2d 1409 (Fed. Cir. 1397} (privilege may not be waived if
disclosure was inadvertent and the party used reasonable effort to protect a confidence. )

Under thig “middle of the road,” balancing test, courts consider the following factors: (1)
the reasonableness of the precautions taken to prevent madvertent disclogure; () the time taken
to rectify the ewror; (3) the scope of discovery; (4) the extent of the disclosure; and (5) the
overrcaching issue of faimess and the protection of an appropriate privilege. Gray, 86 F3d a
1484, Afldread, 988 F.2d at 1434-35. The reviewmg court tmust weigh ail relevant
circumstances on a case-by-case hasis. fd

“When the producing party claims inadvertent disclogure it has the burden of proving
that the disclosure was truly madvertent, and that the privilege has not been waived ™ Godden
Valley Microwave Fouds, Inc. v. Weaver Popcorn Co., Inc., 132 F.R.D. 204, 207 (N.D. Ind
19900, Parkway Gallery Furniture, Inc. v. Kittinger/Pennsylvania House Growp, Inc., 116
FR.I 46, S0 {M.D.N.C. 1987), gfi"d 878 F.2d 801 (4® Cir. 1989).



Iv.

In Commission proceedings, it is appropriate to utilize the approach taken by the majority
of courts and to consider the crcumstances under which disclosure of 2 privileged decurnent has
been made to determine whether the disclosure waives the priviiege. Adopting a balancing test
results m flexibiity, permitting consideration of the totality of the circumstances surmounding a
particular inadvertent production on a case-by-case basis and a determmation that is faic and just
under the particular ¢ircumstances. As the Eighth Circuit noted:

This test strikes the appropriate balance hetween protecting
attorney-chient privilege and allowing, in cortain sitwations, the
unintended release of privileged docnments to waive that privilege.
The [balancing] test is best suited to achisving 8 far result. It
accounis for the errors that inevitably ocour in modern, document-
intensive litigation, but treats carclessness with privileged material
as an indication of waiver. The [balancing] test provides the most
thooghtful approach, leaving the trial court broad discretion as to
whether waiver occurred and, if so, the scope of that waiver.

Gray, B6 F.3d at 1484, See alpo Afldread, 988 F.2d at 1434,

Applying the balancing test and the above stated five factors 1o the disclosure made tn the
ingtant case, Aventis did not waive its privilege through the nadvertent disclosure of the
September 25, 1397 letter. Fist, counsel for Aventis adopted reasonabls procedures for
reviewing, tabbing, and pulling from production privileged documents, Declaration of James R
Eiszner (“Eiszner Decl.") at Y 11-12. Second, thres weeks afier production of the September 23,
1897 letter, counse] for Aventis discovered its production znd inmnediately thereafter called
eounsel for the Commission, requesting the return of the docurnent. Eiszner Dech a9 13-16.
Counsel for Aventig repeated its request that Cormmission counsel return the Septemnber 23, 1997
letter in several letters and in depositions. Biszner Decl. at ] 17, 19, 20 Third, the document
nadvertently disciosed was one document among over 4500 pages of documents from Aventis
that were responsive 1o the Cormmission's production request and among 20,000 pages of
documents that- A ventig ultimately produced on a rolling hasis. Biszner Decl atq] 11, Aventis
Gppmltmn at 25. Fourth, the extent of disclosurs is mimitmal a5 the letter has not been refemed to
n zny pleading i this proceeding and has not been identified as 3 document upon which any
party’s expert has relied. Aventis Opposition at 27. Fifth, considerations of fairmess and the
policy behind the privilege weigh in favor of finding that the privilege was not waived. Aventis
has met its burden of showing that, under the totality of these circumstances, Aventis did not
waive its privilege.



V.
Corplaint Counsel’s Motion Regarding Hoechst's Waiver of Attorney-Client Privilege
and Metion to Compel Answers ta Deposition Questions is DENIED. Complaint Counsel is
hereby QRDERED to return or destray the criginal and all copies of the privileged document and

any notes taken therefrom  Complant Counsel is prolbited from using the document in any
manner o this case.

ORDERED:

D. Michael Chapp&ﬂ

Adrmmnistrative Law Judge

Date: October 17, 2000
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UNITED STATES OF AMERICA
FEDERAL TRADE COMBMISSION

n the Maiter of

SCHERING-PLOUGI CORPORATION,

4 COTporation,

LTESHER-5MITH LABORATORIES, INC.,

a corporation,
aned

AMERICAN HOME PRODUCTS
CORPORATION,

4 COrparation.

To:  Thz Henerakle T, Micasel Chaooasil

Administrative Law Judes

Dhacket Mo, 9297

PUEBLIC YERSION

COMPLAINT COUNSEL’S OPPOSITION TO AHP'S MOTION
FOR PROTECTIVE ORDER

The motton of Amencan Home Products Corporatien AHP™ for a preteciive vrdcr

rétses two basic issozs: {1) arg the pine decuments i clatms to have nacvertently prodoesd in

fact privileged? and (27 1f they arz, hus ARP by 115 conduct nnpliedly watved any povilege?

Various facts relevant tu these questions ate elear und beyond dispute:

. ALP produced all of these cocuments to FTC stall in February and Marcin 2000,

. Soveral of these documents were used without objection oz an Oetober 2HH) 1O
imvestigational bzaring of AHPES] Division Mresident Michacl S Dey.

. AHT made no claim of previlege as to any of these cocuments until Tuly 20, 2001 by
which time complaint counsel had already selied oo the documents and provided miost of
them te our econommie expert, Professor Tunolhy Bresnahan,

bosL of these documents were consudered by Professor Bresnahan in forming his npinion
resarding the sconomie eitects of AHIY 5 agreement with Schertng-Plough Corporation
{“5Schenne-Pioush™), and are specifically cied in his report in support of s conclusions.



As thesg tew facts reveal, AT{P's claim of inadvertent dizclosure is not the typleal ore
addressed by the cuses, where one or more siray priviieged documenis are accidentaily inclided
i a large document production, and the fact that thev were preduced is culy discovered lator on
Here, ATTP waz well aware since zt least October 2000 that FiC staff had the documents in
quesiion. The arror that AHP confesses 1s failing to realize untl anite recentiy that these
docrrnents were (1L claims) privileged.

AFP s motion fails becauss 1t has through its conduet waived any possible claim of
privilege.’ And, in any event, AP has not shown that the docwments are privileged, either unde:
the atomew-cienl prvilege o7 the work product privitese, The nine documents (which include
[1ve usad al Lhe inveslizalional heanng of Do Dey) are market apalyees, torecasts, and othor
matters of the sort that pharmaceutical companizs prepers 1n the ordinary conrse of brisiness:

. Dweument | (Dey Exhiba 1; AHP 15 00025) 15 a0 market anulvsis of potassium chlonde
siupplement sabes proken down among v companies.

. Boeument 2 (Dey Exhibar 45 ANP 3 001135). Document 2 {Doy Exlubit 3;: AHP 13
OOLEFY, Docwrent 4 (Dey Exhihin &, AHE 13 001187, Document 3 (Duey Exhibit §; AP
12 00158-184), and Documert 8 (AHP $0120-1313 ore market forecasts relating to
branded and genene K-Dur 20

' Decurment 6 (AHP 13 0008903115 a memorandam and twao tables that relatz to the cost
of “detanling” {a type of markeunge used for prosenplion drugsy K-Dhar 20,

' Document 7 {AHP 13 00097-09% 15 three pages of handwritten notes, e fivst page of
which carrics the heading ® 7

- Dizclosure to any third party can canse wairver of the altorney-client privilege, while
work-product privilese is only waived through dis¢losure to an adversary. In this casc, because
lhe disclosurs was to 1'TC srett. an adversary. the disclosure szrves o wave both elaims ol
privileze. See FOC v, (R, 573 724 646, 647 n 1 {90 Cis 1978) Ched Driegruted Systems Lol
vo Nationnl Bapk of tRasfingron, [O3 T R.TYS2, 63 (110.C 1984 (reasoning that discinzure (o
adversary walyes work proguct privilege because i is “inconsistent with the adversary systens.”)

b



* Document 4 {ALLP 1300121-125) contains ruarket data refating to 2(hmEg potassinn
chimide.

AMP has failed to cany 115 burden on many of the elements necessary to prevail on its clasm thal
fhese decumments ars prolected by attomey-client and work product privilege.”
L. Factual Backoreund

A February¥arch 2000 — AP Submits the Documents te FTC Swalf

The rine documents 1aat AHP seeks to have returmed worn provided to FT'C stathn
response o a November 3, 1959 subpoena issued iy connection with the investigarion that Jad to
the 1ssuance of the FIC s complaiat in this matter. AHP begsn making submissicns in response
to 1he subpocna approximately three menths after issued. 17 Vebmiay 2000, One of the nine
decuntents was inclhided ir a FFehraans 2000 submmussior, crder a cover tetter from bMr Randal
shaheen of Amold & Porter, ontside counsel to AHP. The other cight docurments were partafa
subimisston produced w the FTC on March 7, 20007

The decuments were reviewed by FTC slalf, who bad cerlam docunenls copied and put
it iinders tor review by sertior attorneys on the investivation.”

B. October 2000 — Five of she Documenis Are Used Without Objection at an
FEC Investigational Hearing of ESI President Michael S. Dey.

Approximately seven months after Commission staff received AHP s forzcast documents,

P AHPs cotry Into a proposed consent agreement in ihis matizr doss not eliminate
complaint counsel’s necd for the disputed docomznts. The lzgality of AHP s agreement with
Scherng remains an ssue lo be decided in tlus procesding, and, as i= discussed below, the
documents are important to cstablishing essential elemems of the violation.

* See Bokwt Dec) 9 4 {Tab 1)

© Seeid at € 57
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on Cclobar 5, 2000, FIC atlorney Kuren €6 Bokat condueied anenvestigational hearing w
question Michacl 3. Dev, who was President of AHP's TS-Lederls Division from 1995 unnl
garky 20071, AP in-houss lawyer Elliot Fanbere accompanied Dr. Dey, 25 did two law vers from
AHF counsel Armold & Porier Kenneth AL Letzler and Bandal 3. Shaheen. W Shahesn
supeivised AITP's production of docwments in response o the Wovomher 1999 subnaoena.
Mring the course of the hearing, Ms. Bokat questionad D, Doy regarding five of Lhe ning
market forceast decurnents that AHP new asscris are pnvileged:
Py Exhbit t (AHP [3 00025,
Dey Exhibit 4 {AHP 13 001135);
Dey Exhibit 5 (ATIP 13 00117,
Dy Exhibet 6 (ALIP 12 (03] 15); and
Dey Exbehit § (AILP 13 001 38-184).
Those tems wers five ol only 13 exlubiis that Ms. Bokst used at the hews=ng, Testimony
regarding these tive docwrnents accoumts for approximately 35 pagee of the nearing teavscript.”
Neither Dr. Dey nor any of the attorneys attending the Lhearmg objected 1o Ms. Hokat's

use of these morket forecast decuments or in any way suggesled that they might be subject to a

claim of peivilege.”

© See Dey IH at 32.33, 73-81, 84-95, 1042120 (Tab 1, Exhibit A,

 Se¢ Bokat Dicol, w9 13-24, Mr, Shaheen was not present during questioning regarding
Dey Exhibat |,



wnsistence that AP produce a witness to teshiy concening the creation of Dey Exhibits 1 and 4-
8. {n hume 25, ZHH, complaint counsel nolicad o Bale 3 33(¢) deposiien Lo teke ies[imfm}f
regarding these exinibits. On July 3, and again on July 13, AHP counsel Cathy Hoffinar told
complaint counzel that she had been unable to find tndividuals who were able to tesiify 23 o the
documents as requested 1n the Notice of Deposition.” Finally, by l2ttar dated Taly 20, 2001, Ms,
Hoffinan informed complaint counsel that she had recently leamed that Dey Fxhibits 4-6 and &
were privileged, that the other two 1iems salect to the June 25 Notice of Deposition weres likely
prvileged, and that two other documents might alse be pnvileged." Attzr complaint counscl
aeked [or adeittons] information conesmitlg the prvilees claims, ba. Hoffman, by letter dated
July 23, 2007, claimed anvilege for Deyv xhibies 4-6 and £, and atso an additonal nvo
decurments not mentioned in the June 20 Tetter. She did not claim priviteze for ary o7 the four
docwments referred £ i the July 20 letter as Lkely or possilly privileged, but noted that she was
coentinming 1o investigate whether ovo others wire povileged.'!

Complaint counsc! espondad two daws later, wriling it Ms. Hof ['mun*-H lerter did nol
demonstrate that the docirments in guestion wers privilegad, and that cven 16 the docemsnls were
&l cme me properly subject o a claivn of piivilees, under the cironmatances AHP had waivad
any privileze. Complainl counse] also noted that 1t was awaiting AHE's decizsion on whether to

claim povilege for the four decuments previsusly wentificd as posstbly privileged { ey Exiibits

? See Ginshurg Decl. 99 3-5 (Tabk 33
" See id. at P 8-9.

1 See HolMman Decl, Ex. B.



Tand 7, AP 13!730121.-]2‘3, and AHP 13 00120-1313."

E. Seplember 2001 - AHP Seeks a Proteciive Order [or Nine Docsmenis

Two months after asserting privilege for aix of the forceast documents, AHP filed she
instant motion ot protective order, claiming pnvileze lor the six documents proviously claimed
gz privilesaed n Juby, as well ag three others, and argung that all nine documents were
“Ingdverteatly” produced. Along with its motion, i submillcd several declarations, including une
frorn D1 Dey {whe was asked about five of the documents &t his investizational heanag) and one
irom Mr. Sheheen (who sunepnzed ANP's document produczion, reviewsd documents (or

privil=oe claims, and was present during Di. Bey’s investieational hearug).

¥ See loflman Dect, Cx, C.



ereated m October 1994 15 a privileged communicstion. when the allzged request from counsed
for information was mmade in Apol 1996, 2 vear and a half afer the docmment’s creacion. yee
Shaughnessy Decl. 6.

b. AHP has not shewn that! the dovaments or their contents werc
conununicated to AHP counscl. '

MNowhere or the docoments themselves or v AHDP 's metion 15 thure any evidenes o1 even
asseriion that the docnments or the specilic infermation that they contam wers 171 fact aciually

comprunicated 1o AHP's connsel.

" Fram this conclusory statement, i 1s nol ¢ven
clea™ whether or fo whet cogree the eonvarsation revealed information fromn the documen, rathes

than the “work.™

While there miay have
heen conversations hetween AHP representarives and counsel concaming the same suhjects
covered by the documents at 15328, such passihly privilezed cormmumicatinns would net create a
privitege for Lhe uacommumicated documents. unless disclosure of the decument would "clearly
revenl those facts. | specificully discussed with counsel. ™ levender, 192 FR.D. at 460 AHP has
fatled W make any showing Lhal disclosure of the contested docurmeis would reveal directby or

indirectly elient confidences.  AHP has farled 1o canry 11s burden of ¢slablishing o

" Sew Doy Deel. 4 8 (concerning Docwment 1 - AHP 13 00025).

-
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“communicaiion” protected by the attomey-chent privilege, zrd thus its motion tor a protective
ovder should be deniad.

Z. The Atfornev-Clicut Frivilege is Fnapplicable Linless the Commmmnication
Relstes to the Seeking, or Providing of, Legal Advice

Not gvery comanuaication between an attommey and his or her ¢lient is privileged, Rather
the attormey-client peivilage 13 fimited o situations in which the attormey 15 acting as legal
advisor. Thus, “wlhen a clent's ultimate gﬂ.ﬂl 1 not legal advice, 't rather business advice, the
attomey-client privilege is inapplicabls Cooper Haspital/Universing Medical Center e Sullrvan,
1958 WL 1297329, at =8 (1D.N.F. May 7, 1998).

AT elarms blankot prvilcee for the challeneed documents boranse thay supposediy
rofate to “litigation strategy and setilement-related theories.” AHDP Mot, at 12, Bul nowhere does
AHP explain what [czat advice was reguested or how these dociment=, which om their face
appear like ordinary business forecesting matenals, are related to “litizaton stratesy and
settlement-related theonies,” Settlemsents, including the ene st 1ss0e hare, invelve subslantal
finacial and husiaess cansiderations regarding the tenns 2md conditions of sottlernant, Whers
the attomev-client communication dunng liigation seltiement relates (o these business issues, the
communicaiion will not be afforled any povilese. Yee Safoddienw, 2000 WL 351411 an 19
{(indmg that a document which contans “counscel’s notes of Lhe financial terms of 4 proposed

seitlement. . rellecis business, not legal adwice™).

-— ~— — —_—

* See alio Saftview Computer Products Corpov. Havorth, fee, 2000WE 351411, at *1E
{S.0.0Y March 31, 20000 (“[tThe attomey-client pnvilese attachzs to communications secking
legal advice. not business advice™); Lnited States v JBM, G0 PRI 206, 212 (STDNY. 1974)
{kolding that “in the case where a lewryer responds to a reguest not made primanly for the
purpose of secuning legal advice, no privilege gtiaches roowyy part of the docuiment.™).
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{7tven Lthe nature of the mformaton contaired in the documenis. which rowhere menilons
o even hints at fegal issues, it appears likely that the information pomartly was of imporance for
AXTF’s business considerations regarding settloment. AT the Yeast, AHP hag faled to show that
the information was soleky or even primarily for kegal, rather then business, advics purposes.
ATIP' s ceneral and conclusory assermions are isuflicient o carmy its burdan. See Alevmider v
FEDADIFR.D. ards.

i The Attorney-Client Privilege is Inapplicable When the Communication Has
Not Been Maintained As Corlidential

"Ihe proponent of the attorney-chient privilese has the burden to establish that the
commumeation has been “mainlzimed as confidential between attomey woc client.” Brinton v,
Depe, of Siave, 636 F.2d 600, 603 {D.C. Cir. VSBOY; see alser Unired Steres v Zodin, 809 T.24
FALL, 3415 (Oth Civ. 1987) (1he party asserting allemsy-clent privilege hag the burden nf proving
hul no watver has occurred), Constal SMares Gor Corp v DOE, 617 F2d 854, 863 (L0, Cir
19507 {privilege reguires “conlidentahily both a. the dime of the commonication pnd riaimatned
since™). As applied to a corporation. anly 4 limited set o7 empiovees can be censidered to
constitute “ihe client” for iny particular issue. See generalh Uniohn Co. v. United States, 449
1.5, 383 (1981). Therefore, il a documert 1s eirendated widely throusheut a corporation, 1118
doublind that all of the reciprents would qualidy as cligiis, as would be neevssary 1o naintain the
privilege, Applying the Costa! Stares standard, AP hag the burden of identifying cach and
cvery recipient of the challenged docursnentls and proving that cach of thess recipionts was

“authorized 1o speak or act” for AHP on the particular subjzet at issue, or stased somewhat

diterently, had a “need 1o know™ wilk respect to that particolar subject matter. Coasiad States,



(17 F.2d at 853, Clratly, this is a burden which AHP has failed to cany.

MNowhers 1 its Mation, supporting memorancirm. of alached decleranons does AHP
provide any evidence (or sven make the cenclusory assertion) that the documents at 155138 were
properly imited 1o their distnbution to persons within AHP with 2 “need to know™ hoth at the
time of their creation and since. AIIP simply does rot address the extant ko which the documants
were disinbuled, whether prohibtiiors on reprocuction were imposed, whether all coptes ol the
decuments were collected and held by counsel after the patent InEzingemert lawasint was s=itled.
or whether AHP underiook any of the myriad other actions that could, and hkely would, have
been taken: to maietmn the documents’ confidentiality if they in fact were privileged

Communisations involving legad adyvics.

Moreover. none of
ke documenls at issug include any warning about lmitmg their distiiauion because of their
relateon to the provision ef conhidential legal advice.

AHPs failure to offer such evidence 15 not surpnsing, iven its leonglhy dolay n
icentifving these docwrments as ones for which 11 might even rase o clam of prviless. 1 nobody

ar AHP considered the documents priviteged during the several vears [om their creation it

* (iher courls also have adopted or used thiz “need to know™ standard. See. e g.,
Smithidine Beecham Corp. v Apotex Corp., 194 LR D624, 626 21 (N.DUUL 2000%; Ferer bodh
v Timee Farmer, frc, 20000 WL 286763, ar ¥2 (513N Mar, 22, 20013
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Thesc canchisory
declavanions fail to provide the concrete facts necassary ior the Court 10 detennine whether the
decuments are covered bry the work-produet dectrins.

AHP also clannas that five of the disputed documents {Pocaments 2-5 and 7) constifute

Topkien verk-prowdoet)” and therefore sheuld be entitlad 1o greater protection [roms discovery.

{0 establish
“opien werk-product,” AP must show that the documeants contain the merlal impressions,
conctusions, opintons, or leeal theones of an atomey. See Filliamson v, Moore, 221V F3d 1177,

PLE2 (21" Cin, 2000). A decumen: does not eonstitut: “opinier. work-product” mercly because i

may e el some inklng of a lawyer's mental impressions.” Sr re S Jiean Dupont Plaza Hovel



Five Livigation, 839 F.2d 1007, 1015 (17 Cir, 1988} Instead. the heightencd opinion work-
product protection should be trigzered only when “cisclosure creates a real, nonspecubative
danger of evealing a lawyor's thouatits.” fd. AHP fuils 1o ety its burden that these documerts

are entitled to opimicn work peoduct protection.

. Fven if Work Product Applies, Complaint Counsel's Showing is Sulficient to
Overcome the Qualified Nature of the 'rivilege for Six of the Documents A¢
Issue
Cven assurning AHP has carmied its burden of sstablishing that the documants al issuc
were preparad as part of the Schenng/ALIP patent Iitigation and 2l withun the work prodict
duelnne, diaclesure of certain of these documents 1s nonetheless appropriate. The work product
povilege 1 nol an absolute prolection ugmnsl disclosure, bul rather a qualified one, Ukited

States v Americar Tel and Tel oo, 642 F2d 1285, 1302 (DO Cir 19800, According o the

Commassion’s Rules| the pnivilege can be overcome by a showing that (1} “the party sceking

' Sew also Simon v, G0 Searle & Co. 816 F2d 397, 402 (8" Cir, 1987 {the work-
product doctrmoe i3 Yot violated by allowing discovery of decuments thas jucorporate a'lawyer's
thonghts in, . . an indiract and dilared manner'™).
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diseovery has substantial need of the materials in the proparation of its case™ and (2) “the party 13
inanle without undie hardship 1o abtain the subslantis] ecuivalent of 1the matenals by other
means,” 16 F R 337 (eya). As slated beliny, complaint eounsed has mel our burden 1w
overcome the wark-product pavilese for st of the mne documents at issue, mcluding
Dwcurents - -3 and &

“Sibstamial need"” for material otherwise prolectsd by fhe work product doclrine “is
demunslraled by cslablishing thal the [aces contaimed i the requested documents are esseniia!
clements of the toquesthing party's pnmin facie case™ 6 Moore’s Federal Pracnee (3d cd)
9267050 ) & 26-221; Yee Fletchar v, Union Pacific Railread Co. 191 FLR.D. 666, 672
(3. D.Ca. 2000 (relving on standard from Mooge's Federal Practice). As shown delow,
compiant couns:ai readily demonstrates “substaniial need” fov six o the uine decumensts at issus

- Dscuments 1-5 and 8,

- Evidence of Schering’s Motivation for Entering into Chaflenged Agreement: Lhe
Cormmssion's complamnt charges that AHDP was a conmpetitive threat to Sebenng's
prefirable K-Dur 20 franchisc and chat to eliminate this Lthreet. Schenng paid AHP
tielliong ot dollars to delay AP s entey of 8 low-cost genine allemaavz, The disputed
cogmenis are market forecasts that show how AP was a threal to Schormig’s k-Dur 20
profits. The documents provide forecasts of the

They
vimonstrate how Lhe catry of & potential generic competitor will have a substantial
adverse economic impact on Schenne’s proiits, and therefore demonstrutes how
behenng-Plough benefit by delaving entry.

. Ividenee of Competitive Etfects of Schering/AHP Aareemnent: The disputed market
[orecast decumenrs alse demonstrate the importance of and the
substanlial harm W0 conswimers of delayving entry by 2 potential generic competitor. even if
that perty ts not the . Specifically the docaments show that upen entry
of an rddition:] generie manufacturer of K-Dur 20, the ozneric price of K-Dur is driven
lower, directly hanetitting consumers, The documents reflect AHP' s views of the citects
on market participaets and cenzumers of Just prior
to ite entiv inio the agresment with Schering. Sach contemporuneous business documents

22



are unizus’y vatuable in upderstanding the competitive effects of that agreement.
: Evidence of AHIs Mativation in Entering into the Challenged Agreement: The
docwmants retlect AP s views of YISt prieT
o entering into its asreement with Schering. They demonsirate that AITP believed it
could have heen, vnder ore of “hess sccnanos, Lhe Orst goneric entrant, and thus prowvide
sizrificert evidence of why AP wou'd demand, and Schening would pay, at least SE3
milhien to delay AHP s potenial entry. This evidence 1s important, among other things,
to eomplainl coumsel’s proof on the conspiracy to menapoltze count of the complaint,
winch igguires evidenes of specific inlent to monopehre from al lzast one of Lhe co-
coTsplrators. ™
The second “prong” of complaint counsel’s required showing 1 Lo eslablish that i
cennet, without unduc hardship. . obtain the substantial cguivalent of the malenals by other
means,” 16 C.VR. 533X, Thare 1s no "subslanta!l equvalent™ of these docurnents, Thess
dncuments reflect the only contemporancous evidence of AHP s market forecasting for its
zeneric varsion of K-Tuar 200 Such conemporanecus busingss documents are far more vatuable
and echable than arey other potennal evidence {such as depositions taken aRer-the-Tacl)y that coulid
bre avaiiahle to the complaint counsel. Moreover, these documenis abready have beon roviewod
anit relted upon by our econnmie expert n this case, Professor Tresnahan, in daveloping his
econcmmic theory ebout the competitive implicattons of the Schering/AHI® agreswent. For this
reasen a3 well, complaint counsel 15 anable (o oblam the “substuntial equivadsnt™ of these
materjals through any other mode of discovery.
AHP chaims that Daocuments 2-5 constitute “oplion work-product,” As discnszcd in
Section 213, ALIP bas failed to satisfyv its burden in establishing this prviless ¢latm. Nonetheless,

even gpnion work-product is discoverable upon deronstrting extraordingry circunstances,”

Maore's Federal Proctice §26.7053(0) ar 20-224, Ag ong court has explained: “[TThere may be

* See Svufyv Enters. v, American Muiticinema, Tne., 793 F.2d 990 (9% Cir. 1957).
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rare sitestions. . . where weighty considerations of public pahey and a proper administration of
jusiiee would miliale azainsi the nop-discovery of an allomey s wenle] wnprossious.™ Afrrpfe e
Lirited States, S60 F 24 326, 336 (Blth Cir. 1973); see alsa P & & Maving v Lacrande, 136
E.R.IDN 500 57 (E DN, 1991) {citing Murpiiv and stating that “[plublic policy may requsrs the
diselosure of mformanon thal 14 clearly protected™. This ts one of those sitnations. The
ducwnents AHP seeks Lo withhold are unigue contemporaneous evidence of AHP™s views of the
relovant markst Just pooer te entenng into the chaltengsd egreement and they already have becu
tevicwed and relicd upon by our euopumic gXpELt in ﬂ:urmulﬁuiing his upimons on the competitive
effncis of the Schenne-Blough? AHP agreemnent. Requiting Professor Bresnahan w uniesm’™
these documenis o1 “unrdy” on them as pact ol the basts for bis capart opinions would be
meonaistent with poblic policy and unpede the proper admmmstration of pastice.

Accordingly, even 11 this court were to deterrnine that the challsnged doclimentz Fal)
withinn the amait of the work-prodict doctrne (whether gs v fact™ o7 “opinton work-produei™,
dizclosure of Documerts 1-3 and § is 55l appropnate becavse complaint counscl bies made the
requisite showing to overcome the privilege.

11, AHP ITas Waived Any Privilege

Even 1D AHP could demnonstzale shat the documenls are povifeged, AHP must alsg
demenstrate that their disclosure did nol waive pevilege. To do so it must show both (1 that the
disclosure was truly inadvertent and (2) thatin hght o the circutgstancess the disclosure did not

=ffect a walver®™  ALP carnnt show insdverienes, because the disclosurs here ws nol

* See Onder Denying Complaint Counsel’s Moton Regarding Hoeshst's Waivor of
Attomey-Chent Privilegs, [ re Hoechst, D 9292 (October 17 2000, citing Goldon Valloy
Microwave Foods, Ine. v wWeaver Popcort Co, fe 1052 FRIDY 204, 207 (IN.D T, 15090

I=-4
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accidental, but instead was the resalt of 2n allegedly ermonecus judement abour whether the
docurments 'uw'ére prvileged. Morsowver, even if AHP s initad disclosure Lo the FTC Ineary 2000
were considered an madverlenl dischosure, 115 Balune to teke any achion 1in Ocloher 2000 atier the
disclosure of these documernts was brought to its attzntion in the Tvestizational hezrng of Dr.
Dey represents & leve] of disrsgard that wwves any possible cloim 1o inudvertence that 1t might
onee have hud.

Al The Disclosure VWas Not [nadverient

1. A deliberate but erronenas decision that material is not privileged is
not an inadvertent disclosnre

Claitus ol inady eetenl disclosare are olten made whin docun:ents known o be prividescd
are accidentally produced, typicatly where thore has besn an extersive document production, A
Zow cuses, however, addrass the tvpe of stlualion presented here, i1 which allegedly povilesad
material has Deen deliberately produced becanse iz orroreously judece 1o b non-povileeed, or
a party fails to claim privilage becanse of a fariture to racall the circumstances of the creation of
tha document. Courts have found 1hat such disclosures were not “madvertent.”

For exaropls, o b re Bremel Nomqe Presepipifon Drvgs dntivrust Livigation, 1995 WL
QRATTT, F2 (DN L E995), the coued obs2rved thar 10 be "inadyvertond™ i disclosuie st b
accidearal, and not mercly the result of a conscious but erroncous pudgment, Thus, where
disglosures ooored becauss ditterent lawyers reached different conclusions as to the privileged
natire of certain materialz, the disclosures were not ceemed “nadvertent.”™

Trinsonic Svs., Joc v Noe-favasoce Mod, Feed 0192 FRUDCTI0, 715 (D Ual 20000, aiso

tariovay Crallery Fuviiinee, ine. v Kintbreer/Pennavivawiiu Howse Grouwg, fne, 116 FRL 46, 50
(VLDUNLC. 1987), aff, 878 F.2d 801 (4% Cir. 1989)

2
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disclosure, it is irnportant o recoerize that “ithe volume of docwumerts involved in the production
process is important only if it can be shown 1o bave influerced the mistaken disclosures that wers
made."™ [nthis ¢ass, while peither the volume of documents praduced ror time pressures were
overwhelmisg, the important “act is that these factors had little or nothing ta do ‘~;\'1tl1 the
mistaken disclosurss. TRis iz plain from AUP's failure {0 t2ke aowy action after the Dey
investigetional hearme o comrect what 1t clanms are mistaken diaclosures, Thres attormeys for
AHP, alony wath Dr. Drev. considered a mere 13 exhibits dunne a depesition that extenced gver
severdl hours. Even wnder these circumslances, however, Lhere was no deermination -- or oven
apparently any suspicion -- thal these docwmnents were privilaged. Uhus, 1l seems clear that the
s12¢ o the everal: production did not mlusnee the allogedly mrstaken diselosuse.

3 AHPs action to correct ils errors was not timely, becavse the time for
correcting errors in disclosire begins when AHY reasonaldly shonld
have discovered irs error

Cuses relizd om by AHP make it clear that 1n assessing the timeiiness of act'on 1o correct
an inadvenant disclesure, courts should consider not merely wlien the prvilese holder
discoverad the error, but also when it peasonably should have discovered i, Forexample, in
Zapata v IBP, foe, 175 F RAY 374(D0 Kan 19973, the court explained thar:

Tke relevant ome for rechifying any crror begins when a party discovered or with
reavorable diliocence shonld Bove diseovered the inadverlent discloscre.

Jdd, at 577 (emphasts supphed). Kansas Ciey Power & Light Co. v, Pivishurgh & Midway Cowl
Minmg Co, P33 FR.ID. LTL (D, Kan. 1989), likewisc held that in assessing {he ume (aken to

ractify an inadvertent disclesurs, the cowrt should look to when a privilege proponent discovered

* Rice, dtrorney-Clica Privilege n the United Siazes, § 972 a1 331

a2



or “with reasonable diltgence shoutd have discoversd” tie inadvertent disclosure, fd a 172,

The rationale behind this rule 13 plan. To hold otherwise wonld reward a patty whe
choeses, either deliberately or varclessly, 1o romain ignorant of 215 ermars. and wonld be
inconsistenl with the coreepls of irmess and justice that sre eriteal indie balancing s applicd
to madverten: disclosare cases. Courts shouls not sxouse poeas of merance when the
cicumstances would prompt a rcasonable person 1o mvestizate a disclosure,

In this case, AHE, ifacting with reasonable diligenee, saould bave discoversd 115 etror
lane belors July 2001, the tine at which it was essentially [ooeed o ir_-%.-u;SLigﬁLu as d resilt ol
serlaus counsel’s Notice of Deposition seeking testunony regarding the Dey Exhibits, Instead,
at various paint along the way, AHP otticers and attorevs falled to make inguires that sould
lilcely have lead them to discever the circomstances that AHP now claims nuake the documents
privileged:

* Purng the produaiion phaser Mr. Shahzen, the Amold & Porter attorney supsrvising
AHP s éocument production,

he apparetly made o oflort © investigats
whether the decument revicwors undar bis swpervision had seen any similar market
foracast docurments,

. During preparvarion for iv, Pev’s Ocrober 2000 imvasticeion heqring,
. Liering gind inmediatele after the October 2000 mvestigarional fearing At the hearing,

. Dey and Mesars. Feinderz, Shaheen, and Letzler were all confronted with the {act thas
ihe varions marcet forecast docments embindied in Exhibits 1, 4-6, and 8 had been

L
La



prood on the censpiracy 1o monopehze count of the complaint,

AHP 2 suzasstion that 1t iz never prejudicizl 1o retrieve a privilzged documenl that hos
been inadvertenitty disclosed {AFIP Mot af 24 is plainly wrong, Such a nide would effectively
rean that inad vertent disclosoce of a privileaed docurment would nover resull Ji waiver, ™

c. Waiver would net be unfair to AHY

Given the orcuomstanees here, jt would be unfar w reward AHP « behavior by grantmg
the requestec protective order. A< one coart has obscrved, it wonlc oot be fair o reward [a
parsy’s] carelessngss with a protective order.”™™ Here, even iF the production itsz1f could be
excused, AP s failure o rvestigate the origins of the documents promptly alter the Dey
invesiizational heannyg should not e, Moreover, this 1= not mereby a caze of taifures by an
onsde storeey (e, M Shahcen, who Knew he had personally withhaleé other recast
docurenis), AlLP ollicials themselves - D Doy and Mr Feinbarg alse bear responsibility for
the Tztlure o make a twmely discovery of the oniging of the docvrents i guestiarn,

d. The disclosure cannot be eifectively cured

This i traly & sitoation i wlnch the geme cannel be st back in the boltle, For cxample,

Professor Bresnchan hased his expert opiuion i part on several of the dispuled Jocuments,

Thers is simply no effective way to deal with this tact. It he is barred trom discussme these

# AHP s attempts (AP Mot, at 24-25) 1o And significance in {1 the absemee ol a
discussion of prejudice in Mr. Albert™s brief July 25, 2001 lettcr to Ms. HofTman, or{2)
complaint counsel’s accepiance of paragraph 17 of the Pretactive Ornder, are likewise withouot
rerit. Mr. Albert’s lerter did not purpart to do an analysis ol the five-fuctor balancing 1est that
we addiers here. We aczeeded to paragraph 17 ecause it represents the approach adopted io the
Hrechsi caze, over the objeetions of complaint counse] 1o that niaster,

N New Bonk of wew Englond v Murive Midlund Realty Corp., 1538 FR.D. 479 453 (C.D.
Va, [99).

Laa
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UNITED STATES OF AMERICA
BEFORE FEDERAT TRADE COMMISSION

In the Matter of

SCHERING-PLOUGIH CORPORATION,
a corporation,

UPSHER-SMITH LABORATORIES, TNC, Dyoclet No. 9297

and

AMERICAN HOME PRODUCTS
CORPORATION,

a corporation,

a corporation.

DECLARATION OF KAREN G, BOKAT

I, Karen (i. Bokat, declare as follows:

1.

I am an attorney employed by the Federal Trade Commission {"FTC") in
Washington, D.C. Tam the lead attorney tor complaint counsel in Jr re Schering-
Plongh Corporation, et al, FTC Docket No. 9297,

I have personal knowledge of the facts stated in this declaration.

Twas assigned to the investigation of Schering-Plough Corporation’s {“Schering-
Plough™) agreements with Upsher-Stmth Laboratorics, Inc. (“Upsher-Smith™) and
Amencian Home Products Corporation (*AHP™) in April or May 2000, [t was this
investigation which Jed to the complaint being issued in Schering ef al.

According to FTC records, AHTP bhad sent approximately four boxes of documents
by the time I was assigned to the investigation. The documents that AHP has
asked be returncd were provided in responsc to a subpoena issued on Noveniber 3,
1999, AHP sent one of the nine docwnents to the FTC in February 2000 and the
other eight on March 7, 2000. All nine documments were provided as part of larger
submissions.

FIC staft workmy on the investigation had reviewed these documents and
sclocled oorlam ones to be placed in bindors {(“Subject Matter Binders”) organized
by particular 1ssues, before [was assigned to the investigation.
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In The Mattér Of:

SCHERING-PLOUGH & UPSHER-SMITH
MATTER NO. 9910256

MICHAEL S, DEY, Ph.D
Octobey 5, 2000

For The Record, Inc.
Court Reporting and Litigation Support
603 Post Office Road
Suite 309
Waldorf MD USA 20602
(301) 870-8025 FAX: (301) 870-8333

Originat File 0 100SDEYASC, 179 Pages
Min {FSeriptia Bife I 1738030488

Word Index included with this Min-U-Scripts




The remaining pages of the investigational hearing have heen redacted.
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UNITED STATES OF AMERICA

BEFORE THE FEDERAL TRADE COMMISSION

In the Mafter of

SCHERING-PLOUGH CORPORATION, -

a corporation

UPSHER-SMITH LABORATORIES, Inc.

a corporation; and

Docket Mo. 9297

AMERKCAN HOME PRODUCTS
CORPORATION,
8 mrpur_ati{}n
EXPERT REPORT OF

PROFESSOR TIMOTHY BRESNAHAN

Restricted Confidential
Aftorney's Eyes Onky



The remaimng pages of the expert report have been redacted.
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UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matter of

SCHERING-PLOUGH CORPORATION,
a colporaticn,

UPSHER-SMITI LABORATORIES, INC, Dockel No. 9297
a corparatiom,

and

AMERICAN ITOMI: PRODUCTS
CORPORATION,

i coTpoTAtIoN.

DECLARATION OF ¥YAA A, APORI

[, ¥aa A. Apon, declare as follows:

1 I am an aftomey emploved by the Federal Trade Commission ("FIC") in
Washmgton, D.C. and serve as complaint counsel m fn re Schering-Plough
Corporation, ef al., FTC Dockct No. 9297

bt

[ have personal knowledge of the facts stated 1n tlns declaration.

3. I was assigned to the investigation of Schering-Plough Corporation’s agreements
with Upsher-Smith Laboratories, Inc. and American Home Products Corporation
(“AHP™) in early 2000, It was this investigation that lzd to the FTC’s complaint
inn th1s matter.

4. ['am the Conlracting Officer’s Technical Representative for Stanford University
Professor Timothy Bresnahan, the economic expert that FTC staff retained in this
matter. 1, along with other staff members, have been working with Professor
Bresnahan to familianye bim with the facts and issues raised in this matter. Prior
to September 2001, [ mamtained 3 record of all documents sent to Professor
Bresnahar.

5. On February @, 2001, as part of s preparation. T sent to Professar Bresnahan the
transcript and all accompanying exhibits for the investigational hearing of Dr.
Michael 8. Doy, Among these exhibits were Dey Exhibit 1 (AHP 13 00235, Dey



Exhibit 4 (AHP 13 00115}, Dey Exinbit 3 {AHP 13 00117), Dey Exhibit 6 (AHP
13 00118), and Dey Exhibit 8 (AHP 13 00]158-184}.

6. When I sent these Lo Professor Bresnahan in February 2001, 1was not aware that
thers was any question ol povilege concerning these documents.

7. It is my understanding, based on conversations with other FTC staff, that
Professor Bresnahan received AHP 13 00130-131 in August 2001,

I declare under penalty of perjury that the lercgoing 1s true and correct.

Dated:- October 19, 2001
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LUNITEDR STATES OF AMERICA
BEFOERE FEDERAL TRADE COMMISSION

In the Matter of

SCHERING-FLOUGH CORPOREATION,
a corporation,

" UPSHER-SMITH LABORAT ORIES, IMC. Docket No. 5207

and

AMERICAN HOME PRODUCTS
CORT'ORATION,

a corporation,

a corporation.

DECLARATION OF ANDREW 8, GINSBURG

I, Andrew S, Ginsbuorp, declare as follows:

i.

T am an attorney employed by he Federal Trade Commission ("FTC™) in
Washington, D.C. [ am a membcer of complaint counsel in /n re Schering-Plough
Corporation, et al., FTC Docket Mo. 9297,

[ have personal knowledge of the facts staled m this decluration.

On June 23, 2001, T served on American Home Products ("AHP™) a Rule 3.33(c)
Notice of Deposiiton {"Deposilion Neolice™), teqnesting that AHP produce
somconc knowledgeable to tesify about Exhibits 1 and 4-8 to the inveslizational
hearing of Dr. Michael 5. Dey held on October 5, 2001 (“Dey Fxhibits™).
Exhibitz 1 and 4-8 arc AHP 13 00025, AHP 13 00115, AHP 13 00117, AHP 12
00118, ATIP 13 00104-114, and AHP 13 00158-184, respectively. See Exhibit A

On or about July 3, 2001, [ spoke with Ms. Cathy A, Hoffinan of Amold & Porter,
counscl 1o AHP. She mlormed me that she had been unable to find a person to
testify as requested in the Deposition Notice. On behalt of complaint counsel, 1
agreed to forgo holding the deposition an July &, 2001, as onginally stated in ihe
Deposition Notice, See Exhibit B. At ne point did Ms. Hoffiman make any
assertion of attomey-client or work-product privilezge with respect io any of the
ey Exhibils, :



would rat be prodacing someene to testify about those documents per the
Deposition Notice. She was fo inform me of the results of their investigation into
Exhibits 1 and 7 g5 to their privilege status and we were to discuss at that futore
date holding of a deposttion concermning those doguments, if they were found not

fo be privilesed. See id.

I declare under penalty of perpury that the foregoing i= true and correct.

Androw 5, Ginsﬁurg

Dated: Ociober 19, 20014



CERTIFICATE OF SERVICE

£ Andrew S. Ginsburg, hereby cerlify that on June 25, 2001, Tcaused a copy of the Notice
of Deposition to be served upon the following persons by Federal Express and electronic mail.

Cathy Holliman, Hzq.

Amold & Porlor

555 Twellth Street, TLW.
Washington, DLC. 20004-1206

Laura S. Shores, Fsq.

Howrey Simon Arnotd & Whate
1299 Pennsylvania Avenus, N.W.
Washington, D.C. 20004-2407

Christopher M. Curran, Esq.
Whita X Case LLF

G601 13th Streef, N.W.
Washington, D.C. 20005

() 1) 0

Andrew S, Gin‘s’.’hutg
Complaint Counsei




UNITED §TATES OF AMERICA
FEDERATL TRADE COMMISSION

WASHIMIFIGN, Dl 10580

Bucean of Competition
Andrew 5. Ginshury, E=q.
Dircet Dial: 202532 31058

Fuly 3, 2001

YA FACSIMILE AND LS. BIAIL

Cathy Hollinan, Esq.

Amnold & Porter

555 Twelfth Street, N.W. _
Washingten, D.C. 20004-1206

Re:  In the Matter of Schertng-Plough Corp., Upsher-Suiith Laboratories, and
American Home Products Corp., FTC Docket No. 9297

Dear Cathy:
Thanks for the call .today.

This is 1o confirm you have been imabie to find a petson to testify as requested in the
Notice of Deposition commumnicated to you by complaint counsel on June 25, 2001. Therefore,
we have agreed to forgo holding &he deposition on July 8, 2001, )

You will call me on July 3, 2001, to Fet me know whether or not you have been able to
locate someone responsive to the deposition notice. 1leok forward to speaking with you then.

L

Have a happy holiday.

Sincerely,

Andrew 5. Ginshurg,
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UNITEL STATES OF ARMERICA

FEDERAL TRADE COMMISSION

WASHINGTOM, 1.0 20550

Bureau of Competion

Andrew 5, Ginsbury, Esq.
Chroct Oial; 202-326-3108

Juiy 13, 2001

V14 FACSIMILE AND ULS. MArL

Cathy [ [offman, Esq.

Amold & FPorier

555 Twelfth Street, NW.
Washington, D.C. 20004-1206

Re:  In the Matter of Schering-Plough Corp., Upsher-Smith Laboratovies, and
American Home Products Corp., FTC Docket No. 9297

Tear Cathy:
This lettor is to confirm our discussion yesterday.

I understand that vou conlinue to be unable to find a complele set of persons able to
testify as requested in the Notice of Deposition communicated to you by complaint counsel on
Junc 25, 2001, concerning all izsues listed in Exhibit A [ appreciate your continued efforts to
locale persons responsive to said notice and nnderstand in particular the difflicuity of dealing with
people no longer employed by American Home Products. However, cantinied detays will

impede the process of discovery.

[ hope and expect that by Friday, July 20, 2001, you will have a more definitive ans'i:irs;r
responsive to the Notiee of Deposition. 1 will call you on thal date and at that time you can

provids me with the requisite information.

It vou need to reach me, please feel free 10 give me a call at 202-326-3108. Thank you,

Andrew 5. Ginsburg, Haq.
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ARNOLD & PORTER Catty Hotfman

Cathy_Hoffroa miaporer coot

202.342.5123
202,942 5099 Fax

555 Twveffth Strest, MW
Wazhingtom, DC 2000417206

July 20, 2001

Fidd 18 MAN

Andrew §. Ginsburg, Bsq.
Bureau of Competition

Federal Trade Comnmission

601 Pennsylvania Avenne, NW
Washington, D. C. 20580
Telecopy: (202) 326-3384

Re:  In ithe Matter of Schering-Plough Corp., Upsher-Smith
Labaratories, and American Home Products, Docker No, 9297

Dear Andrew:

T am writing in 1esponse to your letier dated July 13, 2001 and o complaint
counsel’s rule 3.33(c) Notice of Deposition, dated June 25, 2001. As you know from our
pricr discissions, we have been working diligently to locate responsive information and a
company wiimess 1o testify about those documents and maiters set forth in the Notice of
Deposition. While conducting that investigation, we recently have learned ihat most and
likely all of the decuments referenced in the Notice of Deposition are protected fom
discovery by the attormey-client privilege and by the attorney work product dectrine. ',
Specifically, during the course of our investigation to respond to the Notice of
Deposition, we have learned that those docurnents tarked as Exhibits 4-6 and 8 to the
October 5, 2000 pre-Complaint deposition of Michacl Dy, Ph.D. were prepared at the
request of counse! and contain the menial impressions of counsel. Based upen what we
have learned, it also is likely that Exhibiis 1 and 7 to Dr. Dey’s deposition were prepared
at the request of counsel, and therefore also are privileged. However, we still are
finalizing our investigation of that guestion.

Similarly, during our Rule 3.33(c) investigation, wc also leamed that two
additional documents, beanng bates numbers AHD 13 00089 — 93 and AHP 13 (0097 —
99, werc prepared at the request of counsel and contain the mental impressions of
counsel.' ‘Those documents therefore also are protected from discovery by the attorney-

! Two other docurrents, bearing bates numbers AHP 13000021 — 125 and AP 13 60130 — 131, also sy
have been prepared at the request of counsel, and therefore may 1130 be privileged, but we ahll ae
Enalizing cut mvestgation of that qiestion.



ARNOLD & PORTER N

555 Twelfth Straet, NyW
Washingtor, DC 20004-7206

Andrew S_ Ginsburg, Esq.
July 20, 2001
Page 2

clienl povilege and the atomey work product docinne. Each of these documents was
inadvertently produced to the séaff at the Bureau of Competition during the FTC’s pre-

{Complant investigation.

We hiereby request that you immediately return the six documents that we have
confirmed are privileged and were inadvertently produced, as well as any copies you may
have made thereof, to me by no later than Friday, July 27, 2001. We also hereby request
that you immediately retrieve and returm any copies of these documents which complaint
counsel has distributed to others, including experts, by that date. If you have any copies
of these documents that contain the mentsl hmpreszions of counse! and/or other work
product notations, we ask that you mmmediately destroy those copies. Lastly, we ask that
you refurn to me all copies of Dir. Dey’s October 3, 2004 deposition transcript so that we
may redact alf testimony relating to the privileged decuments. We will refurn the
redacted copies of the transcripts to you once we have done so. The retun of these
privileged documents is mandated by the law applicable to this case, Judge Chappells
prior rulings on similar issues in the Hoechst/Andrx matter and by the language and spirit
of the Protective Order in this case, specifically paragraph 17 thersof.

By copy of this letier, we are requesting counsel for respondents Schering-Plough
mmd Upsher-Smith to follow the same procedures.

Beecause most and likely ali of the documents identified in Complaint Counsel’s -
June 25™ Notice of Deposition arc privileged, AHP will not be producing a Rule 3.33(c)
witness in response to the Motice al this time. As soomn as we determine whether Exhibits
1 and 7 are privileged, we will netify you. Should it turn out that those documents are
not privileged, then we will contact you to determine whether complaint counscl would
like a Rule 3.33 {¢) witness as to those documents.

If vou have any questions about any of the issues set forth 1n this letter, then
pleass call ma.

Sincerely,

Cathy Hoffinan

cCr Karen Bokal, Esq.



ARNOLD & PORTER

Andrew 5. Ginsburg, Esq.
Tuly 20, 2001
Page 3

Launra Shores, Esq.
Christopher Curran, Esg.

202.942.5000
202.042 B899 Fax

255 Tweifth Streat, MW
Washirgrton, DO 20004-1208



CERTIFICATE OF SERYICE

[, Andrew 5. Ginsburg, hereby certify that on QOctober 26, 201, 1 caused a copy of the
public version of Complaint Counsel®s Cpposition To AHP's Motion For Protective Order to he
served upon the following persons by hand dehivery or by Federal Express and electronic mail,

Flon. D. Michael Chappell
Admunistrative Law Judge
Federal Trade Comimission
Room 104

GO0 Pemmsylvamia Avenue, N.W,
Washinpgton, D.C, 20530

Office of the Secretary

Federal Trade Comnmission
Eoom H-154%

600 Pennsylvania Avenuc, N.W.
Washinglon, ThCL 20580

Cathy Hollman, [sq.

Amold & Porter

555 welfth Street, W,
Washington, .C. 20004-1206

Laura S. Shores, Esq.

Howrey Shinon Arneld & White

1299 Pennsylvania Avenue, N.W.
- Washington, D.C, 20004-2402

Christopher M. Curran, Esq.
Whitc & Casc LLP

601 13th Street, N.W.
Washington, 2.0, 20005

Co

Andrew S. Ginkburg
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- INTRGPUCTION

In their Opposition, complant counse) argue that the documents at 155ue are not
protected from disclosure by the attorney-client privilege or the work-product doctrine.
They also arguc that even if the documents arc prolceted from discovery by these
doctrines, AHP has waived its right to protect the docirments from disclosure. Complaint
counsel are wrong on all counts.

Complaint counsel claim that the attormey-client priviiege does not apply because
AHPT oliers only “conclusory allerations™ in sumport of the privilere. The initial and
supplemental declarations proffered by AHP in support of its Motion establish  through
specific uncontested facts —each and every element of the attormey-client privilege.
Contrary to complaint counsel’s assertions, the documents at issic arc not “business™

dneuments relating to the provision of “business advice ™ Rather, they are

e ey nmnmnmnmnmmmmmmMmMmm mMmmm mMmm M T I T ™
oo, ImMmMm T, I TTYTTTIIT
R I L m I Im M
The docwments were intended as confidential when created and were mamtamed
confidential.

The work-product doctnne hikewise apphes. Each of the documents was prepared
at the request of counsel o enable counsel to provide legal advice to AHP
assasssansnsssesesss The declarants all agree on these facts, which establish the
documents as work-product, = » «of the documents, numhers sessasanassssvenrs

incorporate counsel's mental impressions and are therefore opimion work-product.



Nothing in complaint counsel’s Opposition changes these conclusions. Complaint
counscl a;c sunply wrong when they argue that the (iocu;mcnts. appear (o have been
created in the ordinary course of business and not in response to 2 request from counsel.

While complaint counsel argee that they have made a sufficient showing of need
10 prerce the wotk-product doctrine, their proof falls far short of the mark. First, because
the attomey-client privilege applies to each of the docuements, complaint counscl’s
professed necd for these documents dees not matter; a showing of need does not
overcome the atiomey-client privilege. Second, complaint counsel have failed to
demonstrate 2 “substantial necd” for these documents. Simply asserting that the
documents constitute “contempoeraneous evidence™ — which all that compiaint counsel
have dore here — is not sufficient. Where, as here, the documents are at best
corroborative evidence, “substartial need” does not exist. Moreover, complaint counsel
have failed to offer any evidence that they sought the same or similar information from
AHP and failed to obtain it. That deficiency alone requires a deriaf of complaint
cownsel™s request Lo pierce Lthe work-product doctiine. Lastly, altemative means - such
as 3 deposition of AHP employees — exist for complaint counsel o ebtain substantially
syuivaleni informatior,

Complamt counsel assert that AHP’s production of thesc documents was oot
inadvertent because if resuited from an erroneous judement that the documents were not
privileged, rather than the mistaken production of a document known to be privileged.
Complaint counsel misstate the law. At least two courts that apply the sime five-factor
waiver anzlysis used by this Court have found that a party who nuistakeniy concludes that

a document 18 nod privileged, when it in fact ig, has made an inadverient production that



should not result in waiver. At least one court has reached that conclusion without
engaging in the fve-factor balancing test. This Court should do the same.

If ihe Court elects to appiy the five-factor balancing test, it should hold that a
halancing of the factors requires a finding of non-waiver. AHP had adequale procedures
in place 1o safeguard its privileged documents. Only = = «documents were inadvertently
produced out of tens of thousands that were produced 1o the FTC. The disclosure of
these documents has been minimal, and complaint counsel's professed rehance on and
need for these documents do not withstand scrutiny. AHP wall be ireparabiy prejudieed
if the Court finds thal a waiver has occurred whereas compiaint counsel cannot make any
showing of prejudice. Simply put, the balancing test requires a finding of non-waiver.

L AHP HAS ESTABLISHED THAT THE ATTORNEY-CLIENT

PRIVILEGE AND THE WORK-PRODUCT DOCTRINE APPLY TO
EACH OF THE INADVERTENTLY PRODUCEP DOCUMENTS

A The Attornev-Client Privil Applies to Each of the Documents

Complaint counsel™s argument that the inadvertently produced documents are not
protected by the attorney-client privilege lacks merit. The sacrosanct nature of the
attomey-client privilegs and the important volu thal 11 plays in our legal sysiem are well

established:

The attorney-clhient privilege is the oldest of the privileges
tor confidential communications known to the commaon
law. 8 I Wigmore, Evidence § 2290 (McNanghton rev.
19:1). Its purposc 1s 1o cocourage full and frank
communication betweon attormews and their clients and
thereby promote broader public 1nterests in the observance
of law and administration of justice. The privilege
recognizes that sound legal advice or advocacy serves
public ends and that such advice or advocacy depends upon
the lawyer’s being fully informed by the clicnl. As we
stated lust Term in Trammel v, Uniied States, 445 1S, 40,

Lal



31, 100 K, Ct. 906, 913 (1980H: “Fhe lawyer-client
privilege rests on the need for the advocate and counselor
to know all that relates to the client’s reasons for secking
representation if the professional mission is to ke cartied
out.” And m Fisher v. United States, 425 LS. 391, 403, 96
&, Ct. 1569, 1577 (1976), we recognized the purpose of the
prvilege to be “to encourage clients to make full disclosure
to thewr attorneys.™

Upjohn v. United States, 449 .S, 383, 389 (1981). Mere suspicion that the privilese

does not apply — which is afl that has been alleged by complamt connsel — cannot vitiate

the privilege. See, ¢.g., Dunn Chem. Co. v. Sybron Corp., Misc. No. 8-85, 1975 WL 970,
at*3 (5.D.N.Y. Ocl. 9, 1975) (“I The attomey-client privilege] cannot he deemed non-
existent on mere suspicion.”) (emphasis added).

1 AHP Has Proffered Sufficient Faets To Sustain [s
Claim of Privilege

Coniplaint counsel assert that AHP offers only “conclusory statements™ in support
of its claim of attorncy-client priviiege, They contend that AHP has failed lo come
forward with “specific facts that provide information sufficient to allow the court (0 make
an independent judgment as to the privileged nature of the documents,” COpp. at 9. Once
again they arc wrong,

The declarations submitted by AHP in support of its Motion for Protective Order

establish that all of the privileged documents were created in response to a request from
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These facts are not merely “conclusory allegations,” as complaint counsel
suggcst,3 Rather, they establish that:

& Each document is a communication from AHP employees to m-house counsel
or outside counsel for AHP:

s FEach document was prepared by AHP employees in response to a reguest hy
counsel in the underhying patent hugation;

» [Each documcnt first camc mto exisicnee as part of a conmmunication to A[IP's
counsel and is an ¢flort by AHP employess to respond 1o inquiries pul to them
by AHP’s councel;

» The content of each document was communicated to AHP"s counsel to assist
munscl LR R R A ERERNEENENEESENEEREREEN SN SENERSERNERNENNERERIENN]

LE A B N A R XA AR LEJSENEERLERENNE ANEENENEENENEENFENENNEENENENNFEENEERN K]

.'-I.--;

» Fach document was considered confidential when ercated, and AHP
employees intended that the contents of the documents be communicated
confidentially to outzsidc and m-house counsel; and,

s Each document was prepared solcly ar the request of counsel and was not
prepared in the ordinary course of AHP'S business.

" Courts rontinely accept privilege assertons for documents listed on privilege logs that reveal far loss
infornenion than AHP proffered in ks supporting declarations.



These facts estahlish that each of the = « sinadvertently produced privileged
documents 1 protected from discovery by the attomey—client privilege. See. e g,
Unpjohn, 449 U5, at 394-96 (finding thal wniten communications from lower level
gmployess to in-house counsel for purposes of putling the in-house law yer in & position
1o mive legal advice were protected by the attorney-client privilege). Confidential
commumications between a client and its lawver relating to setttement of anticipated or
ongoing lifigation — =erassesesrenrecesee s —greprotected by the attomey-client
privilege. See Florentia Contracting Corp. v. The Resolution Trust Corp., No. 92 Civ.
V188{PKL), 1993 WL 127187, at *5 (SD.N.Y. Apr. 22, 1993) (It is well established that

confidential communications between attorney and client are privileged when conducted

for the porpose of | | | sctlement negotiations . . . .7); see also Gould, Inc. v, Mitsuj

Mining & Smelfing Co., 825 F2d 676, 679 {2d Cir. 1987) (same). The privilege also
applies where the documents are confidential drafts exchanged between chient and

Iawyer. See N.V, Otganon v. Elan Pharm., Ine., No. 99 Civ. 11674)GKRLE, 2000 WL

1576875, at *1-2 (3.D.N.Y. Oct. 23, 2000} (draft sertiement agreement is protectad by the

attorney-chient privilege and work-product doctrine); United States v. Schlegel, 313 T,

Supp. 177, 172 (E.D. Mich. 1988) (privilege applies (o draft tax return provided by client
to counsel); Schenet v. Anderson, 678 F. Supp. 1280, 1284 (E.D. Mich. 1988) {privilege
applies to draft of stock purchase offers and tender offers; rejecting claim that privilege
did not apply becausc drafis were used in preparing a document intended for public
disclosure). Moreover, where a documenl first comes into cxitlence as part of a

comthunicalion to an aftomey — s ssssssvtvnvananna _jhe [H'i‘l-’{]ﬂgf! app[icsl Seg
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 WIGMORE, EVIRENCE § 2307 (rev. ed. 1961) (" The test is whether the document first
came inlo cxistcnce as part of a mmmunication to an attomey.™)

Not one of the cases cited by complaint counsel in support of the proposition that
conclusory allepations are insufficiert involved the amount of information or level of
detal that iz contained in AHP’s declarations. Moreover, the cases cited by compiaint
counsel indicate that 1he level of detail provided in AHP's declarations is sufficient 1o

cstablish the privilege. For cxampie, in Alexander v, FBI, 192 F.R.D. 42 {D.D.C. 2000,

the declaration submitted in support of the claim of privilege as 10 over fifty documents
listed on a privilege log simply provided that “each ol the documents listed on the
privilege log . . . was collected and prepared in anticipation of the congressional and
Independent Counsel investigalions™ and that the prodoction af the documents on the
privilege log “would reveal information that [the client] provided to his attarncys in
confidence.” 1d. at 45. The court found these peneral, blanket statements to be
msufficient because the declarations failed 1o mention when the documents were created,
what attorneys actually received them, when they were received by the attomeys and the
names of other persons, if any, that were given the documents. Id. at 45-46. The clear
implication of the court’s haidinyg is that deciarations providing such information would
have been sufficient. AHP’s declarations answer cach of these questions and provide
additional facts to support the privilege. Thus, applying the reasoning in Alexander,

AHP’s declarations are suflicicnt to sustain a claim of adomey-client privilece.



2. The Contents of the Docements Were Communicated
To, and Contained Communications From, Counsel

Complaint counsel next challenge AHP’s assertion of attorney-client pnivilege by
arguing that AHP has not demonstrated that the documents or 1heir contents were
comnmunicated to AHP's counsel. Opp. at 10-11.

Tke declarations make clear that & = = verbally communicated the contents of the
privileged documents to AHP’s counsel, ## s+ e e e e e ¢ and sent counsel certain of
the » =« « + s econtained in these documents. S¢geanacnasasnsssaansannase;
sesennssesnwesnesnnssnseintended these communications to be confidential,
Scoanveassasnaase, The witnesses also ﬂt-tﬂSt that disclosure of the documents would
reveal those facts discussed with covnscl, Scewassernsrsrvssssrassssanvaay,
As complaint counsel acknowledge, where, as kere, a document “clearly reveal|s] those
facts . . . specifically discussed with counsel,” the document 1s protected [rom disclosure

3. The Communications Related to the Providing of 1.egal
Advice and Services, Not Business Advice

Complaint counsel assert that the attomey-client privilege and work-product
doctrine do not apply because, they speculate, the documents relate 10 communications
“primarly . . . of importance for AHP s business considerations regarding settlement,”
and AHP’s counsel was providing “business advice.™ Opp. at 15, They also claim that
AHP tias vet shown thal the documents are attorney-client communications rather than
“business” documents. See, e.g., Opp. at 11-13, 18-19. As an example, they potnt to
= v« steslimony during his investigational hearing wihere, in discussing priviicged

docuntent nomber s»eeseencanas s vwsves=eapoics that 2 portion of the analysis



in this document was prepared N TeSpOnSe {0 ¢+ setesssssasonssasasasss e
Scewesavavoasess attached as Exhibit 8 to AHP's Mot for Protective Qrder. They
conclude from s testtmony that s s a4 s s s+ 88 s 5 swus peneraled to analyee a “possible
business amangement” belween Key and ESL Opp. al 19,

They also attemipt o support this argument by mischaracterizing one sentence
from page 33 of «e » « s v w e s 0 sinvestigational hearing. See Opp. at 18-19. Complaint
couna¢l assert that “ft]o the ¢xicni « =+ » » » = = » 2 » = cmembered anything about certain
documents . . ., he believed they were created [t]o see if there was a business opportunily

there for [AIIP).” Id. at 18. A fair reading of # =+ ¢ » » ¢ # + ¢ » stestimony makes clear

that the statement quoted by complaint connsel was in response to a general guestion
ﬂmut""'4."i'-..--l-...1Iilll!ltiiiillIlIlillIiiilllil-ll

LA AR RN L RAERDSELENESREREE RS ETEENEEEENENSREES Y FENYNY]

Once again complaint counsel’s arguments distort the facts. The declarants
confirm that the privileged documents were created selely at the roquest of counsel and
nat in the ordinary course of ESI's busingss. See seeuussaonsssnessvsnnsse
Sessramenvanvavensvensssnvavananense aiached as Exhibit 4 to AIIP's
Mot for Proteclive (Order; eseasmanasnvsvnsesssenss attached as Exhibit 3 1o
MAHP's Mot. for Protective Order; s=essesssssessvseravananse sitached as
Exhibit 5 t0 AHP’s Mot. for Protective Order. These communications with counsel were

for PuUrpascs uf'suliciting |Ega[ advice Iclating NEER RN LL LN L LY ER SN Y RN Y

LA AR R A LR AERSLENERNERER R YR E R RN R R R N N R N N Y F R R R AL
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Complaint counsel has offered no evidence 1o rebut these points. That the documents
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Contaim hustiness ar economic data does nol make thcr{‘l non-privileged. “IDlocuments
setting forth business and econonue data fall within the scope of the privilege 1f such data
is included merely for the purpose of giving or receiving legal advice.” Weeks v,
Samsung Heavy Indus. Co., No. 93 C 4899, 1996 WL 34{337, at *3 {N.ID. Lil. June 20,

1996); see also In re Brand Name Prescription Diugs Antitrust Litig., No. 94 C 897, 1995

WL 557412, at *2 (N.D. Til. Sept. 19, 1995) (sarne).*

4, The Communications Were Intended To Be and Were
kept Confidential

Crting Coasta] States (Gas Comp. v. D.OFE., 617 F.2d 854 (D.C. Cir. 1980},

complaint eounsel question whether the confidentiality of the documents at issuc has
been compromised. Opp. at 15-17. They suggest, incarrectly, that the documents were
circufated “widely™ throughout AHP, possibly even to persons who did not “need Lo
know™ the information at 1ssue in order to communicale with counsel. Id at 16, As their

only examplc m support of this argument, compiaint counsel Citc (0 sesawnav v nes

LR AR L B L NN ERSERRERJSERNERSEEREERENENREREENY NFE NN N NN R g g u g e ey
StetdsvdrvurRanpeRsTesRRassasuasunnnnnnnsnsvanas]]l Fromthese
speculative asserions, complaint counsel guestion whether the cornmunications at issue
were [rom (he “client™ and whether they retained a sufficient level of confidentiality to be

privileged. Id. at 15-17,

* Even if the dncuments at issus wore cormunications between AHI* and its counse] that mixed baeh lepat
and husiness advice  which they arc net — they nevertheless would br proteeied by the anomey-clico
privilese and the work-product doctrme. See SCM Comp. v Nepos {Com,, 7O F.ED. 508, 517 (1 Conn.
1978} (recognizing that conlidential commumicatmns betweaen lawyer and client remain privileged cven
though they ivalve an intermringling of business and tezal considerationsi: sec also In e Papst Licensine,
Mo CTY A MDL-1398, 99-CA-31EE, 2001 WL 1135265, at *2{E.D. La. Sept. 24, 2001} {sanc).

il



The facts here bear no resemblance to the facts in Coastal States. There, the parnty
seeking the privilege admitted that 1t did n::-'; know who had access to the documenis, and
there was undisputed testimony that “the memoranda were circuliated to all area offices,
filed and indexed for funurs use, relied on as precedent and used as (mining materials for
new personnel. ™ Coastal, 617 F.2d at 863, Here, the undizputed facts confinm that an
appropnate level of confidentiality was maintained.

+ v« o waasasesconfinms that be discussed these documents and their contents
only with counsel and persons within AHP who assisted him in preparing the documents.
Segwesemanaanes, Afterreceiving the documents, he did not distribute them 1o
- anyone else within AHP except in-house counsel. id. atesesessssaas, The only
persons who received these docaments within AHP arc those persons whose names
appear o the documents and in-house counsel — all persons whe needed to review the
documents to respond 1o counsel’s requests. Id. aiwesessseswsa Likowise,

# & & &% wmanaaeattests that nesther he nor any of his staff that assisted in preparinge the

documetits disseminated these documents to anyone other than sesessananes

Il."-'Illl'I'i'i‘-‘-.ll‘ll--Ii--iIlillISEE t-o--l---.o--t-‘-----!

attached hereto as Exhibit 3. we s » e e w s o v walso confirms that he and his staff
understood that these documents were being created as confidential communications to
counsel. Id. at wesesssawses Thus an appropriate level of confidentiality wag
maintained, and the atlomey-client privilege applies. See Upiohn, 449 1.5, at 383
{writlen communications from Jower level employees to in-house counsel for purposcs of
putting the n-house lawyer in & position tu give legat advice were pratected by the

auorney-client previlege).

12



B. The Work-Produci Doctrine Applies to Each of the Documents and
Comptaint Connsel Have Not Satisfied Their Burden To Overcorme
This Protection )

Compiaint counse] assert that the work-product dectrine does not protect the
documents al 1ssue from disclosure. Their arguments in this regard also fail.

l. AHF Has Profiered Sulficient Facts ‘1'o Establish the
Work-Product Doctrine

Complaint counsel argue that AHP has failed to assert facts to support a work-
praduct ctaim because it proffers only “conclusory assertions.” Opp. at 17-18. They are
wrong,

The declarants attest that the documents 2t issue were created in responiseto a
request for information from counsel to assist hemin vesssvassnsesssseesas
sevessssrssnsassannsencelccvreneceerssascancsannaas
sesvennveres, While complaint counsel incomectly suggest that eseeressessujg
now unielear ag to whether the documents at issue were creaied at the request of AHP's
counsel, #we e e eeeeewaciarifies in his supplemental declaration that he has no such
doubts. See seseseenmsns, Likewige, »« == s veeeeedispels complaint counsel’s
suggestion that his current recollection is a fabrication. Seeid at savessavesss,

The other underpinnings for AHPs claim {.}f— work-product are similarly intact.
Cotitraty 1o complaint counse!’s suggestion, » « me =« v » & # 4 ¢ cortain that
massersesseerpquested that the =« s ereeeveeconiained in the documents at issue
becreated. Sgceseassnsvann, And whileitistructhal asseseeessenvhas no
first-hand knowledge that the documents at issuc were created at counscl's request, he is

eeram that e ea s« s wew e s stold him that the documents were being created for that

13



purpase and that the documents were not created in the ordinary course of ESI"s husiness.
Sepessavuonanss |

These facts, which are much more than “conclusory allegations,” establish AHP s
work-product claim. Documenls, like those at issue here, that are created al the request
of counsel to assist with ongeoing ligation are protected from discovery by the work-

praduct doctrine. See, e.g., Mobil 0l Corp. v. EP.A . BT F. 24 698, 703 (9th Cir. 1989)

{holding that a drafi document prepared for “internal use to analyze and clanfy settlement

strategy” was prolected fiom discovery by the work-product doctrine), In re Subpocna

Duees Tecum Served On Rosenman & Colin, No.M&-85(RLE3:920V00301-WWE,
1996 WL 527331, at *2-6 (5. D.N.Y. Sept. 16, 1986) (holding that “attorney’s drafl noles
and research conceming the settlement are protecled by the work-product privilege and,
it mvolving the client, may aizo be protected by the artomey-client privilege™:

Santiage v. Miles, 121 F.R.D. 636, 640 (W.D.N.Y. 1988) (holding thal computer

printouts generated at request of counsel in response to {iling of suit were protecied from
discovery by work-product doctrine).

2. Opinion Work-Product Applies to
Dﬂcumﬁntj- AL X E S IR RN R

Curnplami counse! argue that AHP has not met is burden to establish that
= = =documents are opinion work-product. Opp. at 20-21, Oncc again they are wrong.
To establish & claim of opinion work-product, one must show that the documents
at issue contain, or that production of the documents woutd reveal, a lawyer's mental
impressions, conclusions, opinions or legal theores shout 4 case. See.eq, 16 CF.R.

§ 3.31(e}3) (defining opinion work-praduct as the “mental inywessions, concusions,



opinions or legal theones of an atiorney . .. .} Lipjobn. 449 U5, at 397-98 (samc), Mat’|
Educ. Training Groop. Inc. v. Skilisoft Corp., No. M&-R5 (WHF), 1999 WL 378337, ai
*6 (5.D.N.Y. June 11}, 1999} (samc).

For each of the » « sdocuments for which AHP claims opinion work-product,

e I T
N I L I L T o
PN BRGNS R NP II PRI IR AN PRSI RN E NP A SRS P AR R R R R AR
ssssssesssmcssvnavssnassass, Inhissupplemental declaration, sessee
confirms that these docurents contain cuun;sel’s memal impressions. Sge
sransrsanranssens sipilariy recalls that the duﬂuﬁants incorporated the mental
imnpressions of AHF's counsel. Seg veevssvasssveosws If produced, these

e sadocuments eewa s e s oo wnses would reveal the mental impressions of
coungel. Sec wesrwosnanasnanse Contrary 1o complamt counsel’s assertions, one
need not speculate to reach this conclusion. They, therefore, constitute opinion work-
product.

3. Complaini Counsel Have Mot Made a Sofficient
Showing To Discover Any of the Documents

Comnplaint counsel argue that even 1f one aceepts that the documents at issne are
protected by the work-product doctrine, disclosure of =« »of the » » +documents is

“nonetheless appropriate.”™ Opp. at 21. In support of this argument, they claim that they

bave & “substanlia] need™ tor = « vof the documents and are unable withoul undue

* Complaint counsel do not assert a “substantial need™ for dUcunEIlls ** S s s s s s+ v w # o 4351
dezenibed in AHM 3 motion.
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hardship to obtain the substantial equivalent of these documents by other means. 1d. at
21-23. As for the documents to which AHP ;:lﬂims Opinion work-product sssessass,
camplainl eounsel acknowledge that a showing of “substantial need” will rot entitie them
ta production of the documents, but go on to argue thal “extraordinary ¢ircumnstances™
exist thal warrant production of these documents. OQpp. at 23-24. These arguments iack
merit.

a. A Shoewing of Need Does Not Overcome the Attorney-
Client Privilege

Complaint ecunsel’s arguments fail to recognize that AHP claims attomey-client
privilege for cach of the documents ar issue, The attomey-client privilege cannot be

overcome by a showing of nced. Sce, g.g., Admiral Ins. Co. v. 1.5, Diist. Court for Disl.

of Arizona. 881 F.2d 1485, 1494 (9th Cir. 1989} {*The principal difference between the
attorney-chent poivilege and the work praduct doctrine, in télms of the protections cuch
pravides, is that the privilege cannot be overcome by 2 showing of need, whereas a
showing of need may justify discovery of an altorney’s work product.”™. Thus, even if
one were 1o assume that complaint counsel could make a sufficient showing 10 warrant
disrcgarding the protection afforded 1o these documents by the work-product doctrine,
praduction would still be inappropnate because the documents would be shielded from
discovery by the attumey-client privilege.

b. Complaint Counsel Have Not Met Their Burden To

Establish Substantial Need or that a Substantlal
Fquivalent for the Materiais Does Not Exist

Cormiplaint counsel have the burden of prool and persuasion in attempting to

pierce the work-product doctnne. See, ez, Mason C. Dav Excavating, lnc. v,

I



Lumbermens Mut_Cag. Co., 143 F.R.D. 601, 6068 (M. N.C. 1992); Delco Wire & Cahle

Inc. v Weinherger, 102 F.R.D. 830, 689 (E.D3. Pa. 1986). Complaint counsel claim that

they have a “substantial need,” and that there 15 no “substantial equivalent,” [or = o » of

I}lﬁdﬂcumﬂn‘tsbﬂcause L E R E A R LT N RN LR NERERENERZENERIEREENRESENENNENERERNESNEZSYN.]

They assert thal “[5]uch contemporanecus business documents are far more valuable and

reliablie than any other potential evidence (such as depositions taken after-the-fact) that

could be avalable to complaint counsel.” 1d. They also assert that Professor Bresnahan,

their hired economist, has “reviewed and relied upen these documents . .. ™ [d.

“[TThe mere fact that the work-product is comprised of contemporansous

statements does not in all events answer the question as W whether there 15 a substantial

need for the documents.” Mason, 143 F.R.D_at GG, As the courl in Fonlaine v.

Sunflower Beef Carner, Inc., 87 F.R.D. 8%, 93 (E.D. Mo. 1980) stated:

[I]t is necessary for [the] plaintiff to show maore than the
mere contemporaneousness, ... The rule specifically states
that work-product matenais are discoverable only upon a
showing that the party requesting production is unable
without undue hardship to obtain the substantial equivalent
of the requested materials. A mere ailegation that the
statements are contemporaneous does not satisfy this
l'ﬂq'l.ill’ﬂII’lE:Tlt.

This Court belicves that the requesting party musl make
some showing that efforts to obtain similar matenals have
proved futile.

See also EE.Q.C. v, Plessey, Inc., Civ. A No. 78-13873, 1981 WL 2441, at *2 (D. Kan.

Apr. 30 1981) (*{T)o meet the second condition of Rule 26(b)3). defendant must show

it has made some effort, in good faith, to obtain the same or similar information by other

means and that o was froilless ™).
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Here, complamt counsel have fajied io offer any cvidence that they sought the
same or similar information as appcars ip the privilegéd deauments through ather means
and that those efforts were fruitless. Instead, they rely simply on the alleganon that the
documents provide them with sesessssrsnsnasusvassanssssnnnssss Agiie

holdings in Fontaine and Plessey make clear, mere allegatons of contemporaneousness

arc not snfficient to pierce AHP*s work-product. See Fontaine, 87 F.RE.[)_ at 93; Plessey,
1981 WL 2441, at *2.

Complaint counsel acknowledge that altemative means exist by which they could
oblain the information contamed within the privileged documents, because they admit
that they can depose AHP employvees to obtain the information. Opp. at 23, They claim.
however, that “aﬂer—tha—fact" depuositions are not as valuable. Id. That testimony is
laken “after-the-fact” does not mean that the 1estimony does not serve as a “substantial
equivalent™ to the privileged documents. Indeed, 1t 1s well accepted that “*substantial

need” cannot be shown where persons wath substantially equivalent mnformation are

availabie for depositon. Sec, c.p., Hom & Hardart Co, v, Pillsbury Co., 888 F.2d 8, 12

(2d Cir. 1589); Tribune Co. v. Purcigliotti, No. 93 CIV 7222, 1998 WL 175433, at *5

(5.IWN.Y. Apr 14, 1998); Hendrick v. Avis Rent A Car Svs., [nc., 944 F, Supp. 187, 191

(WINY. 1986). If as here, other means are availabie to obtain substantially equivalem
information, then the work-product protection should not be pierced. See, e.g., ITorn, 388

F.2d at 12; Tribune, 1998 WL 175933, at *3; Hendrick 944 F. Supp. at 191

Similarly, where, as here, the ¢vidence sourht merely corroborates a point on

which othcr evidence already is available, the party scekmg the documents cannot make

the requisite showing of “substantial need.” Sec Baker v. General Motors Com., 209
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F.3d 1051, 1454 (8th Cic. 2000) (where document seught 15 mercly commoborative of ather
evidence, “substantial need” is not shown); M@gr_\w
Elkins. LLP, 124 F.3d 1304, 1308 (D.C_ Cir. 1997) (same). Complaint counsel assert that
the documenis will (1} sesasasnssusuarsubnniibinasnasaassnaacsanays;
(i} 44svosanssasessnsarennancnnbnsunnn samanarnanansnnns
sresnanvsevarernafiiijetesasasuttctennctinccsannananasannsnniss
TrrsEmesrsenerenessetnunvannnvnnarannannrnsvs’ Bl asevidenced
by the report of complaint counsel’s economist, complamt counsel have altemative
means of proving each of these points.

For example, as to the first point listed above, complaint counsel will have the
testimony of their expert economist — who will rely on Schering documents, testimony
adduced from Schering and ES1 witnesses during investigational hearings and on the
testimony of complaint counsel’s other expert, Mr. Hoffiman — 1o demonstrate
swwessesseanasvaeSee Bresnahan report ar 36-37, attached as Tab 1, Exhibit B to
Opposition. Similarly, with respect to the second point, cornplamt counsel will profier,
fnter alia, the testimony of their economist and the studies cited in their economist’s
report. See id. at 3 0.2, 36 n.72. And, as to the third point, complaint counscl plan Lo
offer the testimony of AHF employees, inciuding assavwss ¢, In fact, in his report,
complaint counsel’s economist relics on the testimony of ESI and Schering employees,
and net on the privileged documents, in advancing his argument that

-ii-'o--a------..sﬁi_d_. at 37-38 nn. 73-7%.

* Criven the circumstances under winch the privileged docuents were croated. AHP doubns highly that any
of these docoments can be used 10 support the propositons st forth by eonplaint counscl in their
Footnote vontinued on next page
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Thus, while complaint counsel argue at igngth that these pnivileged documents are
unique and essential to their case, the truth ig that these documents, at best, act as
comoborsting evidence, Complaint counsel, there lore, have nol shown that they have 2
“substantial need” for these documents. See Baker, 209 F.3d at 1054, ¥inson & Elkins.

124 F.3d at 1308,

& There Is Ko Justification To Overcome QOpinien Worl-
Product

Notwithstandmg that complaint counsel have failed to inake the showing
necessaty 0 overcome the protectran of fact work-product, they astomushingly assert that
they have demonstrated the “extraprdinary citcumstances”™ needed o pierce AHP s claim
of opinion work-product on Docyments sssss eranvecnans s, Insuppon of that
argument, they again claim that the documents are “unique contempaoraneous evidence.™
Gpp. at 24,

FTC Rale 3 31(c) 3) mandates that “[i}n ordering discovery of [work-product]
when the required showing has been made, the Administrative Law Judgs skall profect
against disclosire of the mental impressions, conclusions, opinions. or legal theories of
an attorney or other representative of a party.” (ecmphasis added). The mandatory
language within Rule 3.31{e)(3} suggests that in Part 3 procecdings opinian work-product

enjoys an abselute immunity from discovery, Some federul courts ayree with this

approach. bee, e.p., United States v, Leggett & Platt, inc., 542 F.2d 635, 660 (6th Cir.

1976); Duplan Comp. v, Moulinaye et Retordenie de Chavanoz, 509 F.2d 730, 734

Footnote continued from previous page
Opposition. That saicl. and for purposes af this Reply breef only, AHP will accep? a5 true cornplaint
counscl’s gysertions i this repand.



(4th Cit. 19_?4}. Assuming that to be the case, Documents s+sssssssssssses s are

not discoverahle under any circumstances. (Other courts recognize that opinion work-
product 1s discoverable only in very limted, rare and extracrdinary circumstances. See,

e.g., United States v. Pfizer, Inc., 560 F.2d 326, 336 (8th Cir. 1977) (holding that opinion

work-product “enjoys a nearly absolute immunity and can be discovered only in very rare
and extraordinary citcumstances™). Even if that were the rule 1n Part 3 proceedings,
complaint counsel, having failed 1o demonstrate the lesser showing of need necessary to
pierce the work-preduct doctrine for ordinary work-product, have failed to make the
requisite showing to discover AHP s npininﬁ work-product.

C. Complaint Counsel’s Attacks on » = » ¢ « « » Recollection of the Events
Are Unfounded

Complaint counsel question the veracity of » « «» w « recollection of the
circumstances surrounding the creation of the » » « » + ¢ inadvertently produced prvilceed
documents. Opp. at 7. They further complain that » » « » » » “affers no explanation for
this recent recovery of his memory.” Id. They arguc that » « « ¢ « e declaration cannot
support AHP's claim of attomey-client pnivilege or work-product protection. Id. at 12,
19. Complaint counsel have ne credibie basis to challenge =« =+ » » veracity.

* s s+ smpkes clear in his declarations that he recalied the circumstances relating
ta the creation of the privileged documenis afier ssesvasensavansrevsssavons
SEC eRATLIEEISA b a e During those meetings, esssesvevenanna
LA R AR AR R R R R R R R R RN R R Y R R Y Y Y Y N N S N SRS LS ]
teas4unBec enrrraesvenunsansensss Thosocxchanges caused === i

recall the cireumstances leading to the creation of (he: = v » » » edocuments at issue. [d,
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Complaint counsel's suspicions sbout eseeseessessssrreasancnae
AR L REN SRR ERNEERERRRRRREENRREREEEREN IR IR SRR RN RERYRNEN]
sesasdd v kst sanmannuwrne, [he docurnents were created 1 eess s s s n
s v s o moyas asked about these documents at the hearing. The questions posad to
+ « s » ¢ eduring the hearing did not place the documents in any context or chronology that
refreshed his recollection about the circumstances of ther creation. Id. at
A T N Y T T
sessvescsrnessvnsas [t hardly seems odd that s « « ewas enable to rocall the
circumstances surrounding the creation of some of the privileged documents ssesse
ssscanassans, especially when the questioning failed to place the documents in any
context or chronology and addressed a multitude of isspes.

IL AITP’S FRODUCTION OF THE = =«PRIVILEGED DOCUMENTS WAS
INADVERTENT

Complaint counsel argue that AHPs production of the documents at issue was 1ot
inadvertent. Complaint counsel err in two material respects. F _irsT., and pechaps most
important, complaint counsel arc incorrect when they imply that the preduction of a
priviloged document is “inadvertent™ only in a situation whore a party produces large
quantities of documents in a compressed time frame and a docement known at the time to
be privileged is unwittingly produced. Courlts specifically have found that the production
of a dociment may be “inadvertent™ where the producing party did not recognize the
privileged nature of the document at the time the document was produced. See

Advertismg To Women, lnc. v. Giangi Versace, No. 98 C 1553, 1999 WL G071, at *5

(N.D. 1. Aug, 4, 1999); Zapata v. [BP, Inc., 175 F.R.D. §74, 577 (D. Kan. 1997). An

]
-2



error m the assessment of whether a document 15 protecied by the attormney-client
privilege should not resuit in waiver. See Giann Versace, 1999 WL 608711, at *5.

Second, complaint counsel rely upon cases that are ool applicable to the
cicumstances surroundmg AHP s inadvertent production. These cascs allegedly stand
for the proposition that “a deliberate but erroneous decision that material is not privileged
15 not an inadvertent disclosure.” Opp. at 25. However, the parties in those cases either
knew that the documents were privileged when they were produced or were consciousty
aware at the time of preduction of all the facts that made the documents privileged. In
stark contrast, AHP"s counsel was unawarc - both when the decuments wers mitially
produced and during the investigational hearing of 4 » « « «— of the circumstances
surrounding the creation of the privileged documents.

A, Production of a Document that a Party Mistakes as Non-Privileged
May Constitute an “Inadvertent” Productivn

Complaint counsel argue that the “inadverient™ production of a document is
limited to the situation where a known ptivileged document is cmbedded in a sea of other
non-prvileged documents during production. The case law does not bear aut such a
limitation. As one expert on allomey-client privilege and waiver matters has explained:

Inadvertent disclosures are thase resulting {rom the
production of written cammunications or transmission of
verbal commumications to third parties under
circumstances in which the client is reasopably unaware of
the fact that confidential attorney-client communications
are heing revealed.

Paul R. Rice, Attorney-Clicnt Privileze in the United States, Sceuon 9:71 {2d ed. 1999),




Whan AHP inadvertently produced (he = = » « » »privileged documents
ineasesseesess, it was “reasonably unaware” that it was disclosing priviieged
cornmunications. Similarly, during » » « » » sinvestigational hearing, AHF and 115 counsel

were “reasonably unawars” that + » «# s » s = s & s swere priviieged. The documents do

not facially reveal therr ptivileged status. Moreover, sesnssssvssssvararrssras

L Ty
aserssavssseTresnuY

At Jeast pao courts have found that the production of a privileged document is
“inadvertent™ where a party erroneous]y believes the decument is not privileged when

' produced. In Gianni Versace, a case involving trademark infringement cloims, defendant

Versace produced two cover letters that transmitted trademark searches to the plaintiffs.
1995 WL 608711, at *1. At the time that Versace produced the cover ietlers, it did not
think thal the dociments were protected by the attormey-client privilege. Alithough two
foreign attorneys authored the cover letiers, Versace believed that the attorneys were
acting in a non-legal capacity. Id. at *2.

There, the court found that the five-factor balancing test did not fit well because
the facts did not [all within the typical “inadvertent™ production scenario, where a party
unwittingly produces a privileged document mn the context of a large document
production. Id. at *3. Versace admitted that it ipteminnaliy produced the cover letters,
but it did sa beeause 1t believed they were not privileged, and Versace had no intention of
knowingly preducing priviieged documents. Id. Because Versace did not know that the
cover letlers were privilcged, the court found that the cover letters were “inadveriently”

produced. reasoning that “Versace never intended Lo Lum over privilaged
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commumcations.” Id. The court explamncd that “[i]n these circumstances, faimess would
be iﬁll-served by applying waiver simply becansze a court later found that Versace erred m
its [privilege] assessment.” 1d.

Ag in Glanni Versace, AHP produced the docutnents during the investigation and
did not phiect to their use at e « « & o sinvestigational hearing because it did not know, or
appreciate, the privileged status of the documents at 1ssue. Like the Gignm Versace
court, thiz Court should hypass the analysis under the five-factor balancing tes:. and hoid
that AHP’s prodluction of the = = « « » sdocuments did not waive the attorney-client
privilege or the work-product doctrine. As in Gianni Versace, fundamental fairmess
dictates this result.

The court in Zapata v, IBP_ 1Inc., 175 F.R.D. 574 (D, Kan. 1997}, likewise found
that the production of a document may be “madvertent™ even where the factual
circumstances do not follow the tradinonal “inadvertent” production scenario. In Zapata,
an attorney for IBP had her secretary send IBP’s expert a copy of the opposing party’s
expert’s report. 1d. at §75-76. The secretary mmstakenly sent to [BP's expert a copy that
centmned the attarney’s handwritien comments. In response 1o 2 deposition notice, IBP’s
expert produced his file to the eppostng party, which containcd the document bearing the
lawyer’s handwritten remarks. At the deposition, another 1BT attomey defended the IBP
expen’s deposition. Because the other IBP attorney did not know the origin of the
handwritten commetits, she did not object to the document during the deposition. Id. at
376. The count found that the production of the decunient comaining the attorney s
handwritten notations was “inadvertent,” and that the privilege had not been waived, Id.

al 577,



This case undermnines complaint counsel’s assertions that AHP"s production of the
* » » v+ » sJocuments and failure to object at » » » » » «investigational hearing is tanlamounl
w an “intentional™ production of pnvileged matcrials. The attorney’s secretary whe sent
the expert report containing the attomey’s notes deliberately and consciousty senf that
reporl, but did not know that the report contained povileged matenal. Likewise, the
attorney defending the deposttion of the IBP expent knew that the document was
introduced as an exhibit at the deposition, but did not know that the docuinent was
privileged. Simmlarly, here, AHP's counsel did not know the privileged nature of the

documents when it produced them or during = =  » = s investigational hearing.

Bascd on the reasoning in Gianm Versace and Zapata, this Court should conclude
that AHP's production of the » » e » s s privileged documents at issue here was
“inadvertent,” and that AHP has not waived the atiomey-client privilege or the work-
produet docinne.

E. The Cases Relied Upon By Complaint Counsel To Support Their

Claim that AHPs Productioe of the Privileged Documents Was Not
Inadvertent Are Readily Distinguishable

Complamt counsel ¢ile three cases to support their argument that AHP s
preduction of the privileged documents could not have been “inadvertent.” Opp. at 25-
26. Complaint counsel then ask this Court to conclude that because the production could

not be “inadvertent,” an automanc waiver occurs. They are wrong.

Complamt counsel! first cite to In re Brand Mame Presenption Drues Antitrust
Litig.. Nor. 94 C 897, 1995 WL 683777, at *3 (N D 111 Nav. 16, 1995} for the

propostlion that a conscians but ¢rroncous decision to produce a document does not
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amount to an “inadverient” disclosure. In thal case, uplikc this case, the producmg par.iy
knew at the time of the producrion that the document was privileped. [d. at 2. Merck
produced an initial set of documents, incloding documents redacted for privilege, L.
Merck then produced a second set of documents, apparently at plainbffs’ request, thar
contained some inconsistent redactions. Id. The court found that Merck had made a
comscieus deciston 1o redact the privileged documents inconsistently, and noted that
“Merck all but admitfred] that its inconsistent disclosures were not “accidental.”™
Id. at *3. The court went on to note that another, and more important, 1ssue was
motivating the court’s decision — that the inconsistent redzctions showed that the
documents did riot contain privileged matedal, 1d.

Unlike the producing party in Brand Name, AHP s counscl did not know that the
= v = = = sdocurncnts at issue were privileged when the documents were produced to FTC
staff. AHP therefore did not “consciously™ produce privileged documents as occurred in

Brand Name. Morcover, in Brand Name, the inconsistent redactions revealed thar the

documents were not actually privileged. Here there is no such circumstance.

Complaint counsel's reliance upon Transonic Sys., Inc. v. Non-lnvasive Med.
Tech., 192 F.R.D. 71§ (1. Utah 2000} is equally unavailing. There, the producing party,
Transonic, umed over 2 document prepared by its in-house counsel diseussing the patent
at issue 1 the litigatton. 1d. at 711-12, The Transonic count found thar the moduction of

the privileged document {which was one among onty 451 pages that were produced at

! w .

The courl stated “Tm)oreover as the Class has demonstrated. a number of the enmmunicstions revealed as
a result of Meich's invunsistent redacnons do not contait privileped materal. Thos, i all {aroess, Merck
siweuld oot be allowed i press is privilege claim as w these commugications.™ Brand Name, 1995 W,
GRITIT, at ¥3.



that titn¢) was not “madvertent”™ because “when (he subject document was produced, its
coptent was known and it was pm-::’uuce;d with Transonic’s counsel being aware of wWhat it
was and what it related 10" [d. at 715 (emphasis added). The court further explaimed
that the document was cleatly marked as to subject matter and was designaled “atlormeys”
eves only.” Id. Based on the evidence that Transomc knew that the document was
privileged, the court found 11s production was not “inadvertent.™

The facts m Trapsonic arc undamentally different from the circumstlances
surrounding AHP’s inadvertent production. The Transenic court concluded that the
production of the docnment was not “inadverienl™ because the document contained
indicia revealing its privileged status and because Transonic’s counscl was awarc of what
the document was and to what it related. Here, however, none of the documents at issue
e NN L L I T T T T I I YT T
and AHP’s counse] did not know the privileged nature ol the documents. Likewise,
during ===« = sinvestigational hcaring, there was nothing o alent AHP and its counse]
that newassesesnswere povileged.

Maoreover, the Tr_gr@:@g cowrt appeared w apply the “sincl” approach 1o waiver,
or something closely approximating such a figid analysis.® In essence, the court held that
any time a party produces a document during discovery, and that document bears a

confidential designation, then the production of such document cannot be “inadverient.”

* lo Hocchsi/Andrx, this Gourt adopted the five-tactot balancing wst as the proper methodolowy ot
datertuning whether an inadvertent production constituted a waiver. In doing so. this Court re pacied the
“strict” approach, whick oaly a minority of courts follow. Under the “stnct™ approach. any production of a
previleged document, whether inadvenient or not, results in waiver, Sse Order Denying, Compiain
Counsel’s Monion Regarding Hocchst's Warver of Atorney-Cliont Privilese and Motion To Compet
Answers 16 Deposition Questions, No. 9293, 2000 £ 1.C. LEXIS 155 at *4-54Oce. 17, 20007,
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Such anal_ysir» flies int the face of this Court’s c:-pinioq in Hoechst'Andrx, which invelved
;'lnechst’s production of an opinion letter laheled “Confidential and Privileged Attormey
Client Communications.” See Respondent Aventis Pharmaceaticals, Inc.'s Memorandum
in Opposition To Complaint Counsel’s Mouon Regarding Warver of Privilege at 7,
attached hereto as Exhibit 4, This Court found that the production ol the labeled
document in Hoechst/Atidrx was madvertent, applied the five-factor balancing test, and
found that no waiver had accwrred. See Order, 2000 F.T.C. LEXIS 155, a1 *§-9. The

Trunsonic case upon which complaint counsel rely, is at dircet odds with this Court's

opinion in Hoechst/Andry, and therefore, should be given no weight.

Finally, complainl counsel rely upon Baxter Travenol Laboratoncs, Inc. ¥, Abbott

Laborstories, 117 FR.D. 119 (NI, TIl. 1987). Contrary to complaint counsel’s
assertions, the court in Baxter did not hold that waiver resulted because of a deliberate
but erroneous decision that the material was not privileged. Moreover, the facts in Baxter
are appreciably different [rom those here.

In Baxter, the defendant had repeatedly attached the povileged document o
several of its motions and legal memoranda. Sceid. at 121. The court, applying the five-
factor balaneing test, found that such repeated and extensive reliznce on the prvileged
ducument weighed in favor of a finding of watver. Seeid. Heore, (he sewes sprivileped
documents at issue are, at best, corroborative cvidence for complaint counsel (sse
supra § [.B.3 b.), and an analysis of the five factors in AHP's casc demonstrates that the

equitics weigh in favor of a finding of non-waiver, as cxplained more fully below in § 111

29



L. UNDER THE FIVE-FACTOR BALANCING TEST, AHP'S
INADVERTENT PRODUCTION OF THL DOCUMENTS DOES NOT
WAIVE THE ATTORNEY-CLIENT PRIVILEGE R WORK- PRODUCT
PROTECTION

Under the five-factor balancing 1est, which this Cowrt already has adopied as the
proper methodaology for detenmining waiver, AHP's inadvertent produciion docs not

result in waiver. See (Urder in Heecht/Andrx, 2000 F.T.C. 155, at *7-8; Order Denving

AHF's Motion Seeking Leave 1o Require That All Briefing Regarding lts Motion For
Protective Order Be Filed Under Seal (Sept. 25, 2001}, attached as Exhibit 2 1o AHP's
Bot. for Protective Order.

A AHP Undertook Reasonable Precautions To Protect the Docoments
from Disclosore

AHT satisfies the first factor of the balancing test — it took reasonable precautions
to prevent disclosure of the privileged documemnts. See AHP's Mo, for Protective Order
at 8-9, 18-19. In arguing that AHP did not take reasonable precautions, complaint
counsel point out thal the =« » « e sprivileged JOCUIMENIS s¢eemananassrnoses
ssssuascannn, Opp at 30 Bui, complamt counsel cite no case where a court found
a docunenl review process ¢ be unreasonable because a privileged document was nol
marked pnivileged. Indeed, complamt counsel admit, becavse they must, that courts have

found precautions to be reasonible where the documents were not labeled as privileged.

Opp. at 30 (citing Lois Sportswear, 11.5.A., Inc. v. Levi §transs & Co., 104 ER.I>. 103,
105 (S.D.N.Y. 1983)). |

Complaint counscl also speculate that no instructions were given 1o the attomeys
reviewing the malerials to enable them 1o identify privileged documents. Opp. at 31

Tlus 13 not truc. In his supplemental declaration, = == =« «_ (i ailomey supervising the
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docament _review, explains in detail the instructions Iljat were given 1o, and the
knowledge posscssed by, the reviewing atlomeys on how to identify privileged
documetits, Scessssnsnasngrannssasnsasvavennsssens attached hereto as
Exhibit 5. These instructions were comprehensive and cminently reascmabie.

Complaint coungel also claim that AHP should have investigated the origins of
the documents afier = » o w o sinvestigational hearing, and that its failure 0 do su was
unreasonable. Opp. at 31, AHP's decision not 1o investigate the oniging of sesase
= s« s o s affer » v o o » ainvestigational hearing was entirely reasonabie under the
CITCUMISIANCCS. S ¥ e s s E P NS A SR P A A A B AT AR SRR S AP AN P A BB A AR ERS
e N InnmnmnnIIInInmImmmI I

AR R A EE T NN ENFEE R ERE S FE N R A T E N I N RN R F RN RS E NN E N E R E NN E N RN EY ]

wravsaanedsnesnsndfier the Commission brought suit against AHP and complaint
counsel served a Notice of Deposition regarding e=ssseassssssenanes AHP
promptly undertook a thorough investigation of these documents. See
=esarvuanvarwwnsvs aftached as Exhibit 7 (o AFIP's Mot. for Protective Ordet.
Any argument that AHP shonld have conducted an extensive investization into the
documents at issng after « = » « vinvestigational hearing resss selely on hindsight.

B. AHP Inadvertently Disclosed Only =+ » » + Frivilcoed Documents Out
cf the Tens of Thousands that Were Produced to the Commission

During the Investigation

This motion conecerns aniy ==« + »inadveriently produced privileged documents
out of the approximately 27,000 pages that AHP produced to the Commission during the

imvestization. Complaint counsel do not dispute that 4his was a large document
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production. Instead, complaint counsel argue that “the vohume of documents involved in
the production process 1s important -::-1r11'1.-r if it can be shown to have influenced the
mistaken disclesures that were made.™ Opp. at 32. Complaint counsel cite no case to
support this proposition. However, even assurming that this argument accurately reflects
the law, the volume of documents involved in AHP's production likely influenced the
madvericnt disclosures.

The scape of the Commigsion’s investigatory sithpaena was extremely broad. and
AHP was under fime pressure to produce the documents. The Commuission 1ssued its
subpoena on November 5, 1999, and the subpoena called for all responsive documents {o
be produced within thirnty days. AHP responded with its first production only & month
later in December 1999, See Exhibit Ao eaeasnmanassnen [etter from Randat
Shaheen to Daniel Kotchen. December 20, 1999.° The production process took place
during the busy holiday season, and AHD reviewed approximately 100,000 pages of
documents and produced roughly 27,000 pages to FTC staff within a short time frame.
Thers is no way of knowing for certam whether AHP would have discovered the
privileged natre of the = « ¢ « sdocuments at issue had the subpoena not been as
expansive or had AHP not been required to produce such 2 laree volume of documents

under such constraints, but the fzct that AHP made a very laree production in a ghort time

perted cannet be blinked away.

* In 15 Oppesitice, comptaint counsel erroaecusly assent that AHP was not under any tine consecaImos
during the prodiecoion beeause AHP did not bepin producing doeceroens volil February 2008, Ser

Oppean 3. Ag evideaved by Exhibit A to® e s e o s e nw e v & romplaini counsel are Barly amonge m
their assertie.



. Upon Discovering the inadvertent Production, AHP Immediacely
] Demaoded Return of the Dncum{:nts_, and Thereafter Moved for a
- Proteciive Order

Once a panty discovers that it inadvertently produced a document, the party must
move promptly to rectify the error. How quickly a party must act o avoid waver
depends on the particyiar circumstances. $See R.J. Revnolds Tobacco Co. ¥. Premivm
Tobaceo Stores. Inc,, No. 99 C 1174, 2001 WL 1286727, at *7 (N.D. 111 Oct. 24, 2001).

Complaint eounsel do not refute that AHP at all times acted reasonably and
promptly in demanding the return of the priviieged documents ence they discovered the
inadverient production tn Iily and August of this year. Instead they argue that AHP
should reasonably have discovered that the documents at issue comain privileped
commumications before July and Angust of 2001, They first claim that AP and its
counsel should have discovered the inadvertent production before it produced the
documents in the first place. Opp. at 33. This acgument is nothing but a further attack on
the procedures AHP’s counsel had in place 1o safeguard against inadvertent disclosures.
As explained above, the procedurcs in place were reasonable.

Nex!, complaint counsel argue that the inadvertent production should have been
discovered either during the preparation sessions before « » o « sinyestigational hearing or
during the hearing itself. Opp. at 33-34. They claim that AHP’s counsel had “somc

reasons . . . to think such an inguiry was wamranted.” Jd. sesasasssssnsscees

.'-'-.'.‘-.'.iI-III-I--“‘-l-.lrlr-.---‘.‘.-.l...'.."‘-.'......‘
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sessussurannes e oBaoll of these arguments ignore the [acts and are merely a
product of hindsight.
As sewesseasagyplams m his supplemental declaration, counsel for AHP, n

rtspﬂnﬁtt{lIllﬂFTC’Eiﬂ\fESﬁgﬂﬁU“als'“hpm FEA P IR RN AR RN R S A RE A Ay

T
BN AN PN R AN RSNSOI PSSR ES AR R
T T L L
LR A R LA LERELLERERR N LEIERR YRS RN N EE NN NN Y BN R R
sessesrssssssuar Deposvsssssusvnsvarnan, Approximately seven months
after the inadverient production of the documents, FTC staff contacted s =s v e e s v agnd
requested the deposition of, among others, the person within AHP most knowledgeable
about certain s+ sa=nsave documents that AHP had produced. Id. at =+« +s. Counsel
for AHP consulted with AHP's in-house counsei and informed complaint counsel that
===« aner would be testifying about the ===« » « ¢ documents. Id.

Counsel for AHF met with = w e s ¢ # ta prepare him for his imvestigational

hﬂa_‘['i_ng_ FARRARASRES F SRR AR RN AN R T A RSN AR AN A NN N T B R AR

R R L R R e R R Y Y Y Y Y N S R R R YT
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e EsEBsIsITsstiannustaanaiannnaInannananNanananasEnny
R T T T P NN N e T I YY,
T nnnIInnmnTmmmmmmmTTOTrTTyTTyrTyT YT
ssesvenald at weres, There jikewise, was nothing about the questioning during the
hcaring that suggested thal the documents wers pr_iyilag::d. Id. If AHP's counse| had
known at the time of » » » e sinvestigational hearing that these s ¢ 4 m e s« s 2= documents
had been prepared at the request of AHP’s counsel during the underiying patent casc with
Key or thal many of these docuinents contained the mental impressions of counsel,
counsel for ATEP would have obiected to the use of, and any testimony relating 1o, these
documents. Id. That information was not known at the time, and therefore, those
objections were not made. Id. For the same reasons, eounsel did not beljeve that «
further inquiry regarding the origins of the documents was reasonably warranted during
«»=eshesring [Id.

Complaint counsel also question why, following «« == eheuring, AHP and its
counsel did not conduct a further investigation regarding the priviteged nature of the
% =see=e= documents that were the subject ol yueslioning during the hearing.
Opp. a1 34. What complaint counszel fail 10 scknowledge isthat e weecevesoves
s==scssessWith that in mind, following » « + e sinvestigational nearing, AHP and its
counsel had no reason to believe that a ferther investigation as to thess documents was
warranted or would yield more information regarding the creation of these documents.
I at wesse. Had AHP or its counsel become aware of any facts prior 1w July 2001 that
would have cansed it Lo suspect that privileged documents had been inadvertently

produced to the FTC, a further investigation would have been conducted. Id. However,

Ted
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ne such facts came to light during that timeframc. E-_ Simply put, AHP’s actions durny
every step of the investigauon and the -::un:ent ardjudication with respect Lo the
# = = = aprivileged documents have been reasonable.

0. Despite Complaint Counsel’s Assertion that Their Economic Expert

Relies Heavily on » » » »of the « = = =Privilezed Documents. the Exient
of Disclosure Has Beenr Minimal

The disclosure of the privileged documents remains minimal. Complaint coungel
argee that some of the documents werc used in == = = «investigational hearing. Opp. at
35, Bul, gs explamed in AHP s Motion for Protective Order, because « # » # ecould not
remember the circumstances sumounding the creation of sesrassevvaares hopave
no meamngful testimony on these documents. See AHP's Mot. for Protective Order at
22-23. === =aicstimony regarding the privileged documents was purely speculative.
Furthermore, only + « & sof the = = = sdocaments at 15sue were used 4z exhibits at
» =« » vinvestigational hearing; the disclosure as 10 the other « » « s eprivileged documents
ig even rmore rminimal,

Complaint counse] also claim that its econornist has reviewed and relied upon
some of the privileged decuments in preparing his report. Complaint counsci statc that
they sent Professor Bresnahan o w e anf the » « » adispured documnents, including
¢# v eenmenegs well as the document bales numbered s+ eesssses. Opp al 35 036,
Complaint counsel admut that they sent Professor Bresnahan the decument bates
was invesngatng whether this particular document was privileged. Clearly, any reliance

by Profissor Bresnahan on this document in his report is without justification. Sending a

30



document to an expert afler the opposing parly puts one onr notice of a possikle claim of
;;ﬁviiege i; conduct more deserving af reproach than of reward.

As to the other =+ » = sdocuments complain! counsel sent Prolessor Bresnahan
swseeesnes complaint counsel siate that it is “apparent” from Frofessor Bresnahan's
report thal he relied upon “many”™ of the dispuied documents. Opp. at 35-36. Yet,
complamt counsel do not state which documents Professor Bresnahan actually refied
upon in his report, or how he relied on those documents, or to what extent he based his
analys:s on the documents. Nowhere m his report does Protessor Brasnahan actually
state that he 1s “relyine™ upon these privileged documents. In the body of his report,
Profeszor Bresnahan dogs not even specifically discuss =sssensee e oranyofthe
ather inadvertently produced documents.

At the end of his report, Professor Bresnahan cites to a few of these privileged
documents m an endnote (“endnote ¢} and references some of the documents at issie in
appcndices. However, Professor Bresnahan's enly cite to “endnote ¢ is on page 24 of
his report, under Section (b) “Schering has monopaly power in its K-Dur 20 mEqg
product.”™ Clearly, as evidenced in his report, Professor Bresnahan does not nesd
swenessneeiparpue that Schering had monopoly power in the K-Dur 20 mEq martket.
Nor does he need these documents to show the effect of generic entry on a branded
product’s market share. Az previously discussed, Professor Bresnahar clies to various
other sources to support these propositions. Moreover, Prefesser Bresnahan does nor rely
or any of the privileged documents o render his uilimate conclusions, Rather, he ciles o
festimony given by several different witnesses during the investigation and to various

studies. Complamt counsel’s professed need for these documents is specious given (hat



their primary expert does not rely upon these documents to suppart his canclusiens and
merely uses » ¢ » s0f the documents as corroborative evidence.

E. Issues of Fairoess Soronely Supporl a Findine of Nun-¥Waiver

Perhaps the sirongest factor supporting a finding of non-waiver is funtdamenial
fmmess. Despite complaint counsel’s claims to the contrary, they will not be prejudiced
if this Couart grants AHP s motion for 2 protective order. As previovsly discussed.,
complaint counscl’s professcd need for and reliance upan these docoments do no
withstand serutiny. The reasons need not be repeated here.

On the other hand, a finding of waiver would greatly prejudice AHP. AHP has
demaensirated that it has acted reasonably and with due dihigence at every point in the

process. AHP had reasonable screeming procedures in place during its document

pmducti(m. LR R Y N R T RN Y N R T A R
cvBesRssERIsssAsuaserannrrnesersennnsvae ARy full-scaie invesligation
into the documents before complaint counsel™s Notice of Deposition relating to the
documents was not reasonably warmanted. Once AHP recognized the priviicg.cd rature of
the documents, 1t immediately demanded their return from all parties.

WIERLFORE, for the reasons set forih herein and in AHP's Motion for
Protective Order, AHP respectlully requests that this Court grant the relief sought by

AHP 10 its Motion.
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Drated MNovember 20, 2001
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ARNOLD & PORTEER

555 Twelfth Strect, N W.
Washington, D.C. 20004
(202} 942-5000

Attorneys for American Home
Products Comporation



UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Mater of

Schenne-Plough Corporation,
it corporation,

Docket o, 9297

Upsher-Smtith Laboraiories, Inc

B e N IV N

4 COrporation,
PUBLIC RECORD
and
Amencan Home Prodocts Corporation,
a corporation
CERTIFICATE GF SERVICE

i, Emily M. Pasqumelli, hereby certify that on November 20, 2001, I caused & true
and correct copy of the Public Version of Reply of American Home Products Corporation
To Complaint Counsel 's Opposition To American Home Product 's Motion for Protective
Chrder to be served upon the following as follows:

Two paper copies by hand delivery fo?
Hon. 1. Michael Chappell
Admimisirative Law Judge

Federal Trade Commission

Room 104

600 Penngylvama Ave., NW.
Washington, I).C. 20580 (2 copies)

The paper original and one paper copv by hand delivery and one electronic copy ta:
Oftice of the Secretary

Federal Trade Commission

Koom H-159

600 Pennsylvania Ave, N.W,

Washington, D.C. 20580 (ongmal and | copy}
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One paper copy by delivery to:
Karen (. Bokat

Federal Trade Commmssion

01 Pennsylvania Ave. N W,
Room 3115

Washington, D.C. 20380

Fax {202) 324-3354

Christopher Curran

White & Case, LLP

601 Thirteenth Street, N.W.
Washington, D.C. 20005
Fax (202} 039-9355

Laura 5. Shores

Howrey Stmon Amold & Whate, LLP
1299 Pennsylvania Ave., N.W.
Washington, D.C. 20004

Fax (202) 383-6611)

-

z)ﬁv"/@w_ﬂx

Emily M. Pasquinelli i{
Armaold & Porter
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UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matler of

Schering-Plough Corporation,
a corporation,

Diocket Mo 9297

Upsher-Smith Laboratories, Inc.,
a corpotatiot,

and
FUBLIC RECORD

American Home Produets Corporation,
a corporalion

R B R B .

SUPPLEMENTAL DECLARATION OF ===« =+IN SUPPORT OF
RESPONDENT AMERICAN HOME FPRODUCTS CORPORATIONS MOTION
FOR A PROTECTIVE ORDER

I, #+eeaa doclare as follows:

1. [AMessaascsnacssanasanaai sk sass tEBssatssnIrsssnssnee
A LA A IR RSN AN A A NS EEER A S AT AT TSt E RS P
sesamsncennersnnen, [havepersonal knowledge of the facts set forth herein.

2. 1 submit this declaration in reply to certain points made by complaml counsel in
their Opposition to AHP s Motion for a Prolective Order, served on October 19, 2001,
a. In their Opposition, compiaimt vounsel guestion how it 5 that I am now able w
recall the eircumstances surrounding the ereation of the documents referenced in my
original declaration when [ admittedly could not remember the privileged nature of
sovnene Ofthese doCUTNENTS # & &% 8 & S S & B 8 6 S d S0 4 b S A B0 b 4 b0 B A Nd b A budBug
semssssamsanaaagrasramassees guring my itvestigational heaning on

vsrnsnn Comptaint counsel insinoate that there is somctiung suspicious about my



recent recollcction that the = = « = » « »documents referenced in my imibal declaration were
Pmpﬂfgdﬂf[hemquegt of ESI's colnise), wansammavnoesnavacaassnsusus
during the patent litigation between Key Pharmaceuticals, Inc. (“Key”} and ESI Lederle.
Ine. {“ESI”). They also question how | am now able to recall that ESI's counsel
requested the information and analysis contained in these documents to assist them in
providing legal advice and services to AHP and ES] relating tossssasassvassns,

4. Their suspicion is Imwarranied, seesssessssssessessonssnansonnans
LA R RN LN RNRRNLNNELERSLRSRELEESERSRERERSERELARNYERNENERERENERERENRENS].]
BRI NN PR AN AR NN NP U IR I IS IR PRI PRSI PRI N LSRRI U IE I
L IIInImm I mMmMmIInmTtrTTmTmrTT Y YY" YY" YY" """
e e e e nmnm M mMmMmMm I MTmTmTmTMT I I T T
I NI mMmMmmmmIInTIII
NI nmTmnImnmTmmmmmIImnmMm I,
LA E R AR N ENELEREFRENERIEENEENFEENENEEN RN NN YR FER T RN RN NE W N NN EY

A ERRELEEEERFEREE IR E N IR R E R RN RN R E R R FE TR F R PR R NN NN NEY S

sRessasassensnnens
5 Lring the heanng, FTC staft guestionad me about = =« =of the = » #privileged
documents. The questions asked dunng the hearing did not place those documents in any
contexl or chronalogy of events that refreshed my recoliection about the circumstances of
thilr CICAllOn., ==+ sav e st vvavsvanansansanssss st bt stavdvmuvanunnan
I I eI

0. In Juiy of 2001, counsel informed me that complaint counsel had filed a Notice of

Depozition specifically relating to documents markcd as s=ssssssesrensaana
LA A SRRl A Rl L LR SRR R R R E AR RN AR R R R IR R N R R S E R N R B E R RS ESEEREY

-‘--"-.'."‘l'...I.-‘--‘...‘-l-'.l'.I"."""-“"l"..ll‘-'-'-ni



T YXIEA RN EET RN RN RN YRR RN R R RN RN RN ERNE RN EE NS LSRN JLELRNERSEJNSEJLSE)
T I I E SRR AR E R TR NENR YRR NS RERRR RARAERER RS R R R AR SN NN YY)
I T EXTEIRER T AREERZR R R AR R RS RN AR AR RS ERENERLENRNERLRJILNESESNHNR.)

T I I m
A MAA AL AAAEE P YRR IRN AU bR asasnnmnsaana, Agaresull of
these detalled discussions with counsel, I was able to remember that esesesvesssaaa
szsassasessves EST's counssl m the patent seit with Key, had asked me 1o prepare
the information and analysis contarned in the = = +documents referenced heroin. 1 also

remembered that counsel requested this mformation to assist themin svsvesvssanes

LE R E R N L ENENRERREMNSH.ERES.LHSENIESH;EHNRESSES;EHRJEJNHERJ.ESHNS:SSH])

7. In their Opposition, complaint counsel assert that | cannot specifically remember
counsel requesting the information and analysis contained in the documents at issue.
They claim thai | am relying on certain assumptions about sesssesssvessscsnns
srermersanmesraruassseena s rutpamive at the conclusion that counsel
requested me (o preparce these decuments. Thas is incarrect. | independently recall that
ssesvawsensass geked me o gather inlrmaton and analysis, and my staff and 1
prepared the documents referenced hercin —»eesuseassanananacssaasnsess
stdnsmasaanmasreresrssenees s inorderto respond 1o their requests 1o assist
themin «++eseseennassanensesnonsoasenssssovenswnwes, That ESI was
LA RN AL LREASSSEARELERE SRS L EREIER R EERENLERE RN SRR SRR ERYNER!
sveervenveswvn onjy validates that the contested documents were gencrated at the
request of counsel and not in the ordinary course of business.

5. In their Oppaosition, complaint counscl assert that the » « o » sdociments at issuc

appear to be "buginess documents™ created in the ordinary course of ESI's business and

[P



with no connection to the patent litigation, These assumptions arc wrong., My stafland [
gemerated each of the ptivileged documents at s s s ena v eve e r e s ome s o napeguests.
They made those requests 1 order to provide legal advice to the company about how to
COMply With sesssesesnsscsansssscncssnsnscnssasoscsssssroncnnee
P

5. For example, on November 19, 1996, ESI and Kev attended a mediation
conference presided over by Magisirate Reuter. I was preseni at that conference. At the

conciusion of the mediation conference, »esssssvssresvransssvsrsssssssvsna
LA R B R E N ENEBEESEEEEEREELEEERRENENENEERERERSEERERER S AR RRENRNSESENIEREEENNERDSERNI]
[ E R R E R R N F Y R R e s R s s E sy  r T FE r I T I I I "

AEsERaBsssARIIIIRE RN EFYFURBTRRFRNERTR RN AR RN n Ny ey, [IOCUMENLS
bates numbered asssssrsne e sa s were created in responsc 10 that request, and 1
commmunicated the substance of these documents to counsel.

10. D -
mEamseesessesa s, i) TESPONSE (O an earlier Tequest fTom swe e e we n e v =ipr
infornation he needed to provide legal advice regarding sessasavsvawe s That
request was made durmg the patent litigation. This document pertained solelby 1o thie
patent litigation and possible settlement thereof, and was not generated for any ordinary
business purpose.

11. During an August 20, 1997 setilement conference, the magistrate judye instructed

ﬂTEPaﬂiESIOTE‘SHmE Sﬂﬂlﬁl'mi‘,nt ncgﬂlialiﬂns, LR IR RN AR R E R Y R NS PR RN Y Y )
AR R R L R R Y Y N Y R X R R e sy I I T I

L L R AN LR AR L R R N Y N N Y R R R AR R

s, Documents bates numbered ressassnsssstssssssmannananssstssasen



tesessrsananvanarssseassssenreareanalvses and corresponding back-up that
my staff and I prepared in order to ZENETANE VAIOUS vwovnasassassnsssns
sessssssensass e ounsel requested the information in these seasasusesp
ordar to provide legal advice conceming compliznce with the magisirate’s directive, and
I B s e e e s rE e E P s aeae et uat IO eIt stnsrInttetssssrssranntrss
12, Iunderstand that in their Opposition, complatnt counset assert that the document
bates numbered =+« » o v+ ¢« « s 0w sappears to be purely an analysis of a possibie
husiness arrangemnent.  This document was generated by my staff and I at the specific
TEqUESLOf %0 ssssssusvasuusvaorasvasuatvanusnvnnanncey
tefRasIRERERE R RRsannanna s, This document evaluates asw ek vama
*rssnsasannssssssssesasssssessThis document was created to allow counscl
1o provide legal advice reparding se ssea s e seasean, and was maintained
contfidentally between ES and its counsel. This document was not created for any
general hesiness purpose, but to provide counsel with the information and analysis they
needed in order to 2ive sound lcgal advice duning the patent litigation.

13, la their Opposition, complaint counsel alse conclude incomectiy that { did not
corntnumicate the information and analysis contained in the = =« = = = sdocuments
nessessvansnanns With respect to the o e+ e adocuments referenced in the prioc
paragraph, after my stafl and I prepared these documents, | verbally communicated the

conclusions contained therein te ESI's counsel during various meetings and discussions.
LA AR AL R AR R LR RN ESEREEER R REREEER Y SRR SRR R RN R RN RS RN R NRTY
LA AR A L E R AN RERLERRESESERSRER R ERER SRR R F R R RN F RN RN SN EREEEE!
LA AR AL RS AN SR LERRYESERR AR ENRR IR R RN R R F R RN R ER RN SRR REESRLR!

LR A A AR R R A AR R ER LR EEREEAREERRR IS RN ETRER N E R R R Y E RN R N R REELE]



YRR EET RS EE S RY RS Y FRNRR AE RN AR RE NN L ENE B K AR B R RN LR

T E S T2 EREE R IR RS AT R E R R AR R R RS R R R RN AR N A NN SR NESRNRSHESNSH;)

Y EEICEEEEETERSERRRYRIYRR NN AE R RN R RS R LR N LN BB L BN LN
Dhsclosure of the o« ¢ o« v 5 » documents teferenced herein would reveal the substance of
the various confidential discussions I had with ESI's counsgl regarding these documants.
14.  Intheir Opposition, complaint coutisel also assume that the documents at issie
were not mamtained confidential because, they ¢laim, these documetits were disteibuted
io persons at AHP andéor ESY who did not “need to know™ this mformation to respond to
counse]’s requests. Complaint counse! are wrong in their assumption. As I stated in my
previous declaration, I asked my staff to azsist me in prepanng the nformation and
analysis thal ESI's counsel had requesied. The only persons with whom [ discussed
counsel’s request for information and analysis, and to whom the documents at 15sue were
disirbuled, were those persons dircetly wnvolved in the preparation of the reguested
information and analysis.

13. En their Opposition, complaimg counsel also question why (he contesied documents
[ E R SR T AN RN N RN NN IR RRERNERNREENER RN RERIER R RN ERERERENRERREER R NN EREN RN)
L E N AR NN RN SRR NI RN ERRNRERNERERERRERIER SRR RN RERNERERER RN ERERNERN]

P RN ETYRTEETE RN N RTASENN P NSNA AR EE RN ERYRA AU PO IR
ssesssasesensess, However, that dogs not mean that the documents were not
maintained confidential. They were.

14. In their Opposition, complaint counsel also question whether the » » s documents
IUmhere]] svnasassam s s s s n s s s s st s bbbt s b danonsnaaasanaasss

» = v uaawrarcilect counsel’s thoughts. They claim that | failed 10 clanfy in my initial

declﬂmtiﬂn“'heﬂ‘lﬂrthﬂ FE R FEFE SN PSR AN AR AN FA R NS R R R F RN R

i



ill-li'll.'ll'ilbiiﬁ_]hemisnuqueﬂmnh]mynﬂndﬂmll.liii'iil
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I declare under penalty of perury that the forcgoing s true and correct.

Executed on Novernher 2001,

Eespactfully submitied,

I FESJERERER NN






UNITED STATES OF AMERICA
BEFORE FEDERAL TRADBE COMMISSION

[n the Matier of

Schering-Plough Corporation.
a corporatioq,

Dockel No. 9297

{Upsher-Srmith Laboratories, {nc.,
4 coTporation,

and

FUBLIC RECORD

Amertican Home Products Corporation,
a corparation

N

SUPPLEMENTAL DECLARATIONOF ssarsssveans]N SUPPORT OF
RESPONDENT AMERICAN HOME PRODUCTS CORPORATION'S MOTION
FOR A PROTECTIVE ORDER

], sennensssnns declare as follows:

1. oI avwtnarnamnes tssssionsdbtabnabannensrpsvsssnnnas
I I I InmmIImmmTT MmN Y Y "™
#=wasesnanese] have personal knowledge of the facts sct forth herein.

2 T submit this declarstion in reply to certain points made by compiaint counsel in
their Opposition to AHP’s Molion for a Protective Qrder, served on October 19, 2001.

3. In their Onposition, complaint eounsed ¢laim that [ do not specifically recall
whether » « = « s a2 s s s v srequested any of the information contained in the e s »
documents discussed in my declaration dated September 21, 2000, Complaint counsel
misconstrue my prior declaration submntted in this matier,

4. I specifically remember that seswsssneuesannavesonssnanavess

* & +=eans=aseduring the patent liigation between GS! Lederie, Inc. (“ESI™) and Key

Pharmaceuticals, inc. (“Key™). 1 have uo doubt that the undarlying information wsed to



prepare iR -R LA RS ERA RS ER AR JARE R ER AN EE RS LERS.

qll‘ll‘l‘."lll'.'."".....‘-"-.l‘-.-.l'-ll-...-.lll'..lll".'-.
sevmemsntwressssanseasnnvevansronneeagshed eeansnsvatopreparathe
» 4 ¢ awaeeiy order to assist « = =« ¢in providing ESI with legal advice cotcermng
sxvwneaswnwre [ explan further on this issue below.

5. Az | stated 1n my previows declaradon, I cannot specifically recall whether
tsanpenvanss Toquested ¢« oo =mese=wetoprovide the nformation and analysis
contained in documents bates numbered vessssenaversnssanssssrssssrnaan
o v uamuawe el dospecifically reczll, however, that imformation of this type was
penerated and discussed betweeh sseswasaswar, Indeed, | have no doubt that each
and every document page in dispule on this moton was prepared and/or gathered by
ssssasssvnnvwedtthe requestof #suswevsswneipconnaction with s se e
Erstuavereen,

6. In therr Cpposttion, compilaint counsel imply that »essa s a5 45 sTequested

s e e »aensensuingeperate the documents identificd above in order to provide
businesg, rather than legal, advice. That implication is incorrect. Duning the patent
infringement lawsuit between ESI and Key, neither e+ 82 o s 2w e s apegucsted any
documentation fron AHP or ESI in order to render business advice fu ESL

raswasws e, pepresented ES only in e === = Icpal capacities and advised ESI
solely on legal-related issues. Any information and analysis thal eees s s 0 s a s waghed
sssnsssssssatyprepars was to md » e e+ ip providing lezal advice and services 1o
ESL

7. During the patent litigation between ESI and Key, s+ s wesas o v e v sade

BPECIliC re(UasIS to ¢ es s s s s ssssanbdoannnresbvavtinrnasnans
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3. The partics aticnded another scttlement conference with the magistrate on August
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Dacuments hates numbered sesssvaassvassartonosrsss st sasdrabnang

are some or all of the analyses and back-up work prepared by sssveeavanuavsr ey
CONNCCLion with esssereguest. These sesassusvssmansssvesssbbudanmens
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sesessnasetianssannnnsaanasasassesnseneanas, Although | do not
recali that e+ e = wwe seiit « »wwn 4il of his back-pp work, he did send or otherwise
communicated to « s« &« the conciusions that he reached in thess documents relating to

the »=sasesw that e #veeeoehad requested. Followine various communications with
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9. In their Opposition, complame counsel also incammectly assume that savessws s
did not communjcate 10 ==« » « = = afhg information and analysis that » « = = = asked him

and his staff to prepare during the patent livigation with Key. Aficr ewananen
LR N R RN NN RN RN ERELENEENNEEREN.ENRRERSES:MSS}EJLESSMNZS.ES;.H;NRMRHES.EH;INERZJSENIJEMNHJEHJ.H;S;N}']

hdditigna“}r’asIsmtgdabovei Abmdra bt dvd b u SNl F SR ERASRE AR RIRaw

"II'l-l'.‘.‘-‘.-"I".I.'i."l'.l"llil.'liil'IlilllI-ll...l‘.'_

Although I cannot recail requesting = » # » o sto prepare the specific docements bates
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specifically recall = = « « = e generated information of this type and it was discussed

asmsssasransensrrrertrer
10, Disclosire of the » o » e e+ documents referenced herein would reveal the
substance of the vartous confidential discussions sesshad with svascsassnss
regarding these documents.

11.  In their Opposition, complaint counsel question whether wesvasensses in
fact, provided assumptions that were invorporated into documents bates numbcered
T N I I I I Y Y
tesanseanarevonseseanentannenaanavans Theyalso question why = e«
would be providing = = « + » #in “what seem to be purcly, business forecasts.” As [ have
explaimed herein, thege were not business forecasts. Lot there be no doubt abaut it,
sssvaresssresrcanannansnnnnrsr [assist « e == inproviding legal advice
and services to ESI in rhe underlying patent litigation with Key, Many of those svasss
ttransansassnnensvrvnsueamanannanesrndare conlained within the

docunieniEbhatesnuimbered se s nam s s s na v a s ka3 s 4 S B B d b o AR A B L SR B 4 80 88



svesaanvasee Stated another way, these » =« s s sdocuments reveal » » » » s lhought

precess and thatof sssees.

1 declare under penalty of perjury that the foregomg 1s true and cosrect.

Execnted Novemnber |, 2001,

Respectfully submitted,
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UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matter of

Schering-Plough Corporation,
a coTporation,

Docket No. 9297

Upsher-Smith Lahoratories, Tne.,
4 corporaiion,

and
PUBLIC RECORD

Amencan Home Products Corporatien,

4 corporatiom

i i i i o Sy Sy S

SUPPLEMENTAL DECLARATION QF s essssvnees«[N SUPFORT OF
RESPONDENT AMERICAN HOME PRODUCTS CORPORATION’S MOTION
FOR A PROTECTIVE ORDER

l,ssesaveesnesa declare as nllows:

1. [amthe sssuessansssanncansenssitrannassssibsannananasnssn
bR R R L L I T T T T T
4omasncvessesvarssre [ have personal knowledge of the facts set forth herein.

2. I submnt this declaration in reply to cerlzin points made by complaint counsel in
their Opposition to AHP’s Motion for a Protective Order, served on October 19, 2001,

3. 1n their Opposition, complaint counsel guestion why [ distributed document bates

numbered -llill.--tlnll[llri----l-ilnl-c-i"l.nﬁttli-llptiiilii-litl
FE S E A RESN S AN TR E NN NV N AR St S d vk A s AC lSIﬂlEdiI‘llﬂ}"
onginal declaration, « e == =« ==+ «srequesied that I prepare the infommation and

analysis contained in this document in response to a request he received from AHP’s



lawyers in the ongoing patent jingation between ESI and Key Phanmaceuticals, Ine.
(“Key™). Isent this docUmentto ssseesssesonssansssossasasanessssnens
sssmaarasase fpprovide her with the information that she would need to conduct the
analysis requested by asssoaseasas Ag]sted in the second paragraph of the
memorandum that apprars at « s« « e « s e « 0w »_[ scnit a copy of this document to
|-------------r-a--.-.rl-------------I'. I wanted ta ensure that the
information that T was providing i e+ e« e e s ee e e was as aocurale as pessible
because | had instructad =« » ¢ ¢ 4 ¢ 0 s 0 s {p incorporate ths information inte her
analysis. I did not send this decument 1o = # =« » + ¢ + 2 » s » for any business purposc.

4. In their Opposition, complaint counsel assert that I have no first-hand knowledye
that counsel requested the information and analysis contained in documents batcs
NUMBEICH ¢ Ao e s s aoaasstasnesesneseinensssusssnenssesnnesssnens
teanesssvwsevasnes ofthat such information was used in connechon with the
provision of legal advice. While I was not present when counsel requested the
information fTom #e+eesssveee [dorecall that «» =+ v e»e e enformed me that
he needed the information to respond to a request fromn AHP s eounsel 10 assist them in
the underlving patent Litigation betwoen Koy and ESL At the time my staff and I created
these documents, we understood that they were going to he communicated confidentially
to counsel. ] transmitted these documents to + e #» o v ¢ 2 2 v o+ and did not discuss or
circulate them 1o anyone other than those persons that assisted me with their preparation.
1 did not vse these documents for any business purpose.

1 declare under penalty of pegury that the foregomg 1s true and correct.

Executed on November | 2001



("]

Respectiully submitted,







UNITED STATES OF AMERICA
- FEDERAL TRADE CONBIISSTON

In the Matier of

HOECHST MARION ROUSSEL, INC., Diacket No. 9293
a corporation, —

CARDERM CAPITAL LP,,
a hmuted partmerstup,

and

ANDRX CORPORATION,
4 corporation.

RESPONDENT AVENTIS PHARMACEUTICALS, INC.'S
MEMORANDUM IN OPFOSITION TO COMPLAINT COUNSEL'S
MOTION REGARDING WAIVER OF PRIVILEGE

Fursuant to Bules 3.22(c}and 3_31{d) of the Federal Trade Commission™s [(“FTC) Rules of
Practice for Adjudicative Proceedings, 16 C.F.R. §§ 3.22(c) & 3.31(d), Respondent Aveniis
Pharmaceuticals, inc., formerly kmown as Hoechst Marton Roussel, Ing. (“HMR"), submits this
memorandumn in opposition to Complaint Counsel's motion regarding waiver of povilege and 1o
compel answers 10 deposilion guestions.

For te reasons set forth below, HMR respectfully requests that this Court deny Complaint
Counsel’s motion and enter a protectivs order: (1 }oompelling Complaint Counsel 1o return or destroy
the original and all copies of the privileged document that was inadvertently produced 10 FTC staff

and (i1) prohibiting Complaint Counsel from using the madvertently produced privileged document

in any manner o this case.
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PRELIMINARY STATEMENT

In Nﬂ;emher, 1997, a letter contaiming legal anﬂl}'s;ﬂ wiich was sent by outside ::cun;s.ei o
TIMR's gencral counsel was inadvertently produced to FTC siaff dunng & merger investigation.
HME learned of the inadvertent production three weeks later and immediately called and wrole FTC
staff advising of the inadvertent production and seeking the return of the letter. FTC refiged to
return the letter and said the matter was under consideration. Shoitly therealfler, FTC questioned
Edward Siratemeter, HMR's general cuunsai and the recipient of the letter, zbout the lewer’s
contents. HMR’s counsel refused to permit Mr. Stratetneter to answer any substantive questions
about the letter oncc again claiming that the letter was inadvertently produccd and was protected by
the attorney-client and attomey work product privileges. 1n February, 1998, at the close of the
merger investization, HME once again acked for the return of the letter. In March, 1998, FTC staft
advised that the letter would not be returned.

On Qctober 15, 1998, the FTC i1ssued a Resolution Authorizing Use of Compulsory Process
in a Nonpublic Investigation focustng on the Stipulation and Agreement which HMER and Andrx
entered into ot or argund September 24, 1997, Dunng the investigation, FTC atlorneys asked James
Spcars, HMR's cutside counse] and the author of the letter, gucstions cenceming the letter’s
contents. Mr. Spears was instructed not to answer any guestions relating to the leiter on privilege
grounds.

On March 15, 2000, Complaint Counsel filed the instant Complaint. On September 28, 2000,
Complaint Counsel filed the instanl moton secking o compel Messrs, Stratemeicr and Spears to
answer questions concemning the letter in any upeoming depositjons.  According to Complaint
Counsel, the letter is fair prey since any privi]eges éttaching lo the letter were waived by 1is

praduction.  Specifically, Complaint Counsel asserts: {i} MR has the burden 1o prove the

“E10G.T 2



production was inadvertent and has failed to meet its burden; (i1} even il HMR’s hurden has been

met, a waiver has occurred under either the “strict rule™ or the ‘‘case-by-case” approach for

determining waiver. Complaint Counsel also contends that they have no ethical obligation to retum

the inadvertently produced document.

Complaint Counsel's arguments are frivolous and entirely withowt merit. The facts

surreunding the production of the letter unequivocally show:

netther MR nor ils counsel ever intended to waive any privilege associated with the
documeni;

HMR was under extreme tine pressures at the itme the produstion was made;

the inadvertently produced document was one of over 20,000 documents produced
to staff during the merger investigation:

HMR undertook reasonable efforts, using personnel experienced in HMR document
praductions, to screen out privileged documents from the production;

the document was congpicucusly labeled as a prvilcged document and was
unambiguousiy described as such on a privilege iog HMR delivered to Commission
staff shortly alter (he production,

HMER. wok appropriate action immediately npon discovery of the inadvertent
production — and continnally and repeatedly thereafier — to seek retam of the
document and maititain s confidentiality;

the document has not served as the basis for any motion or pleading, other than
Complaint Coiumsel's present motion, nor has it been a subject of substantive
intermegation in any deposition:

Complaint Counzel has not speeifically demonstrated any detrimental reliance on the
document, nor can it demonstrate any prejudice that it may suffer frorn a finding of
non-waiver that was nol of its own making.

lo determining whether waiver has oceurred. the Commission and a majerity of federal and

gtate courts which have considered the issue, have applied a2 test which evalvates all of the

circumstanees strrounding an inadvertert production, mcluding the precautions izken to protect
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applicable pri_vi‘.lagﬁ, the overali context m which the inzdvertent production occurred, and the
reiative Fairnesstothe parties of maintaining or waiving ﬂpl;licahle privileges. The flexibiestandard
that courts and Cominission tribuniais typically apply in inadverient disclosure cases s intended to
achieve a fair result by “strkfing] the appropriate balance between protecting attomey-client
privilege” and other valid privilepes, on the one hand, and sanetioning “carelessness with arivileged
material zs an indicaton of waiver,” on the other. Gray v. Bicknell, 86 F.3d 1472, 1484 (§th Cir.
1996). HMR respectfully submits, that when this standard is properly applied to facts surrounding
the production of the privileged letter, the balance tips overwhetraingly in favor of preserving the
privileges and a finding of no waiver.
. BACKGROUND

A, The Rupghy Investigation

In the Surnmer of 1997, HMR was negoliating the sale of one of its subsidiaries, The Rughy
Group, Inc. {(“Rugby”'}, to Watson Pharmaceuticals, Ine. (“Watson™). On or about August 28, 1997,
HMR filed a premerger nofification report pursuant to the Harl-Scott-Roding  Antitrust
Improvements Act of 1976, 15 US.C. § 18a (“HSR Act”) with the FTC and the 1).8. Department
of Justice.! On Qetober 9, 1997, the FTC issued a request for additional information to IIMR (the
“Second Request”) and advised that it had commenced an investigation into HMR s proposed sale
of Rughy to Watson (FTC File No. 981-0006). Although HMR's patent litigation with Andrx and
the Stipulation were aneillary, at best, to the Rugby transaction, the Second Request specifically

sought decuments ¢oncerning diltiazem, the molecule whick was the subject of the Stipulation.

1. Cruring this same time period, HMR entercd into the Stipuiztion 2nd Agreement with Andre Phammacouticals,
Inc. which serves as the basis for the Complaint in this sction,

433542 +



B. Circumsiances Surrounding Production of the Letier

In an_effurt to expedite the expiration of the waiﬁné imind applicable to the transaction under
the HSR Act, HMR approached Watson about the possibility of modifying the acgmsition so that
HME would retain the Rugby diltiazem produact ling, It took some time 1o negotiate these matters
with Watsan, but uliimately Watson agreed to the concept in light of concems that delays caused by
the issuance of the second request would hamm the competitive viability of Kughby. See Declaration
of James IL. Exszner at 4 4 attached hereto as Exhibit 1. (“Eiszner Declaraiion™).

Accordingty, James Eiszner, HMR s outside coumsel, asked Commission staff responsibie
for the Rugby mvestigation whether, if the parties agreed to modify the acquiéitinn agresment so that
HMR retamned the Rugby diltiazem business, the Commission would delete matters relating to
diltizzem producis from (he Second Request. Mr. Eiszner also advised staff that time was of the
essence as HMR and Watson had previously agreed thal Wamon could abandon the Rugby
acquizhon if e fransaction did not close by November 30, 1997, Eiszner Declaration at ¥ 5.

Confident that its proposal to restructurs the transaction was reasonable, HIMR began o focus
on obtaining information relating to matters other than diltiazem that was sought by the Second
Request. Inthe meatitime, concemns abont the competitive viability of Pugby continned ko grow as
mercasing nwnbers of Rughy employees resigned their pesitions in hght of the uncertainty created
by the Commission’s investigation. Eiszner Declaration aty 6.

On Nowvember 18, 1997, six business days pnor to the walk-away date, Mr. Ingiefield finally
replied staff was concerned that there was a2 relationship between HMR s agrecment 1o seli Rugby
to Waison and HMR's stiputation with Andrx Corporalion in the HMR/Andrx patent litigation.
Accordingly, he advised that a production af the dill_i:mem-relalad docoments would need 1o be made

even 1fthe parties modified the transaction to exclude Rugby's diltiazem business from the sale. As
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a resull of Mr. Inglefield’'s demand, HMR. hurriedly searched for and colleeted the requested
diltiazemn-relaled information from internal and onisids ¢counsel files. Eiszner Declaration at 9] 7
and &.

In & Novemnber 21, 1997 fax, HMR asked Mr. Ingleheld to consider several additional
modifications to the Sccond Roguest and to consider scheduling any necessary depositions for the
following week in hght of the November 30, 1997 walk-away date which by now was enty thres
business days awsy. HMR also agked whether privilege logs were necessary for a number of the
productions. Eiszner Declaration at ' 9.

Mr._ Inglefield responded by facsimile the same day demanding that HMR praduce 21l non-
pavileged materials” and mzisting that HMR “produce a privilege log covering all documents
withheld from production bascd on a claim of privilege.™  Eiszner Declaration at 10

On MNovember 21, 1997, Mr. Eizrmer received over 4500 pages of documents from HME
which were responsive to the Second BEequest. These documents came from the files of HMR's
senior sXecutives including Edward Stratemeier, the General Counsel, Prior fo receiving these
documents, several legal assistants, whe routinely woark on document productions and are trained
and respensible for identifying potentially privileged information, tabbed those documents which
they belisved were privileged. Mr. Eizsner reviewed the tabbed documents to ensure that they were,

in fact, privileged communications, pulled the tabbed documents from the production, had the

2. in a Declaration attachad to Complaint Counsel"s Motion, Mr. Inglafield rocalls he was 1eld the production of
documents from Mr. Straterocier's files would be delayed breause of the need for a privilepe review. Mr.
tnglefield‘s recollection is in ertor. Mr_ Inglefield was never fold that the production af dooorments fram Mr.
Sratemeiers files would delay the production of those documents because af the noed for an catcnsive
privilege review. Instead, soveral days afler Stratemcier Specification 20, Mo, 00 283-291 was produced, Mr.
[nglefield was told thal gompliance with the Cuick Look would be matenially delayed if subnuission of a
privilepe Ing thal catatogued all of the poviicped documents reiating 1o patent lingations involving dilliazem

to which VR was a party were requited to be prepared. Eiszner Declaration at % 21,
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remaimng documents numbered and copied, and, becanse the walk-away date was three business
days away, cxpress shipped these documents to Mr. Inglefield for Saturday delivery. Eiszner
Declaration at Y 11.

Unbeknownst to HMR and Mr. Eiszoer Fate that Friday night when the documents were
stupped to Mr. Inglefield, was the fact that one privileged document, a copy ofa September 25, 1997
opinion letter sent to Mr. Stratemeier from his outside counsel, James M. Spears of Gadshy &
Hannzh L.LP, had inadvertently not been tabbed as privileged and wes therefore not pulled from the
productian. The inadvertently produced document bore bates number “HMRI Spec 20 Stratemeier
000283 - 291." The document was marked “CONFIDENTIAL AND PRIVILEGED ATTORNEY
CLIENT COMMUNICATIONS™ at the top of each page. Hiszner Declaration at¥ 12. Mr. Eiszner
tad no authonty to waive any privileges on behalf of HMR ang neither Mr. Eiszner nor HME had
arty intention of watving the privileges attached to the inad venently produced opinion letter. Eiszner
Declaration at 9 13.

On December 9, 1997, a privilege log covening HMR's internal files and the files of several
of IIMR s outside connsel including Mr. Spears was finzlized. One of the documents listed on the
privilege log was the September 23, 1997 opinion letter. While this docwment is listed only once
ofl the pvilege log, there were multiple identical copies that had been withheld on the ground of
privilege. The privilege log was scnt to Mr. inglcfield on December 11, 1997, along with a
Declaration from Mr. Stratemcicr wherein he attested to the fact that, with the exception of
privileged documents noted on the attached privilepe log, HMR fully complied with the “Quick

Look™ procedure. Eiszner Declaration at 4 14.
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C. HM[_I’S Efforts to Retrieve the Ieadvertently Prodoced Document

Although the Letter was clearly marked “privileged,” contained numerous other indications
that both demonstrated its privileged character and sel 1t apart from the other documents produced
to the FTC in the November 21 production, was eagily identified on HME s privilege log, and in
content, chagacter and eontext possassed pumerous features that should have sounded the peal of
warning hells to any reasonable and prudent attorney who cared to heed them that the docement was
produced by mistake and that finther i:lquir_',»r of HMR waz appropriate, the ¥TC did nothing
foliowing its receipt to bring the maiter to HMR's attention. Rather than notify HMR, the FTC
allegedly prompily st aboul reviewing the document. (FTC Br. at 5, 13.)

On NDecember 16, 1997, while reviewing the November 21, 1997 production in antieipation
of the scheduled deposition of HMR s general counsel in the Rupby investigation, Mr, Eisener
discovered that the September 25, 1997 letter from Mr. Spears to Mr, Stratemcier was inadveriently
nprodueed. Mr. Eiszner immediately called David inglafield of the FTC investigative staff. Unable
to reach Mr. Inglefield directly, Mr. Eiszner left a messape explaining production of the letter was
madvertent, HMR did not intend to waive any privileges, and that outside counsel was not
authorized to waive any privileges on behalf of HMR. Mr. Eiszner reguested the FTC 1o
immediately retum the letter. He followed ug with a facsimile letter the same day, which reiterated
thiz information and reminded Mr. Ingiefield that HMR had asserted that the leticr was privileged
an HME s privilege log. Eiszner Declaration at 9y 15 and 16.

Mr, Eisznet’s December 16 call and correspondence would be the first of numerous attempts
by HMH and its representatives to recover the letter and continue in place all upplicable privileges.

Ammong other things:

2 ]



«  OnDecember 19, 1997, three days after his December 16 notice to FTC staff, Mr.
Fismer sent My, Inglefield another lettér seeking the decument’s return and
reminding the staff of its ethicai obligations under District of Cohwmbia Bar rules.?

. In a December 22, 1997 investigationa! hearing with Mr. Stratemeier, Mr. Eiszner
again asseried the privileged nature of the letter and demanded that staff retum it
immediately. Mr. Eiszner did not permit Mr. Stratemeier to answer questions

© gonceming the substance of the letter. He did, however, permit Mr. Stratemeier to
answer questiDns conccming circumstances swiotnding its producton, but oniy after
reaching a “standing agreement” on the record that answers w such questions would
be “without prejudice to the issue of the inadvertent production of” the letter and
without waiving any privileges. The letter was not marked as an exhibit at Mr.
Straterneier’'s deposition. *

. The Commission closed the Rugby investigation on or about February 10, 1998
without taking firther action. By letter of February 10, 1998, Mr. Eiszner repeated
tis request that staff return the letter.® Two weeks afier the close of the FTC’s
investigation, and more than two months atter Mr. Eiszner first notified staff of the
inadvertent production and requested that the letter be returned, FTC staff advised
Mr. Eiszner that the matter was still “under review” insidethe Commission ® Finally,
three months to the day after Mr. Eisener fitst requested that the documeni be
returped, FTC stafl (inally informed Mr. Eiszner that 1t would noi rctum the
document.”

= On or about October 15, 1998, the Commission opened its investigaton inio the
HMR/Andrx Stipnlation and Agreement (FTC Fiie No. 981-0368), the invest:gation
that preceded the Complaint in this matter, and shortly thereafter it issued an
investizative subpoena dices fecwnr to FIMR. In responding to the Commission’s
subpoena, HMR withheld the leiter and once again claimed it as privileged on an
accompanying privilege log,

. In the course of digcussions with FTC staff over its stated interest in deposing Mr.
Spears in the HMESAndrx investigation, Michael L. Koon, sutside counse] to HME
and a pariner of Mr. Eiszncr's, wrote ta FTC staff to “renew HMRI's objections fo
the FTC's refusal to retumn a povileged document which was inadvertently produced

Higener Derlarstion ac 17.
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to the Commission in connection with™ the Rupby invesagation and reminding staff
that, in light of the D.C. Bar rules and apirion of which Mr. Eisznier had advised the

staff, “any use of this document in any manner whatsoever or the failure of the

Commission staff 10 promptly return this document may resultio the disqualification

of counse] and sanctions for the attorneys involved.™ When staff"s reply failed even

to acknowiedge Mr. Koon’s congems over the inadvertentiy produced document, Mr.

Kaoon tersely reminded staffin a September 14, 1999 follow-up lewer that “the FTC s

handhng of the madvertently disclosed privileged document” remained an open

issue.’

At a February 23, 2000 mvestigational heanng of Mr. Spears in the Hoechst/ Andry
investigation, counse! to Mr. Spears refused to permit him to answer any guestions
cancerming the letter. Commission investigative staff marked the letier 2s an exhibit
to Mr. Spears” deposition over the ohjections of the Mr. Spears™ counse].

Complaint Counsel included the letter on itz September 8, 2000 list of confidentia)
documeats that it may use in an exhibit or document 1o be filed with the Couort. 1n
a memorandum in support of a motion for in eamery reatment fled with this Court
on Octaber 6, 2000, HMR once again “assertied] that this [] inadvertently produced,
privileged document must be immediately retumed. ™

1L, ARGUMENT

Ii is beyond any reasonable dispute that the letter is priviieged and was inadvertently

praduced.' In its Motion, however, Campiaint Connsel asseris that even if the privileged letter was

madvertently prodeced, the prvileges no longer apply since: (2) under an alleged per se mile, the

privileges disappeared upon production regardless of inadvertence; and (b) under the case-by-case

approach, the letter lost its privileges because (i) HMR did not take reasonabie precautions to protect

the letler; (i) HMR waited three weeks after making the inadvertent production to notify

10.

453962

A copy of Mr. Koon's Scptember 1, 1900 letter to staif in the Hoechst! Andrx investigation is afached hereto
as Exhabit 2.

A copy of Mr. Koon's Scptember 14, 1999 letber to s4afl in the HIMBAAndr invesiipation is amached hereto
as Exhibat 3.

Complaint Counsel does not challenge the fact that the letter is sihjecttoe the adomey-client and attomey work
product privileges,
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Commission staff; (i) the production was small and ite timing was within HMR's control, (1v)
Comuission staff read and analyzed the document before HMR 's counsel demanded its reoumn; and
(v) if the letter is retured Commission aftarmeys weuld have “to pretend to forget the contents™ of
the letter. Complamt Counsel’s arguments are speciaus at best.

A The Per Se Waiver and Nop-Waiver Rules Da Not Apply.

Complaint Counsel gently suggest this Tribunal should adopt a rigrd per se rule recognized
by a minerity of federal courts. Under this rule, disclosure of a privileged communication, whether
vohmtary or inadvertent, automatically and imrevocably sweeps away all privileges otherwise
attaching te the communication. (Yee FTC Br. at 9-10). The rule is premised on the theory that

_disclosure under any circumstances “breaches the confidentiality of the document and destroys the
purpose of the privilege™® and that the producing party should be held accountable for errors in
pmdumimn_” While the per se tule is easy 1o apply, “its propounced lack of flexibility and its

"7 praduces harsh results in cases of

simificant intrusion on the attomey-cliemt retationship
inadvertent producton.” Moreover, while purporting te be trus ta the foundations of the attomey-
client privilege, the per se waiver rule “sacrifices the valee of protecting client confidences for the

sakce of certainty of resulits ™* As a result, most courts have rejected the per se waiver mtle in favor

11. Arian Vegetable Res. & Dev Cor, No. 84 CTV, 6551 (RWE), 1905 WL 491491, a1 *7 {(ED.N.Y. Augp. 17,
1995) (“Asian Fegetabi=").

12 ey, 35 F.3d a1 1483,

13. Id.

14. See, o, Mendewhallv. Bavber Greene Co., 531 F_ Bupp 951,955 n 8 (N1 DI 1932} {rejecting per e waiver
rule becange it “generat[es] (in much the same way a3 a flawed pleading in the era of common law pleading)

hash results out of all proporion to the misieke of nadvericnt disclusunc™}

15. .. Hydraflow, Inc v Enidige e, 113 FR.LD. 624, 637 (WD NY, 1903}
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of the “middle-of-the-road” balancing test.'* No Commission tribunal has ever embraced a per s
waivet rule for inadvertent disclosure 15snes.

Not only does Complaint Counsel fail to advise this Tribunal that the per se waiver nile hag
never been applied by a Commission inbunal, Complaint Counse] also fails to advisc of another per
se rule which has been adopted by some courts. Under this per se non-waiver rule, an inadvertent
disclosure of a privileged communication never waives the privilege.”” This per se non-waiverrule
is premmised on the theory that the concept of waiver requires an intentional relinguishment of 2
kenowm right by the holder of the privilege, and that, by definition, “[iinadvertent production is the
antithesis of that concept.™® Like the per se waiver rule, the non-waiver ruie has the advantage of
being relatively simple and straightforward to apply, and u furthers onc of the pobcies of the
attomey-client privitege, namely, the privilege exists o protect the client and may only be waived
by or at the direction of the client (rather than as a result of counsel’s error). ™ Like the per se waiver
rule, a majority of courts have rejected the per se non-warver tule, finding the nan-waiver rule to
provide inadequate incentives o handle privileged documents with care.™ And, finally, like the per
Fe warver mle, no Commission tribunat has ever adapied the per se non-watver rule o resolve

inadverient disclosure disputes.

16, Alidread v. City of Grenada, 988 F.2d 1425, 1434 (5th Cir. 1993),

1%, See, g, Mendenhalf, 531 F. Supp. 21 954-55; Dunn Chentical Ca. v Spbron Corp. Mise. No. -85, 1975 WL
970, at =3-0 (S D WY, Oct %, 1975).

12 Mendenhall, 531 F. Bupp. at 933,
e dee Gray, B6 B3d at 1483,

20 Sec Gray, 86 F.3d at 1483; Asiaa Vegetobie, 1995 WL 4914591, at ¥4,
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Although the per se non-waiver rule is as benieficial to HMR as the per e watver mile is to

Complain! Counsel, since neither rule is consistent with Commission precedent or the sound

reasoning of a substantial majority of federal courts, HMR does not urge the application of either

rule in these proceedings.

B.

Under the Majority Rale, the Attorney-Clieat and Aitorney Work Product Privileges
were Not Waived by the Inadvertent Production of the Letter

In tecent years, as the pace, volume and complexity of modemn® litigation has accelerated,

courts have increasingly been called upon to decide whether a party’s mistaken production of a

privileged communication to its opponent in discovery effects a waiver of the attormey-client

privilege or work product protection for the communication. By far the most widely adapied

21.

22

A3I0E T

Complaint Counsel implisdly supgests this Tribunal should abandon precedent and adopt the per se waiver rule
becauss the inadvertent disclosas "ogcured"” in the District of Columbia, (FTC Br.at,) Complaint Counsel
offers no support for this asserhon, however, and it is oot selfi-evident whether disclosure would be deemed
1o have scenrred inthe Distriet of Colembia, where Commiszion s1aff are headquarterad, or in Missouri, the
place at which HMR surrendeted dominion ang comtral aver the docwments to the Cormmission. Wens it the
latter, by Complamt Counscl's reesoning, disseuri or Lighth Cireuit law would apply. Beth Missouni and
Eighth Cireuit courts adept the lntancing test favored by most conrts. See Gray, 86 F.3d a1 1483-84; Starway
v. fndependent Sch, Dist Mo. 625, 187 F.RD. 595, 596-97 {D). Mion. [999).

Maoregver, the law of the D.C. Circuit does ot conirel these proceadings. Althoueh federal povilege and othes
cvidentiary interpretaions may be persaasive in Cummissivn provecdmgs, the Commission adheres toils own
evidendary rules and mterpretations and follows Commission precedent where such autharity exists. See eg.
? Erdersl ‘Trade Comm™n, Cpevaring Mareal ch 1006, 107 {1991 af 16 CFR. § 3.3 1e¥23&(3) (FTC
prvilege and worlk product rules), As discussed hersin, Cominission oibumals have previously spoken on the
issur of madvencnt disclosure, end bave jomed mosr courts in adeptog the “middle-of-the-road"™ balancing
test. Lo addution, because HMR may seek judicial revicw of adverse Comnatssion action in any Ciycyit in which
HME resides or canducts business (see 15 U5 § 45(c)) — which, in HMR s rase, effectively cncompasses
virtually every federad eirewil —Complaiot Counsel™s advocacy of 2 standard expressly rejected by most faderal
courts finds oo support in logic or commen sense.

Under the balancing test, courts only consider waiver of the specific doswment. Parkway Gallery Furninae,
fre. v Kittinger/Pennnptvanie House Group, Inc, LL6 FR.D. 46, 52 (M.DMN.C. 1987). Accord Martin v.
Valfey Nat T Bank of iz, No. 89 Cv, 3361 (PEL), 1992 WL 196798, at *4 (SD.MNY. Avp. &, 1992} Cole
Indus,, Inc v, Aetng Cas, o Surery Co., CIV. A, No. 87-3107, 1989 WL 46185, at *2(E.L, Pa. Apr. 28, 1989);
frrernational Digial Sys. Corp. v. Digital Equip. Corp., 1M T B.D. 443, 446 o L (D3, Muss, 1988). Inasmuckh
a5 Complainl Counsel is not seeking waiver bayond the detler itself, oo discussion of scope is nocccssary, (Sec
FTC Br. at 15).

13



standard for determining questions of waiver in cases of inadvertent production™ — and the one
previously embraced by Commission tribunals™ — is 2 balancing test, relerred Lo as the “middle-of-
the-road,” “case-by-case,” “balancmp™ or “totality of the circumstances” test. These “tesiz”
reprosent an sttempt by Commission and the judiciary to reach a fundamenial faimess® and a
recognition of the potential for human error in complex, accelerated and docurment-intensive
proceedings’ and the important societal interests served by these privileges in encouraging citizens
to seek legal guidance to conform their conduct to the law.” The appeal of these tests lay in thier
flexibility, permitiing courts to consider the totality of the circumstances surrounding a particular
inadvertent production on a case-by-case basis and make decisions that are fair and just under the
particular circumstances. As the Bighth Cirenit noted,

This fest strikes the approprate balance belwoen protecting attormey-

client privilzge and allowing, in cenain siluations, the unimended

release of prvileged documents 1o waive that privilege. The

[balancing] test is best suited to zchieving a fair result. It accounts

for the emors that inevitably oaccur in modern, document-intensive

litigation, but treats carelessness with privileged material as an

indication of waiver. The [balancing] test provides the most

thoughtfirl approach, leaving the trial court broad discretion as to
whether waiver oceurred and, if so, the scopz of that waiver.

3, Sea, e Avign Vegetahle, 1995 WL 401491, at *7.
24 See, g, Arlantic Rickfield Co.. 1978 FTC Lexis 560 (Sepl. L2, 1974).

az. See, e.g. Bakers Ald v. Husrmonn Foodservice Co., No. CV 87-0937 (MM}, E98E WL 133254, at *6
fE.DN.Y. Dec. 19, 1988}

23, Jed, a.g., Oray v. Bicknell, 86 F.3d a! 14E3.

27 Ses, e.g., Kansas City Power & Light Co. v Pitishurg & Midway Coal Miming €. 133 FRD. 171, 174 (D,
Kan, 1989,
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Gray, 36 F.3d at 1484, The balanzing test favors ncithcr.party and 1= fair to both. It not only is the
1est that has been used in Commission proceedings, but is also consistent with 8 more peneralized
Cormmission sensitivity toward avoiding the potenhially harsh consequences ot a waiver of privilepe
in circumstances arising from human error and inadvertence.”

For these reasons, HMR respectfully submits that the balancing test is best suited to facilitate
the efficient and proper conduct of this Commission proceeding.

1. Application of the “Totality of the Circnmstances™ Test Linequivacally Shows
There Was No Waiver in This Case

In considering whether a party has waived applicable privileges by the inadvenent disclosure
of an otherwise privileged decument, courts typically evaluate the totality of the crrcumstances
sumrounding the inadverient disclosure® under the rubric of a five-factor balancing west. The factors
considered include: (1) the reasonableness of the precautions underaken to prevent inadvertent
disclosure; (2) the lime taken to rectify the error; () the 2cope of the discovery; (4} the extent of the
disclozure; and (5) the “overreaching issue of faimess and the profection of an appropriate prvilege.”

Lotz Sportswear, US4, Inc. v. Levi Strawss & Ce, 104 FR.D. 103, 105 {(S.D.N.Y. 1985); see also

2H. See alre Alldread. 988 F.2d ar 1434; Agtan Vepetbly, 1995 491491, at *7 " This nule best reconciles e
principics underlying the atomney-cliont privilege with the realities of the discevery process in complea
litipation. ")

9. Sree, eg, Forodd Honickmar, 19%0 FTC Lexis 61, ar *8 (Apr. 3, 1990) (providing, in court™s Order for the
Proteciion of Copfidential Dacurvents and Information, that “[tlhe inadvertent disclosurs of privileged
documents or infonmation by = party or its counsol shall notconstitute 2 waiver af any applicable privilege™;
o Neionaf fhietary Res., fne. 1994 FTC Lexis 126, at *1, 6 (July 18, 1994} {noting that protective order,
which includes provision that “{i]nadvertent production of docliroents or infarmabon which da sal eantzin a
designation of confidential will not waive a pary's claim that the documents or information are confidental
o estop a party from desigrating the decument or information confidentiz] ata laver date™ — “comparts with
existing law regarding the treatment of confidential information™ and “provides adequate safeguards against
unauthorized disclosure of sach infonmation”™).

10, See, e.g., Telephonics Corp. v. United States, 32 Fed. CL 360, 361 [19%4) Al circumstances that sarreund
an inadverient disclosure must be considered ™).
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(rray, 86 F.3d at 1484; Kansar Clity Power & Light Co. v FPittshurg & Midway Coal Mining Co.,
133F.R.D. 171,172 (D. Kan. 1983) (“KCPAL™). No siiple factor 1s determinative. The reviewing
court must weigh all relevanl circumstances on a ¢ase-by-casc basis.

When these factors zre eongidered in this case, it is clear that the madvertent production of
the lenter HMR did not operate to waive the attorney-client or attorney work praduct privileges.

a. The Precauticns Taken by IIMR were Reasonable

In applving the balancing test, “inadvertent production will not waive the privilege anless
the conduct of the producing party orifs counsel evinesd such exireme carelessness as to suggest that
it was nol concerncd with the protection of the asserted privilege.” Desai v. Amorican fnt'l
Underwriters, No. 91 CIV. 7735 (LBS)Y, 1992 WL 11073, at ¥ 1 (S.D.N.Y. May 12, 1992, "

Here, the procedures adopted by HMR to protect its privileged docmnents were reasonable.
HMR, uged trained and expenenced paralegal personne to collect and review responsi ve documents.
Thesc personnel had significant prior experience with the collection and privilege review of HMR's
uitternal files. They were familiar with the company as well as the types and locations of documents
responsive to the Second Reguest. Inlight of the time pressures HMR faced, these indrviduals wore
well sutted 1o identify privileged docunents in HMR’s internal files in the most efficient manner.
Moreover, once the nitial Teview was in place, the identified privileged documents wers then
reviewed by outside counsel to confinm that 2 privilege applied. The procedures HMR put in place

to contre] the production and review for privileged documents were very successful. In this ongoing

3L See olte dsian Fegerghle, 1995 WL 451491, at *7 {mos! cowrts hold that inadvetient disclosime waives
attomey-client privilepe “only il the disclosing party failed 10 take reasomable steps to mainiain the
canfidentiality of the assertedly privileged documents"); KCPAEL, 132 FR.D, at 174 {“If the attorney-client
privikege is o s2rve its purpose of fostering atomey-client communications, then dorwments inadvertontly
produced should nat lese their privileged states withou! some substantial reacon ™),
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rolling production that ultimately produced some 20,000 pages of documents, enly one privileped
dncum;:nn tokzling nite pages, inadvertently slipped through.

The record further demonstrales the time pressores HMR faced at the time of the Second
Request. Hopeful that the “quick logk” review could be completed before the “walk away" date was
riggered, HMR began a rolling production as it continued to negotiate with stafl. When the last of
its attemnpts 10 bring the scope of staff’s requests within reasonable limits failed -- with & business
days remmning before the November 30 “walk-away” date and an ongoing “brain dramn”™ of
emploveeresignations from Rugby — HMR stepped up its efforts to coliect, Teview and produce non-
privileged responsive documents. Within 24 hours of its failed last attempt 1o Limit the scope of
_ staff’s requests, HMR had cellected, reviewed and produced to Commissien staff ronghly one-third
_uf the remaining internal HMR docurnents which wers responsive to staffs request, a collection
totaling some 4,500 pages.™

Maoreover, the letier was always treated by HMR and its counsel as subject to the attomey-
clicnt and attormey work product privileges. At the time the letier was created, counsel
conspicuonsly marked each page with a privilege lepend and accompanied this with encugh ofher
indicia of the document’s privileged character to put the reeipient on nottce of the validity of the
asserted privileges. The facial and contextual features of this document were maore than adequate
to cause a reasonably prudent recipient of this document during the course of an accelerated

document production to question whether its production was voluntary and knowing.™

32, Outzide counacl abse coordinated the production that same day of another 1,000 papes of materials fmom outside
patent counsel and bad begun the process of callecting end preduging in the coming days an additional 12,500
additional papes of reeponsive matepiale.

i3 Sew Tefephonles Corp, 32 Fed. ClL w1 361-62 (documeot that “was starnped with an apprepriale protective

legend in bold capilal Izhers 5o that cven somweore: taking, a cutsory review of the docnmen would pecognize
{comtanped...}
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HMR also battressed facial indications of priv.ilege with the clear and unambiguous
identification of the letier on the privilege log it produced in the Rughy investigation. “Inc]uding
privileged material on a privilege log puts the opposing party on notice that if any document listed
on the log is produced, its production was inadvertent and the document should be returmed ™ Liz
Clmiborne, foe. v. Mademoiselle Knitwear, Inc., No, 96 Civ. 2064, 1996 W1 668862, at *4
{5.D.N.Y. Nov. 19, 1996y

Finafly, it ic undisputed that neither HMR nor its outside counsel intended to waive the
privileges attaching to the document. Contrarytothe suggestionin Complaint Counsel's brief (FTC
Br. at 7-8}, the intent of the disciosing party is one element that should be factored into the Cournt’s
e;va]uatinn of the totality of the circumstances. See, 2.2, Tefephonics Corp. v, United States, 32 Fed.
Cl1 360, 362 {19949); Lois Sportswear, US.A, Jnc, T F.RD. at 100, AUPEL, 133 E.RLD. at 174
(in applying balancing test, court factors in “the modem trend that focuses on the mtent of the
producing paty”); of. Zapata v, IBE, Ine, 175 F R} 574, 376 (D Kan. 1997) (disclosure of work
product “was mnadvertent, inasmuch as such disclosure was not intended by IBP's atterneys™),
Boker's Aid v. Hussmann Foodserviee Co, No. OV §7-0037 (JMM), 1988 WL 138254, at *6
(E.DN.Y_Dec. 19, 1988) {“A predominant thema af all these [inadvertent production] cases is one
of fundamental fairness. Tt is for this reason that | must aceord great weight to defendants [sic)

subjective intent in prodocing the {privileged] document.” {citation omitted}). As Judge Swoet of

31, (. --slinmued )
the protected pature of the material™ put recipicnt on ootice that further mguity might be appropriate and
constitted an eiement supporiing court’s finding of “reasomable and carefu!” procedures).

33 See United States v. Pepper's Steel & Alloys, inc., 742 F. Supp. 641, 642-43, 645 (5.T3. Fla. 1990} ( facts thal
itzdveneatly produced docetirepls wers mehuded oo prodecing parly”s privilege log and thal il was clsar oo
the face of the dvanments that they wete privileged suppartsd nding that producing party “madc every sffort
1o protect ils privilegs™).
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the Southern District of New York has pomited out, the !"_'anuscd Rules of the Federal Evidence
concerming attomey-client privilege, which “were approved by the Supreme Court and are aceepted
as 2 restatement of the law applied in the federal courts,” emphasizes intent as a factor inthe creation
of the privilege and “would appear to make that factor equally <rucial to destruction of the privilege

through forfeiture.” Lois Spertswear, (2.5.4., fnc., I F.R.D. at 106,

b, HMR Attemnpted to Retrieve the Letter Immediately Upon DNiscovering
itz Inadvertent Prodoction.

Complaint counse] argues that the privilegs should be waived because HMR waited until
three weeks after the production to notify FTC staff of the madventent production. Cempiaint
Counsel misstates the proper inguiry. The issue is not whether HMR waited one day, one week ar
one vear afier producing the docement w hefore notifying the FTC of the inadvertent production,™
the issue is whether HMR acted promptly 1o retrieve the document after discovering the inadvertent

production”  As the record demonstrates, the letter was inadvertently sent to FTC staff on

s, Complaint Counsel hypothasizes that HME 's production of the letier was not inadvertent and was inlended
as a mcans of obtaining sane son of straegic advamape. Complamt Counszcl fails to deline o1 descobe, much
less snppart these statcments with any bard evidense, (See FTC Br. at 2, &, 14-15.) The record, in fact,
contradicts Cornplamt Caunst)’s hypothetcal ruminaions. HME never sought lo use the leticr or fhe
infonnation conteined in it during the Rugby investigation, during the Commission's investigation that
preceded these procesdings, during these proceedings, or at aoy other Gme.  To the contracy, EIMR
immediately soupht to remicye the docwnsit upon discovery of its disclosure and repeatedly thercafier, BWR
claimed the docmment on its privitepe log and repeatedly remaved copies of the Istter from its productions to
the FTC whenever sueh eopies wers found, and HMP's representatives have refused 1o answer deposixn
guestions concerning the lo#er in both the Roghy investipation and the investipation that preceded these
proceedings,

k[T See, €8 Asian Vegetable, 1995 WL 491471, at *7 {aclicos taken promptly afler discovering cITOnCous
prodection, which was within two weeks aficr making priviicged documents available to oppositg connsel,
held spificiendly promy upon balaheing of Lase Spartewear factors]; Bayer AC v Bare Labe Ine, Mo, 92 Civ.
J381 (WK 1994 WL 705331, 2t *3 (S.D.NY. Dec. 16, 1954} [(where only apparent specific usc ol
inadvertently produced documents was 10 prepare & motion based on their conteots, producing party did not
behave negligently in waitmg more than one year before moving te compel return of the documents).

3 Sea, @ g, fi ve Southesst Banking Carp. 8ecs. & Loan Losy Reserves Livig, 217 B E. at 343 {prompt actiom
to rectify found where, “afier it leamed of the inadvertent dicclosure, [Ihe prodacing party] immediately and
psisienity look sieps W moever the documents™), Chavez v Mineic State Pidice, Mo, #4CV5307, 1996 WL

{continwed.}
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November 21, 1997. On Decerber 16, 1997, while reviﬂ_\fring the Novemnber 21 production in the
vourse of preparing HMR s general counsc] for an investigational heanng moguested by FTC staff,
Mr. Eiszner discovered the inadvertent production of the letter.*® Mr, Fiszner immediately attemnpted
to call David L. Inglefield, ene of the principal FTC stafl atlomeys assigned to the Rupby
investigation. Upon rcaching Mr. Inglefield’s voicemail, Mr. Eiszner left a message explicitly
advising him that the letter had been inadvertently produced and requesting the retum of the
produced copy z;nd ali copres made by FTC st.aff. Mr. Eiszner followed this call with a letter, which
he seat by facsimile to Mr. Inglefield that same day, in which he unambiguously identificd the ietter,
reiteraied that the document had been inadvertently produced to the FTC, directed Mr. Inglefield s
artention to HMR’s explieit ¢laims of attorneyclient privilege and work prodact protectien on

HMR's privilege Jog to the FTC, and again requested return of the document,

7. {..cominued}

65992, at *2 {N.D, 1L Fch. 12, 1996) (producing counse! found to have acied prompily o rectify when he
“ealled [ ecipicnt s} attorney as sann 6 he was aware of the error - the eveaing be arrived frem his vacation”
— and counsel “called |1ecipient's] attorney spain the next day, end fimally spoke to him the following day™);
KCPd&fL, 133 FR.D. a1 172 {zotmg that “the relevant tine should bepin when plaintfl discovered or with
reasomable diligence should have discovered the inadveriont disclosurs ™ because the producing party “could
not have talen action to rectify the ervor until it learned of it court finds that actions by producing party to
rectify madvertent disclnsure 14 months after production but tae weeks after producing party*s discovery of
the emor constitaied action “within 2 reacenabls smount of Gme™); fata Sps. of N7, fne v. FPhilips Bus_ Sps.,
No. 78 Civ. 6015-CSH, 1981 1.8, Dist. Lexis 10290, at*17 (5.DN.Y. Jan. §, 194 1) ( finding no slothfalness
where “plaintiffs’ counsel raised the claim as s0on as the matter was brought 0 his anemion™).

3R Mr. Bierner's diseovery was obviously inconveniont to FTC siff. During the cotire period that sta if possessed
the lemer, it never once brought the matter to HME's attention, despite the facl that cach page camied &
privilege lopend, HMR bad clearky claimed atiomey-client and work produrt prodection for the docement on
its privilege log, and FTC investipative siaff romained in contact with HMR's counsel as i relajed matiers
throughout this period. With an investigational heaning of the Jetter's only recipient schicduled 1o eosur oo
December 27, 1997, FTC ataff evidently hoped to use the letier 4o “tushwhack™ Mr, Statemcicr, and perhaps
resolve agy isue of inadvertent disclosure by 2ffacting a waiver from an wiwary deponent at deposition. This
Court should nat sanclion such questionable litigaton tectics. “Such 4 result would give ressymition and
reward 10 defendant’s sharp practices at the cxamination, and is contrery 1o standards reasonably periaining
ta diseavery conduct.” Yelephonicr Corp, 32 Fed. 1. at 362,
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Three days later, on December 19, 1957, Mr. Eismf.-.ragain sent Mr, Ingleficld another letter,
rtpt:aiing_his request for the retum of the letter and all copies. Mr. Eiszmer reminded Mr. Inglefield
that the letter was inclided on HMR's privilege log and the FTC was notified of the eror
immediately npon dismve-r;,r, He further advised Mr. Inglefield thet FTC saff had an cthical
okligathon to net review the proivileged document and to retumn it to HME. i

Three days after that, on December 22, 1997, M. Fiszner stated on the record of Mr.
Straterneier’s deposition that FTC staff was required to retum the madvertently produced document.
Mr. Eiszner did not permit the FTC to question Mr. Stratemeier concerning (he keticr, and permitied
gueslioning as to the Stipulation only afier PFTC staff agreed on the record that such questioning
would not be deemed to constitute a waiver of privilege s fo the letter ™

Aceordingly, BMR’s actions to recover the letter were taken promptly upot tearning of the

inad vertent disclosure. Mo waiver should be found on these facts. ™

C. HME Was Not Required to Provide the FT'C with a Detailed Factual
Explanation ¢f the Circumstances of the Inadvertent Production

Throughout its Bricf, Complaint Counsel asserts that the privileges no lkenger apply since
HMR never produced evidence to the FTC’s satisfaction of the circumstances surrounding the
madvertent produetion. (FTCBr. at 1, 5, 8-9, 11). Cotmplaint Counsel’s assertions are disingenuaus
and misleading. First of all, FTC staff ncver asked for a detailed factual explanation of the

citcumstances surrounding the inadverient production. Moreover, the law neither imposes such an

g ore Devos, 1992 WL 110731, at *1 {“once defendams learned, in the course of 2 deposition, of the disclpzurs
of the document, they promptly inveked the privilege and refused to pormit the deposition wimess ta poswer
any questions shout it. Thia is not tantamount to 2 waiver.™, '

40, Jee, e.g., Asian Vegetohle, 1995 WL 491497, 21 ™7; Baper 47 1994 WL 705311, a1 *3; fn re Southeasr
Banking Covp. Sees. & Loar Lass Reserves Ling, 212 BR. a1 393; Chaver 1996 WL 65992, at *2; KOP&L,
133F.1.D. at 172; Dara Sy, of ML, fnc., 1981 U5, Dist, Lexis 14290, at* 17, Telephonics Corp., 32 Fed. CL
at 362; Degai, 1992 WL 110731, ac *1.
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obligation on HMR, nor creates the adverse “presumption”  which Complaint Counse! now
contends. Inaddition, the seurces cited by Compiaint Counsa! in support of this proposition merely
address who has the burden of persuagion in the event of & motion to compel or modion for protective
arder.*' HMR was obligated to assert the privilege and to seek returmn of the document from the FTC
reasonably promptly following its inadvertent production and to refrain from answering depagition
questions or responding to olber discovery requests directed at the substance of the letter. Thatis
exactly what HMR did.*

On the other hand, FTC staff counsel, who practice in the District of Columbia, violated their
ethical obligations to call to HMR's attention the madvertentiy produced letter and return the
docurnent and all copies upon HMR's reqoest. As Complaint Counsel acknowladges in its opening
brief, the District of Cahmnbiza Bar has recently spoken on this issue. Tna 1993 ethies opinion, the
D.C. Bar determined, in pertinent part, that

where the reeciving lawyer has not examined the misdirected material
before paining kmowledge of the inadvertence of the disclosure, it is
our opinion that the lawyer should, at a minirnum, seek ruidance
from the sending lawryer and, if that lawyer confinms the inadvertence

of the disclosure and requests retvrn of the material, unread, the
receiving lawyet should do so.

q], See. ey, FEA v Unrled States, 37 Fed, Cl. 3599_ 505 (1997) (producing party's [ailer2 "% educare the courd
ahoul its screcning procedures™ was fatal 1o i motion Tor a protective order {emphasis addedt): Amegen, dne.
v. Haechst Marion Roussel, fnc., 190 TR, 287, 289 (D, Mass, 2000, appec! dismisyed, Wos. 610 and 611,
2000 WL 290344 (Fed, Cir, Feb. 23, 2000), and appeal diemisend, No, (0-1230, 2000 WL 290804 (Fed. Cir.
Mar. 3, 2000} {on motion to compel retor of docuwmenis, producing party haz burden 1o demeonzirate po
waiver); Gofden Failley Microwave Foods, Mrc. v. Wenver Popocorm Co., 132 F RT3, 204, 207(N.D, Tnd. §950)
{same); 2 Faul F. Rice, Atiormep-Client Priviiege in the Upited Statex § 9:72, a1 320, 328 (2d ed. 1999)
{describing burden of permuasion in litigated cases).

432 tor exampie, HMR has ofiee again included the letter on its privilege log in this aciton, and Mr. Spears, the

author of the letter, refused 10 answer questions cancerning the better at his mvestipational hearing in the
investization that culminated in the Comenissice™s Complaint.
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Legal Ethics Comm. of the D.C. Bar, Op. No. 256 (1995). As the Bar Opinion notes, the enitical
factors in delcrmining a lawyer's ethical duty in cases of nadvertent disclosure rests with “the
receiving lawyer's knowledge of the inadvertence of Lhe disclosure™ and his “good faith™ mutilizimg
the docurnent. “Thus, for example, where the document has ne facial or comtexrual indication of
privilege and the receiving lawyer has not leamed of its inadvertent disclosure, the receiving lawyer
who reads such & document commits no breach of ethics.™ Jd. (emphasis added).

The letter carried botk facial and contextual indications of privilege. Each page was
conspicaously marked “Confidential and Privilcged Attorncy Client Communications.™ The letter
was transcribad on law firm stationary, specifically identified te recipient as the general counsel of
HMR,, specifically identified the author (who, as a former FTC general counsel, was well known to
be a member of the bar), and specifically identified the {itipation to which it pertained, Even if al]
these features, readily identifiable from 2 cursory glance, did ot commence the ringing of wamning
bells, the document s introductory paragraph, which indicated that the letter regponded to a request
by HMR {or legal advice, should have signaled pradent and conscientious counsel to procced no
further. Its inclusion on HMR's privilepe log provided further confiitnaiion (o FI'C staff that the

production of the document was a product of inadvertence.
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Everything about the letter ought 1o have put Commission stafl o inquiry.* Staff’s failare

ta seek puidance from HMR as to the inadvertence ol the decument’s disclosure in the face ol such

tell-tale gipns of tnadvertence, and in light of the time sensitivities repeatedly expressed by HMR

to Commission staff, is contrary to both the staff's ethical obligations and professionzl litigation

practice.*

43,

ARIMLT

Camplaint Counscl cites to a footnote In the Bar Opinan in support of its assertion that its silence and inacton
in the face of these numerous warning sipns were appropriate because the leticr was produced io Commission
staff as part of 2 larger production of docwrments by BMR. (FTC Br. at 13-14) When taken in context,
howevet, the langrage from the Bar Opinion cited by Comoplaimt Counse] dots not support Complaing
Counsel's proposition. As ke foomete makes clear, in ciicwmseznees where the only potentizl sigr. of
madvenence is a privilege lzpend and such legend has becn indizcrmninatclhy wand, the legend loses its jags]
sigpificenee and “the receiving lawyer may be entitled {o assume with respect w the docurment was being
voluntarily warved,™ Legal Ethics Conpnl of the DLC. Bar, Op. No. 256, n.12 (1995) {emphasis added). Here,
by contrast, the privilege legend was just one of a senes of 12eial and contextual feamres that put FTC staff an
notice of its inadvertent production, those features confirmed that the document was privileged and thal te
privilege marking was not used “without regand to whather the decument was actuatly entitied to some logal
evidentiary privilege™ (id }, and the “privilepe” stamp was not mdiscrrninately used in the production. As the
collection of facial and contexinal charmactenstics malkes clear, Cornplaint Counsel s supgestion that "[n]othing
suppected that the letter was not meeoded to be meluded in fhe proaduction” (FTC Br. al 14) is without
foundationg

Fep Telephenics Corp, 32 Fed I, ar 381-62 (criticizing defendancreciptent's failure 1o act following
inadvertent distlosure of privileged dovusnent by praducing plaiwtiff ae pan of laeger docnment produchion;
*MNorwithstandmyg plaintiffs steps to mark the docwnsnt and notifly defendant of its mtent not W prodace
priviieged material, and notwithstanding, plainti®s counse] brizg on site during the actuzl preduction or
otherwise available, defondant did mt alert plaintiff when it found the [privileged document]. Instead,
defendant shared the document with its several representatives at the produstion and took notkts an the
document ) Firel af America Bank, R6EF_ Supp_at 220{where seven-page, clearly marked litipation smatepy
Ietter from aftomrey o client was inadvertently produced to BTC, “comumon sense and a kigh seasitivity toward
ethics and the imperiance of attomey-client confidentdality and privilcge should have immediately caused the
[RTC 5] attemeys to nobify defondant's counse] af his office’s mistake. .. While Jawyers have an oblipation
to vigorously advocate the positions of their clients, this docs not include the obligation 1o lake advantape of
a clerical mistake in apposing counsel’s office where something so important as the anoraey-client prvilege
iz itvolved. ™) Hydraffow, fne v Enidine fic., 145 FR.D. 626, 638 [W.DUNLY . 1993) (Doting that, even while
asserting waiver, “Defendant's sonnsel promptly, and conmendably, . ofonoed (he ol amd Plapil™s
covmsel that the [privileged] documents [that wers the subjret of 2 mustion to compel Gled by defondant] filed
with the court . . . bad also been delivered 1o his office™); Pepper’s Steel & Alloys, Inc., 742 F, Sopp. at 645
{critical of recipient’s tailure bo retwn privileged documents raistakenly included o Jarger doeument
production; “AT best, g situations are nesolved amicably, by counsc]l rebuming documents which are
obvicusly privileged and inadwvenently producsd. It is unfortunate that such could not be the case here and thal
the Court was forced to expend a great deal of time on this relatively minas maner. Howeves, such has been
the cace thronphont the eonrse of this Btigatian ™); s2e 2fen fn re Sovtkeasr Banking Corp. Secs. & Laan Lass
Reserves Litig,. 212 B.EL at 356 (counse] given acoess {0 documenis should bave known from cocarnstances
“thai he had accidentally come into posscssion of privileged matenials” and “admit|t=d] that the decmocnts
were conspioususly labeled a3 comfidenitnal and privileged,” but nevertheless failed o notilfy producing pary

{eonlinaed..}
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d. Waiver is Inappropriate Since Only One Document Among 3
- Sigoificant, Accelerated aad” Time-S¢nsitive Production was
Inadverienily Prodoced

The “scope of discovery™ clement is intended 1 evaloates the volume of discovery belween
lhe parties as compared 1o the amount of privileged materia? inadvertently disclosed i the matter.
See Asian Vegetabls, 1995 WL 491491, at *7. The inadvertent disclosure here occwrred in the late
stages of a roliing production that produced approximately 20,000 pages of documents. Only one
copy of one privileped document — 2 nine-pape lagal opinion Jetter — fell through the cracks when
it was produced xs pant of 4 set of documents that were collected, reviewed by Legal Departrent
personne! for privilege, Bates-stamped, copied and sent to FTC staff in a 24-hour period.

The November 21 stage of the preduction was accelerated becanse, by the time the FTC had
responded to HMR's repeated efioriz to modify the transaction andfor the seope of the second
request to expedite antitrust clearance of the Rugby transaction, IIME, was facing 2 “drop dead”
provision in its sale agrecment that would po into effect less than 10 days from the production date.
HMR alsa felt pressured to produce documents quickly becanse each day of delay beyond this
“walk-away™ date was expected to resull in an erosicn of Rugby’s value as key personnel responded
to the uncertainty presented by FTCs drawn-out review.

When viewed in light of the significant volume of documents cdllected (both internally and
from outside sources such as outside eounsel and securities professionals) and reviewed by HMR
i-house and outside legal personne] and produced to the FTC in the few weeks following the

determination of the scope and procedures of the “‘quick look™ review, HMR's inadvertent

44, {..contmued}
{FDIC) of discloswre and made copies of privileped docwments; recipicnt discounicd conspicuous privilege
kepend om the grounds 1hat “the FDIC wauld have put that label on a rali of toile paper™; count concludes that
“[dhis bype of conduct is unacreptahle™).
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preduction of a emgle mine-page privileged docwment c?nstitutes *a relatively small number of
privileged documents [that] wers disclosed in companson 1o the total number of documents
praduced.” See Asian Vegerable, 1995 WL 491421, at *7, see Starway, 187 F.R.D. at 596-97
{(inadvertcnt production of four-page memotandum from aitomey to chent that was conspicuousky
labeled attorney-client privileged as part of & document production that totaled appreximately 541
papes — which (he courl calied *'a significant number of documents™ — in response to 10 requests for
production did not give rise lo waiver of privilege as 10 that docoment?.
e, The Letter Has Not Played Aay Signilicant Role in this Case

.The fourih facior, concerning the “extent of the disclosure, “considers the extent to which the
document has been incorporated into the recipient’s case preparation at the time the diselosing party
brought its error 1o the meipient’s attention. See, e.g., It re Grand Jury Investigation, 142 FR.D.
at 281. Courts typically evaluate the extent to which the recipient has incorporated privileged
materials into its case preparation, such as by use at depositton or as an integral pant in faming

dispositive moticns.*?

43, See alro fn re Grand Jury fmvestipntron, 142F.R.D. 276 (M DLN.C. 1992 ) £ no waiver by inzdvertent disclosure
where 18 privileged documemts produced out of 22,000 pages of documents produced); Lo Sportswear,
LLEA, Inc, 104 F.R.ID. at 105 (zo waiver by inadvenient dizclosere where 22 privileged dwuments produced
out of 16,000 pages of documents reviewsd); Dot Sys. of N, Tec., 1981 US. Dist. Lexds 10290, at *9-17
{0 watver by inadvertent disclosure of “only one five-page document™ amidst 2 production requiring revicw
of “thouzands of documens"); see generally 2 Paul . Rice, suprg § 972, at 33334 (“the fower ihe ouraber
of undetecied privileged communications relative 1o the tolal volume of produciion, the momc conscientious
the client seems o kave been™).

46, See. e.g. Zapara. 175 FR.D. at 578 {“extent of disclosure™ element does not support waiver where “the ne
of [the privileged tnaterial] has been minimal™ and “the briel questioning by [opposing connsel] duping . ..
deposttion [of disclosing panty’s expert] is the cnly use of the [privileged material® in the enttre case™);
Hydraflow, Ine., H4SF.RD. at 637-38 (neving that caurt must consider “[the degree to which the dizclossd
information has been allowed to "weave fiselfl indo the fabric” of pro-trial discovery 30 a3 1o croate reliasce by
the opponent,” failure to demonsirate that imadverteatly disclosed documents “have become directly involved
in the discovery process™ resubs in conclusion that “there is oo showing of any sionificant reliznce on the
dacyments™); fn re Grand Jury Favertigation, 142 F.RD. at 28] (ducuments inadvenently produced 1o
govemment mvestigator that had not been presented 1 grand jury nor shown to withcsses or oxpents “have pot

{continued...}
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Here, the letter was produced during e merger invc;t:igaﬁon which was unrelated 1o this casc.
In fact, FTC stalf was aware of HMR s inadverienl prodociion ¢laim {December 16, 1928) ten
months before FTL began its formal investigation into the Stiipulation and Agreement {Cctober 15,
1998) and fifisen months before it filed the instant Complaint (March 15, 2000). Thus, FTC was
wel] aware of the inadvertency of the produciion long before it commenced this case. Moreover, it
hegs to be noted that the letter was introduced as an exhibit in Mr. Sttatemeier’s depositien in the
Rugby mvestigation and in a depaosition of Mr. Spears in the mvestigation that preceded the
Commission’s Complaint. Counsel for HMRE objected to staff’s use of the document in each case
and neither deponent was permitted by counsel to answer any questions concerning the substance
of the letter.” While Complaint Connsel has included the Jetter on its st of confidential dacuments
that it may later melude in a moticn or other document to be filed with the Court, o daie the
document has not been teferred to in any motion, pleading or other decument in these or any other
procesdings. Finally, the letter has notbeen identified as 2 dacument upon which zny party’s expert
has relied. Under these circumstances, disciosure must be considered te be minimal.

Complaint Counsel suggests that the letier bas permeated this case because Comumission
attorneys have “regd and analyzed” it (FTC Br. at 11, 12, 13). Yet Complaint Counsel cannot point

to a single depositien, pleading, motion, or other concrete aspect of this case in which tha letier has

dg, (_..comrinuad)
won ked their way into the febric of the case,” thereby minimizing cxtent of disclosure); KCPEL 133 F.RD.
at 172-73 (on balance, extent of diszlosuss weighs sgainst waiver where {i) one privikeged document, theugh
Mentified 1n one deposition, was mel with objection from disclosing party's counscl and tastimany concerned
fmmdational and incidental, rather then substzative, details of the dacument and (i) thouph the privileged
documents were aliegedly nsed to prepare an amended countercliin, the documents were peither crasial 1o
nor even referred tn in such counterclaim.

47, See FTC Broat 15,
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played 2 significant, much less critical, role.* Regardless, intensive review is not the same as
extensive disclosure. KCP&L, 133 F.R.D. at 173, Since the jetter *hafs] not worked [its] way into
the fabric of th{zs] case” and can therefore “be protected rom becoming, in {11self], evidence in the

case,™ the extent of disclosure in this casc tips decidedly in favor of preserving the letter’s

—

privileges.

48, [n its bref, Complaint Counsel describes the Jetier as "a critical docwment™ (FTC Pr. at 12), yet nowhers
depunstrales apy concrete, significant rele that the documnent bas played th any deposition, mation, filing with
this Caourt, & any ather objective mdicator of case preparztion. Such bare, unatipparted hyperbole carries ao
weight ifl detoromiming whether the privileges attzching 1o the letter will be wajved,

40 See I re Grand Jury Investigaiion, 142 F R D ar 281,
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£ Consideraiions of Fairoess Demand that the Privileges Attaching to the
- Opinion Letter be Preserved.

Finally, HMR respestfuily submits that fundamental faimess and the inlerests of
justice demand that the attorney-client privilege and work product protection be preserved for the
Jetter and that Complaint Counsel be prohibited from retining the document or using it in its case.

i A Waiver of Privileges Would Prejudice HMR and Ttimately
Impair the Commission’s Performance of its Investigative
Actlivities.

This docement contained ail the carmarks of an inadvertent production — from the privilege
header, fo the identity of the correspondents, to the case caption, 1o the explicit response (o & request
for advice, to its listing on HMR s privilege log - and 2 prudent recipient would have been aterted
by these glaring “red Mags.” Rather than notify, and scck guidance from, HMR, however,
Commission counsel aliegedly spent three weeks reviewing the document before HMR’s counsel
discovered the inadvertent production and sought the document’s returm. By faling to natify HMR
of its receipt of such an auspicious document, Commission staff deprived HMR of the very
meaningful opportunity to object that Compiaint Counsel now elleges that HMR failed timely to
exercise. See KCP&L, 133 F.R.D. at 174 (“Defendant fortuitously obtained the privileged
documents. It could not have expected to obtain them and could not have reasenably relied on them.
To the extent delendant did rely on them, 1t did so without plaintiffs’ knowledge or consenl. Thus

plaintiffs had no opportomity ta object to defendant’s use of them.”). Fairness dietates that such

praciices should not be rewarded with a watver.
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Murm_:w-:r, the policy behind the privilege — one of the factors to be weighed i a faimess
analysis™ — weighs in favor of maintaining the privileges. “There is an important socistal need for
people to be able to employ and fully consult with those trained inthe taw for advice and guidance.”
(Gray, 86 F.3d at 1482, Accordingly, standards for waiver of privilege must be wiclded with care
to avoid “chilling cormunications between attomeys and clients.” Id. HMR acted with prudence
and in accordance with the fumdamental objectives of the privilege when it sought advice of connsel
as ta a0y legal implications presented by the Stipulation — ai! the more so since the Comnrmissien had
only recenitly closed an jnvestipation into HMR's patent litigation practices concemning diltiazem and
other products. In light of the reasenable procedures fellowed by HMR (0 maintain applicable
privileges and the time pressure that it faced during this accelerated production of documents, the
interests of justice would not be served by a finding of waiver.

il Complaint Connsel’s Claims of Reliance znd Prejudice are
Without Merit.

Complaint Coungel essentially makes three fairmess arguments. First, Complaint
Counsel asserts that the letter “is directly relevant to a key issuc in the ¢asc.” (FTC Br. at 12.)
Second, Complaint Counsel alleges that it refied on the letter in some unspecified way and that a
finding of non-waiver wonld require Complaint Counsel to engage in a fiction of expunging from
its mind any memory of the docement’s content. (See &4, at 1-2, 12} Third, Complaint Counsel
sugeests thal, in any cvent, it 15 nol inherently unfair to “allow the truth to be made public.” {/. at

12.) Complaint Counsel’s arguments are not persuasive.

50 ECPAL 1M3FR.D ar174.
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_Asto Complaint Counsel’s first faimess justification, while courts will conmider the
reievance and probativensss of an inadvertently produced documem in evaluating the relalive
farmess af maintaining or waiving the privilege, even a Iinding

[t]hat the decuments are relevant and probative does not defermine

the waiver question. The court alse weighs other facters, such as the

policy behind the privilege. If the altorney-client privilege is W serve

its purpase of fostering attomney-clien! communications, then

docurnents inadvertamly produced shouid not lose their privileped

status withcut some substantial reason.
ECP&L, 133 FR.D. at 174, see alse Starway, 187 F.R.I. at 398 {1ejecting recipient’s fairmess
argument that inadvenently produced privileged document was favorable to, and would help
recipiett prove, recipient’s case; “The interests of justice does |sic] not weigh in {the recipient’s)
favor where the onteame of the dispute 15 1o deny lum something to whichk he was never entitlad ™).

Complaint Counsel’s argument that il relied on the document also falls shon of the
showing necessary to find 2 wailver. Complaint Counsel must demonstrate that its alleged reliance
was reasonable.” [t canmot do so, HEMR first acted o obtain the document’s return a mere thres and
a half weels after its production, and immediately upon discovery of its ertor, @nd has made repeated
efforts thereafter to ohtain its return. Beczuse of the FTC staff s silence, this was effectively HMR 's
Tirst opportunity to obiset to the FTC's possession arkd use of the letter.  Any alleped element of
“reliance” resultmg from the FTC staffs review of the document during the penod thal staff failcd
o disclose its production and verify its inadvertence cannot be reasonable. Moreover, HMR s

earliest efforts io recover the letter, in Deccinber 1997, preceded the opening of the Commiszion

nvesbgation that culminated in this Complaint {Qctober 1998) by almost a ycar. Despite HMR s

51 e, e, KOPEL, 133 FRADL 2t 174 (faimess mulitates against waiver where recipient could not have
reasppably relied on inadveriently produced document).
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repeated cfforts’to retrieve the document it what even Complaint Coungel has referred to as a
separate and unrelated investigation, Complaint Counsel now alleges that it has rehed on the
docurnent in unspecified ways in this investigation. Under these cir¢umstances, any prejudice that
might result to Complaint Counsel from recogrition of the privileges is 2 prejudice of its own

creation.

Complaint Counsel's suggestion that kmowledge of the letter cannot be cxprmged
from the minds of Commizsion staff who jm;:;mperly reviewed the docement does not preciude the
entry of effective rehief to prevent waiver of the privilege. Simce the Jetter has not figured
prominently to date in any mation or other document fited with the Court or in any deposition in this

action,

confidentiality can in some measure be restored. ot at leasi further

erosion can be provented.  Of course, the minds of the government

attarney and investigator cannot be expunged, but the document[} can

be protected from becoming, in [itsell], evidence in the case. The

restoration of privilege that would be effected by a court order would

not be meaningless or an empty gesture.
I re Crand Jury Investipation, 142 F. RD. at 281. Conversely, any alleged prejudice to Complaiit
Counsel that might arisc from denying its waiver claim is aresult of staff’s and Complaimt Counsel’s
Own improper review of the document befare (and withont) notifying HMR, their improper refusal
to renirn the document upon HMR's prompt request, and their commungling of a document that was
the subject of an outstanding privilege dispuic with a second, separate investigation. Inlight of'these

circumstances, 1 find waiver because “it is impossible to ‘unring the bell™ (FTC Br. at 10) “would

give recognition and reward to [such] sharp practices . . ., and is contrary to standards reasonably
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penaining to discovery conduct.” Telephonics Corp., 32 Fed. Cl. of 362.% The interests of justice
would n;:lt be served by such a resnit.

Finally, Complaint Counsel’s third justification — that waiver of privilege is
inherently fair because it furthers the truth-seeking process — is little mote than another attempt,
however indirect, 10 argne faor the application of a per se rule of waiver- — a rulc of deciston that,
as previously noted, Commission inbunals and most eourts have reflised (o embrace. Many rules
af evidence, and virtually every privilege, arguably impair some pure “truth-seeking” ideal, yet this
surely cannot justify their abandenment. The evaluation of the effect {if any) that an madvertently
disclosed privileged document may have “on the search for muth” must be tempered, at the very
least, by considerations of the policies served by the asserted privileges. See KCP&L, 133 FR.D.
at 174,

On balance, therefore, the interests of justice heavily favor the maintcnuance of the
privileges and the retumn or destruction of the lefter.

III. CONCLUSION

WHEREFORE, for the reasons set forth herein, Respondent HMR respectfully
requests that {his Court enter an Order {i} denying Complaint Counsel’s motion regarding waiver
afattomey-client privilege and to compel answers to deposition questions, (11} compelling Complaint

Counzel to retum ot destrov the original and all copics of, and notes, entries and other matcrials

53, Moreover, any prejudice o Complaint Counsel “is minimal, inasmuch as they are not entticd o discover
privilaped matcrial, and their receipt of thef } docureent]] was a windfzll.™ Pepper 5 Steel & Allovs, fnc., 742
F_ Supp_ at 645

53 €f Floyd v. Coors Brewing Co., 952 P.24 797, 808 {Colo. Ct App. 1997}, rev'd on ather grounds en bane,
978 F.2d 663 (Calo, 1999] (deseribing case quoied by Complaint Counscl for thiz proposition - FOFC v,
Marine Midland Reafty Credit Corp., 138 FELDL 473 (ED, Va, 1991] ~ as a de facre per se casc in the same
category as M re Sealed Case, 877 F,2d 974 (R.C. Cir. 19393).
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relating to, the inadvertently produced Jetter, and (jii) prohibiting Complaint Counsel from using the

letter during any deposition, during the presentation of evidence in this case, or in any other manner.

Pated: October 11, 2001

UL L

Respectiully Submitted,

James M. Speags—" o

Paul 5. Schleifmat

. Edward Wilson, Ir.

Peter D. Bermnstein

SHOOK HARDY & BACOMN, LLP
600 Fourtccnth Street, N.W., Suitc 800
Washington, I.C. 20005-2004

(202) 783-8400

James R, Bigzner

Scott E. DuPree

SHOOK, HARDY & BACON L.L.F.
1200 Main Street

Feansas City, MO 04105-2118

(816) 474-6530
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UNITED STATES OF AMERICA
BEFORE FEDERAIL TRADE COMMISSION

In the Matler of

Schering-Plough Corporation,

a corparation,
Docket No, 9247

Upsher-Smith Lahoratories, Ine.,

a corporation,
PUBLIC RECORD

and

American Homte Praducts Corporation,
a corporation

A e ot At e - P RV

SUPPLEMENTAL DECLARATION OF sweasasnnse [N SUPFORT OF
RESPONDENT AMERICAN HOME PRODUCTS CORPORATION’S MOTION
FOR A PROTECTIVE ORDER

1, sssasvenss declare as follows:

i | Al $#4 e msaannaanaasasusdsdsnassbasssssnnarannansnnans
T I L L
sesvenasnve, [have personal knowledge of the facts set forth herein.

2 T zubmit thiz declaration in reply to certain points made by complaint counsel in
their Opposition to AHP s Motion for Protective Order, served on Getober 19, 20010

3. In their Opposition, complaint counsel question why 1 did not assert attorney-
client and work product Objections to seseasessasasossssssnrsssnserans
ssssaseass, [nparticular, they question why [ did net raize such objections even
though I withheld cerlain «»« + » o » o » s dacuments as privileged tn response to a

subpoend duces tecum issucd 10 AHP by the Federal Trade Commussion {(“FTC™) an

November 5, 1999



4. Complaint counsel claim that no instructions were given to the sttorneys
reviewing fhe documents for privilege. That is not tnie. It is important to note that these
attomoys were experienced at performing privilege reviews and done §¢ on varous prior
occasions. The atiorngys reviewing the documents for privilege were miven a list of in-
house counsel and relevant cutside counsel and knew to pull documents containing those
attorneys” names. They knew to pull any documents that contained privilege or
confidential designations or that were on legal stationary or letterhead. They also knew
to pull any documents that appeared to comiain discussions relating to legal advice and
any docwment they thought conld even potentially be povileged.

5. The Commission’s subpoena cafled for all responsive documents to be produced
within thirty days. AHP responded with its first production only a month later 1n
December 1999, See Letter from Randal Shaheen to Daniel Kotchen, December 240,
1999, atlached as Exhibit “A” hereto. in February and March 2000, sseesesnan
sansasassnssnsensseethat caried a “Confidential Attorney-Client Privileged For

Settlement Purposes Only” designation. I also ssssssnssssssaasanancsnenanss
LA L S R A RN NN L ERNNENESNENJENENENERESJ.ENESNEERJERENRJNENSJSJESEHJEI]ESHJEJLJJIJI N BB IR LN L

T T T LI
R RN PRI PR PRI RPN AN,

6. Approximstely seven months afier the inadverient praduction of the documents,
Karen Bokat of the TTC contacted =« == « = =and requested the deposition of, among

others, the person within AHP most knowledgeable about ssssrsasasssssncsnes
LR N NN R NN NN ERENNEENLRERRNLS.ENELENERSNESNERNENRESEENENSERNERERLENERZSZSRNZNSEZJ.REIH®.]
L EE S A ENSEINES ENNIERESENSILINENENNIRESENNERNRERRBERSERNEERESERENLNRERNERNS.SNIHE.]

L E X B EENNIENESELENSIEIRESENNLIRERENNENESERNNRENRENRERZNEREZNHEN]



7. In their Opposition, complaint counsel meorrectly assume that no investigalion
“mscmEMﬂﬂdmgmﬂME--i--ticiciiiiniillhi--l--lf----t-tiil-i[

Tha[agsumptignigincﬂn‘cct, P g A T T T T T T TN
'*TETESEAEIEEE SR RRER R RS R RRR R RN R R N EN RN B NN NN R ENERESRENIESE}NZJSHN};HE}.J]
'TEE I AEEREESRE AR RN AR R R R R R R RN BN ENDREIEESSHEHSNRHSEDSR.SZSNRIE®RJHERJRIEJERJE-;NMJ;ER.]
e N T Y S R R T LI Ty
T Y L R T N T I RN L TR I T Yy
A RN ISR A E A B A AR E AN R S SRS AR R RSN RS RO NSO PR RO TSP NTIRIRS

L E AR NN RE AR ENR LR LNERRLLRLSRLELRESE LR
4 During = =+ » « « sinvestigational hearing « s« e s s » s s s 2 s approximately 7-§

months aftcr the = = « = # » «» » has been produced to the FTC, FTC ataff questioned

[ EEE RS EREERER R R R R RN R RS R R RRR R R RRERERRERRRRE R R R R R RESRIERERRERNRLSR.]
LB B R R N NN BEREN NN REENSNENRENSSERNEENERNSENLERRERNNLERSSERESLERSNENRESNHEER.!]
-lllIll.-"li'."1‘"-"'"I.I'f.'..'l..lI'l‘...Il‘li-..I'l‘".'i"
ammr R R A b e s ARSI ARt ub Attt b ababn s a s nan et et at b
e
o
messnanmmdbabbndbks bbb d ks bbb rrarE RS N E S SAd REREEFAESEE S BERSERSE RS &
(R RS RN LN RENEENERENESERENNNERENERRESERENNILINNENSEN RN NE R RN R RN NN
I E NS RN ELNRENYANERNERESERNNENDENEREESNERERIENNSEN RN R RER NN NN
(RS R RN N LERENNINERSRERERENNNDENNRREEREREI N RENEN RN R RN RSN RN NN ]
LA R B AR A S R LA A AR R A RN LR RLENSLLLRESRNLERSESNLERS;
LA SR B RN A ENREEERLEEREELSEEEENEERERESEEREERENEENESERNENEERERSEEEERNESENERZSSN]
AN BAIEE RSN IEA st Attt e aRR R EsARsRAERER AR
AN B AR MM NS NTARSARESA et dnitbe e aRsaERaRA s RAR AR AR SSsA

A4 §aAEASS SAESASESAREARS SRR S R FEFETAERES ERA RS AR AR R R



[N N RN ENNESNEENSNEELRENRENRJSNERERNSEHNJEEZSJNEJELJEJEESERJEERJEJELNJNJLE BRI ENES:N]

[ EXIFRERE _ERSERESAEEREENEENEERNENRENRNN)]

9. Complaint counsel note that there is a tension between # » » # » awjllingness o
vasaseesessesafromproduciion on grounds of prvilege mn response to the FTC s
November 5" subpoena and »» » » » sdecision not to object to questiening regarding
srescvemensassnesiabrannsnannnaanars, As]explained in the prior
]]al'agj[‘ﬂp . [ A AR RN AR EELEERNSRRRRERERREEERENRRERREYERERNENRERNND
T T e e e I I I, I I mrmT T I TTrT T
e I nInnITmImTmmImIm I It
[ E R R X R R R RN IR RN R R RN R R R R R R R EN RN R RN RN RN R RN R RN E RN RS RN RN Y]
e nnnnynynnnmnmrmnmmmmmmmmmmmmMmm MMM mTmMm TMTmTIIIIO
R nnmnmnmnmmIImnmm ImMmMm m I M ™M™ I I™™TMTIIIIT
LA R N R R BN LN LLNEELESEELERLESE SRS ERNESERESRERREESREENERENRNN SRR NERRENN]
LN e mmmmMm MM

LA A R A RN R NLESEELENLESSERESELESNERESENEREENEEREENENENFENENEENENEN NE B N

NI o
10.  Complaint counsel further question why AHP, or its counsel, did not conduct a
further investigation regarding e swssvesensovssssasncusnnnmse simmediately
following » » » «  # + » s sinvestigational hcanng. it is imporiant to place this issuc in
proper context. Both prior to and during « » « = w v  + » eyas unable to recall the origins
Of sesaveanne, Thomsassenessessuncnannannsenssssntssnnaannnnas

LR A R L L LRI AR R RN RN RS N P R N Y T R YN R Y RSN YE Y]
LA R R R L L AL ENSE LRSS RN LE EERENE YRR R RN IS I E RS RSB EETESEETELY)
LR A R A A A LA R R RSl BN ERIEENERERE YN EE N FE R N TR R R E R L]
AL FESERAS AAARAARAAESA AR T RS BASRS PR SR A I E AR NN ER R ARk PR R

LA A B A R ENRSEEESEERLAELENERN BN ERERE NN F YT N R R A E R Y FE T E T Y



'YREEERESRERTERSRESRERNESNE SRR AR R ERR LR RN R LR RN LI LENESEIELELRE)
'ERERI AR _ERNS R RRRRRR NN ETRESRRE SRR LENERNSENS.LENLERLRJ.LRESHNEJLELLLERSE.
'S EERSERIERNERRER R R FORR N R ESR RS RER R R RN LN RNELRLNESNJLELERSDR.

'ERRRE SRR ENS R RN RRRERRRREERDERNERNELSNLNESESLENENESEJNJNLRJEJEJEEZJSENERES..

I declare under penalty of perjury that the foregaing is trug and eorrect.

Executed on November » 2001

Respectfully submatted,

LI R N B BN N B K N NN






ARNOLD & PORTER I
555 TWELFTH STREET, N.WwW.

o TR
WASHINGTON, O.C, 2000-4-120F _
= LD ANGELES
RAKDAE H_ SHAHEEMW 202 GaZ 500
120 Daz-ETad FALSIMILE : 1208 | Sk S LONDIH
December 20, 1959

BY HAND DELIVERY

Daniel A. Kotchen, fisq.

Federal Trade Cormmission

Room 3410

601 Pernsvlvania Avenue, N.W.

Washington, D.C. 20580
Re:  AHP, File No. 9910256
Dear Mr. Kotchen:
Encloged please find materials response to Paragraph 1, 2, 3 and 4 of the above

referenced Subpoena, American Home Products is designating these matenals as
confidential pursuant to the Commission’s applicable rulss and regulations.

Sincerely,

Cad Al

Randal M. Shaheen -



UNITED STATES OF AMERICA
FEDERAL TRADE CONVMMISSION

“In the Matter of

. SCHERING-PLOUGH CORPORATION, Dockel No, 9297
a corporation,

UPSHER-SMITTI LABORATORIES, INC., PUBLIC YERSION
a corporatiott,

and

AMERICAN HOME FRODUCTS
CORPORATION,
a corporation.

To:  The Honorabie D. Michael Chappell
Administrative Law Judge

COMPLAINT COUNSEL'S RESPONSE TO AHPS REPLY IN SUFPORT OF MOTION
FOR PROTECTIVE ORDER

After two briefs and two rounds of declarations, AHP still cannot explain away its failure
OVET many mnnﬁ to proteet documents that it claims are highly cohﬁdanﬁal. For example, Mr.
Shabeen still cannot explain why he did #ethinzg after he knew that market forecasts similar to oves:
he had withheld as privileged had been turned over to the I'TC. Tn addition, AHP’s reply clearly
demonstrates that it failed to make even a threshold showing that the docurnents are privileged.
The reply repeatedly ciles “supplemental™ declarations that address for Lthe first lime such basic
issues as the extent to which the documents were maintained confidential or distributed te others
and the extent to which documents were actually given to, or their contents disclozed to, sftomeys

in connection with legal advice. In aliempting to explain away inconsistencies, the supplemental



declarations only serve to raise more questions about AHP's claims of privilege.!

QOur oppusilion papers lay out our position as to AHP's pnvilege clames. We submit this
brief response to address two new malters raised in AHP*s reply:  [irst, AHP s suggestion that
complaint counsel acted tmproperly in sending one of the documents to its economic expert,
Professor Bresnahan; and second, its assertions reganding Professor Bresnahan'’s eliance on live of
the contested documents.

1. AHPs Allegations of Improper Condnct Regarding Document 8 Should e Rejected

AHP contends that Professor Bresnahan’s reliance on Document § (AHP-13 00130-131)
was “without justification™ and insinuates that complaint counsel acted il]'l[:ll’crp;m']}" 1n scnding him
the docurnent. Reply at 37. These claims are based on AHP’s assertion that ot the time the
document was sent, complaint counsel knew that AHP was investigating the status of the
document. fd The facts show that complaint counsel acted in good faith.

- On July 20, 2001, Arnold & Porter altormey Cathy Hoffman notified complaint counsel that

AP claimed privilege for certain documents uscd without objection at Dr. Dey’s
mvestigational heaning. I addition, she noted that she was investigating the stalus of four

other documents, stating that Dey Exhibits 1 and 7 were “likely” pnvileged, and that AH_F SRR

13 00121-125 and AHP 13 00130-131 [Document 8] “may alzo be privileged. s

- Tive dﬁys later, Ms. Hoffiman wrote (hat she was still mvestigating two documents, but did

' For example, like Dr. Doy, Mr. Alaburda’s memory has improved with time and he
now recafls matters he was uncertain about in his earlier declarations. However, inchis

supplamental declaretion, Mr, Alaburda states that documents 1, &6, 7, and 9 were created by AHE - -

following a November 1990 settlemeni conlerence, but then includes documents G and 7 in the
aroup of decuments that he says were created mn response to an Aungust 1997 settiement
conference. Alaburda Supp. Docl. at Y 7, 8. -

2 SeeIloffman Decl. Bx. A (Leiter from Cathy Hoffiman to Andrew S. Gmsburg (Jul:.-'
20, 2001, appended to AHP s Motion.



not identify them.”

, AP made no claim that Document 8 was privileged until it filed its motion for protective
otder on September 27, 2001, more than one month after our expert report was due.

Furthenmore, the privilege ¢laim as to Document 8 was particularly suspeet. The document
bears the date “10/9/24." which is before the commencement of Schenng’s patent hitzation against
AHP {the suit that forms the basis for AHP s privilege claims). Indeed, AHP has finally conceded
that the decument itself is not privileped. It now asserts privilege only as to handwritten notations
on the docwment (Reply at 5 n.2), though to date AFIP has not provided complaint counsel a
reciacted version of the document,

‘I'hus, in early Augnst, when complaint counsel sent the last set of documents to Professor
| Brra;snahan before the August 15" due date for his erpeﬁ report, there was no reason to belicve that
Document 8 - which was not even onc of the “Hkely” to be privileged documemnts —was the
subject of a olaim of privilege, let alone actyally pﬁﬁléged. {Jge of thus document, by comp]ai.nt
counsel and Frofessor Bresnahan, was and continees to be cnrircly proper.

IL .'AHP’S New Contentions about Professor Bresnahan’s Report

Only in its reply brief does AHP divectly address the sin gle most inconvenient fact it must
cxpiain axt;ray: P'rc-fessﬁr Bresnahan’s use of five of the contested documents. - In additionto - -
shm'iriné fhe documents arc privileged, _E"::HP has the burden to demonstrate non-waiver under the
five-factor balancing test it advocates. This means AHP must show that the disclosure to-anduse
by fmfsssw Br—ssﬁahan of the documents should not result in waiver of prliviiéga. AP has besni

well aware since August 15" that Professor Bresnahan used the doeuments in his report.

*  See Hoffinan Decl Ex. B (Letter from Cathy Hoffinan to ‘Bradley 8. Albert (July 25,
20013}, appended to AHP’s Motion. '
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UNIEI> STATES OF AMERICA
BEFORE THE FEDERAI TRADE COMMISSION

In the Matter of

SCHERING-FLOUGH CORPORATION,
a corporafion

UPSHER-SMITH LABORATORIES, Inc.

& sorporation; and

AMERICAN HOME PRODUCTS
CORPORATION,
a corporation

Docket No, 9297

EXPERT REPORT OF
PROFESSOR TIMOTHY BRESNAHAN

Restricted Confijdential |

Atorneys Eyes Only



The remaining pages of the expert repost have beon redacted.



UNITED STATES OF AMERICA
FEDERAL TRADE COMMISSION

I the Matter of

SCHERING-PLOUGTT CORPORATION, Docket No. 9297
a corporation,

UPSHER-SMITH LABORATORIES, INC., ' IPUBLIC YERSION
a corpogation, :

and

AMERICAN HOME PRODUCTS
COFPORATION,
a corporation.

To:  The Honorable I3 Michael Chappeli
Admdnistrative Law Judpe

MOTION F'DR LEAVE TO FILE RESPONSE TO AHP'S REPLY IN SUPPORT {)F
MOTION FOR FPROTECTIVE ORDER

Complaint counsel requests lcave to file a brief response tv Respondent American Home
Products’ November 13, 2001 reply i support of 1is Motion for Prolective Quder, which concemns
AlIs claim of privilege for nine documents it turned over to FTC s1alT during the pre-cosmplaint

investigation. We make this motion because:

- AHP and complaint counsel have been unable i resolve the issucs raised hy AHP's
motion: and :

. AHP’s reply suggests that complaint counsel acted improperly in scnding one of the
docimients in question our to ecanomic expert, Frofessor Bresnahan, and makes new
assertions regarding Professor Bresnahan’s reliance on five of the contested documents.

Respectfully submitted,

Koo D Bedond-

Karen Boksat

Dated: November 27, 2001 Counscl Supporting the
Complaint



