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GENERIC DRUG ENTRY 
PRIOR TO PATENT EXPIRATION: 

AN FTC STUDY 

Executive Summary and Legislative Recommendations 

Pharmaceutical drug products have 
become increasingly important to providing 
consumers with a myriad of treatments and 
cures that increase life expectancy and 
enhance lives. It is critical to maintain 
appropriate incentives for the development 
of new drug products, because the necessary 
research and development is risky and 
costly. Innovation in the pharmaceutical 
industry, spurred in part by competitive 
market forces, continues to bring enormous 
benefits to Americans. 

At the same time, expenditures on 
pharmaceutical products continue to grow 
and often outpace expenditures for other 
consumer products. Pharmaceutical 
expenditures concern not only consumers, 
but government payers, private health plans, 
and employers as well. Generic drugs offer 
opportunities for significant cost savings 
over brand-name drug products. 

The Hatch-Waxman Amendments to 
the Federal Food, Drug, and Cosmetic Act 
have shaped substantially the current legal 
environment governing Food and Drug 
Administration (FDA) approval of generic 
drug products. Hatch-Waxman established a 
regulatory framework that sought to balance 
incentives for continued innovation by 
research-based pharmaceutical companies 
and opportunities for market entry by 
generic drug manufacturers. The 
Amendments compensate brand-name 
companies, in certain circumstances, for a 
lengthy drug approval process, which can 
shorten the effective life of patent protection 

for drug products. The Amendments also 
streamline the procedures for bringing 
generic drug products to the market. 

Beyond any doubt, Hatch-Waxman 
has increased generic drug entry. Generic 
drugs now comprise.more than 47 percent of 
the prescriptions filled for pharmaceutical 
products - up from 19 percent in 1984, when 
Hatch-Waxman was enacted. 

In spite of this record of success, two 
of the provisions governing generic drug 
approval prior to patent expiration (the 180- 
day exclusivity and the 30-month stay 
provisions) are susceptible to strategies that, 
in some cases, may have prevented the 
availability of more generic drugs. These 
provisions continue to have the potential for 
abuse. 

The Commission has taken antitrust 
law enforcement actions against certain 
brand-name and generic drug companies 
whose allegedly anticompetitive agreements 
took advantage of one or the other of these 
provisions. Through vigorous ‘enforcement 
of the antitrust laws, the FTC has taken an 
active role in ensuring that consumers 
benefit from competition in the 
pharmaceutical industry. 

This study examines whether the 
conduct that the FTC challenged represented 
isolated instances or is more typical, and 
whether the 180-day exclusivity and the 30- 
month stay provisions of the Hatch-W axman 
Amendments are susceptible to strategies to 



delay or deter consumer access to generic 
alternatives to brand-name drug products. 
The study focuses solely on the procedures 
used to facilitate generic drug market entry 
prior ta expiration of the patent(s) that 
protect the brand-name drug product. The 
study does not address other procedures for 
generic entry, and it does not address the 
patent restoration features of Hatch- 
Waxman. 

To accomplish the study, the 
Commission subpoenaed documents and 
information from brand-name and generic 
drug manufacturers, and examined instances 
since 1992 in which generic applicants filed 
an application with FDA seeking to enter the 
market with a generic version of a drug 
product prior to expiration of tl+e brand- 
name drug products’ patents.’ An increasing 
number of generic applicants have sought 
entry prior to patent expiration. During the 
198Os, only 2 percent of generic applications 
sought entry this way, but from 1998 to 
2000, approximately 20 percent of the 
generic applications sought entry prior to 
patent expiration. 

The brand-name drug products 
included in the study represent some of the 
largest drug products as measured by annual 
sales. They include ‘“blockbuster” drugs’ 
such as Capoten, Cardizem CD, Cipro, 
Claritin, Lupron, Neurontin, Paxil, Pepcid, 
Pravachol, Prilosec, Procardia XL, Prozac, 
Vasotec, Xanax, Zantac, Zocor, Zoloft, and 

’ These applications are technically referred to as 
Abbreviated New Drug Applications (ANDAs) containing 
a paragraph IV certification. 

2 As used herein, “blockbuster” is defined as a 
drug product that appears in the top 20 drug products (as 
ranked publicly by annual gross sales) during one ofthe 
years covered by this study. 

Zyprexa. 

Based on the data obtained through 
the study, we make two primary 
recommendations concerning the 30-month 
stay provision and the 180-day exclusivity to 
mitigate the possibility of abuse that deters 
more generic drugs l&m becoming 
available.3 

Recommendation 1: Permit only one 
automatic 30”month stay per drug 
product per ANDA to resolve 
infringement disputes over patents 
listed in the Orange Rook prior to the 
filing date of the generic applicant’s 
ANDA. 

The Current 30-Month Stay Provision: A 
30-month stay of FDA approval of a generic 
applicant4 is invoked if a brand-name 
company receives notice of a generic 
applicant’s paragraph IV certification and 
files suit for patent infringement within 45 
days of that notice. Filing of the lawsuit 
stays FDA’s approval of the ANDA until the 
earliest of: (1) the date the patents expire; 
(2) a determination of non-infringement or 
patent invalidity by a court in the patent 
litigation; or (3) the expiration of 30 months 
from the receipt of notice of the paragraph 
IV certification. 

3 The study did not provide data on whether, or 
how, the suggested recommendations might affect brand- 
name companies’ and g&tic applicant’s incentives to 
enter the market with new bmd-name or generic drug 
products. 

4 For ease of discussion purposes, the term 
“generic applicant” means those applicants who have filed 
an ANDA containing a paragraph IV certification. See 
Appendix A for a glossary of i%quently used terms. 

ii 



Key Facts From the Study: 

To What Extent Does 30 Months 
Approximate the Time Typically Required 
for FDA Review of a Generic’s ANDA or 
for Resolution of the Contemplated Patent 
Infringement Litigation? 

Thirty months historically has 
approximated the time required for FDA 
review and approval of the paragraph IV 
ANDAs of generic applicants that were not 
sued, and for district and appellate court 
resolutions of ANDA-related patent 
infringement litigation. On average, the 
time required for FDA review and approval 
was 25 months and 15 days from the 
application filing date in those cases where 
generic applicants filing a paragraph IV 
certification were not sued (and thus could 
begin commercial marketing once they had 
FDA approval). On average, the time 
between the filing of a patent infringement 
lawsuit and a district court decision in the 
case was 25 months and 13 days. On 
average, the time between the filing of a 
patent infringement lawsuit and a court of 
appeals decision in the case was 37 months 
and 20 days. 

In the future, patent infringement 
litigation brought by brand-name companies 
against generic applicants that have filed 
ANDAs with paragraph IV certifications 
may take longer to resolve. The data suggest 
that cases involving multiple patents take 
longer than those involving fewer patents, 
As of June 1,2002, for 6 out of the 7 cases 
that have been pending for more than 30 
months before a decision from a district 
court, the brand-name company has alleged 
infringement of 3 or more patents. 

Prior to 1998, for only 1 out of the 9 
“blockbuster” drug products in which the 
brand-name company sued the first generic 
applicant did the brrind-name company 
allege infringement of 3 patents. Since 
1998, for 5 of the 8 ‘“olockbuster” drug 
products where the brand-name company 
filed suit against the first generic applicant, 
the brand-name company alleged 
infringement of 3 or more patents. Thus, 
future 30-month stays may expire more 
frequently before the parties obtain a 
decision of a court in the patent infringement 
litigation. 

Has the Stti& Identzjkd Any 
Circumstances That Can Prevent FDA 
Approval of Generic ANDAs Beyond 30 
Months? 

Yes. If a brand-name company lists 
an additional patent in the Orange Book 
after the generic applicant has filed its 
ANDA, more than one 30-month stay may 
be generated. The generic applicant is 
required to re-certify to this later-listed 
patent, and if, upon notice of the generic’s 
re-certification, the brand-name company 
sues within 45 days, then FDA approval of 
the generic’s previously filed ANDA is 
stayed for an additimaZ30-months from the 
notice date or until a court decision in the 
newly instituted patent litigation. 

From 1992 through 2000, brand- 
name companies have listed patents in the 
Orange Book after an ANDA has been filed 
for the drug product in 8 instances; 6 of 
these 8 instances occurred since 1998. For 
the 8 drug products, the additional delay of 
FDA approval caused by the additional 30- 
month stay (beyond the first 30-month stay) 
ranged from 4 to 40 months. In all 4 of the 
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cases so far with a court decision on the 
validity or infringement of a later-issued 
patent, the patent has been found either 
invalid or not infringed by the ANDA. 

Arguments exist that the later-issued 
patents, which have provided the basis for 
additional 30-month stays, do not meet 
FDA’s requirements for listing patents in the 
Orange Book. (These arguments are 
discussed in detail in Appendix H to the 
Report.) Under current court rulings and 
FDA procedures, however, it is very difficult 
for generic applicants to test these 
arguments. Recent court opinions have held 
that Hatch-Waxman does not provide a 
private right of action through which generic 
applicants may challenge a patent listing in 
the Grange Book. The FDA has stated that 
it lacks the resources and the expertise to 
review patents to determine whether they are 
properly listed. 

Reasons for the Recommendation: 

One 30-month period historically has 
approximated the time necessary for FDA 
review and approval of the generic’s ANDA. 
Thus, it does not appear that the 30-month 
stay provision, as applied once to each 
ANDA for patents listed in the Orange Book 
prior to the ANDA’s filing date, has a 
significant potential to delay generic entry 
beyond the time already necessary for FDA 
approval of the generic’s ANDA. The data 
also do not indicate that court decisions in 
ANDA-related patent litigation typically are 
reached much earlier than 30 months from 
notice of the generic’s ANDA. 

The expiration of the 30-month stay 
may have more significance in the future, if 
ANDA-related patent litigation begins to last 

longer than was the case from 1992-2000. 
Generic applicants may rely on expiration of 
the 30-month stay more frequently as the 
first point at which they may decide whether 
to enter the market, rather than to wait for a 
court decision on ANDA-related patent 
litigation that may take longer than 30 
months. 

The history thus far of multiple 30- 
month stays caused by the filing of later- 
issued patents appears problematic, 
however. The 4 courts that have ruled so far 
on the patents causing more than one 30- 
month stay each have found the relevant 
patent to be invalid or not infringed. The 
other 4 drug products with multiple 30- 
month stays involved patents whose listing 
in the Grange Book could have been the 
subject of non-frivolous challenges by the 
generic applicant, had either FDA review of 
listability or a private right of action to 
challenge listability under Hatch-Waxman 
been available. 

Multiple 30-month stays prevented 
FDA approval of the generic applicants’ 
ANDAs for 4 to 40 months beyond the 
initial 30-month period. FDA approval may 
have occurred more quickly in the absence 
of the multiple 30-month stays, because the 
data indicate that FDA approval has 
occurred, on average, within 25 months and 
15 days for generic applicants with 
paragraph IV certifications that were not 
sued. 

Even without an additional 30-month 
stay, later-listed patents still receive the 
usual protections of patent infringement 
litigation. The brand-name company may 
sue for patent infringement with respect to 
any of its patents that it believes may be 
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infringed by a generic applicant’s ANDA, 
and may seek a preliminary injunction, just 
as other patent holders do against alleged 
infringers.5 

One minor change to the patent 
statute, which would clarify when brand- 
name companies can sue generic applicants 
for patent infringement, would ensure that 
brand-name companies have recourse to the 
courts to protect their rights under later- 
issued patents. Congress may wish to 
overrule a recent district court decision, 
Allergan, Inc. v. Alcon Labs, Inc., 200 F. 
Supp. 2d 1219 (C.D. Cal. 2002), which 
questions the rights of brand-name 
companies to sue for patent infringement 
regarding patents obtained or listed after an 
ANDA with a paragraph IV has been filed. 
Under the plain language of 35 U.S.C. 
$27 1 (e)(2), however, a2Z ANDAs constitute 
acts of infringement sufficient to establish 
the existence of a case or controversy with 
respect to all patents that claim any drug or 
any method of using the drug that may be 
infringed by generic marketing under an 
ANDA - regardless of whether the patent 
has been listed in the Orange Book or has 
been the subject of a paragraph IV ANDA 
(as opposed to a different kind of ANDA). 

To permit only one 30-month stay 
per drug product per ANDA should 
eliminate most of the potential for improper 

5 Thus, the usual patent protections would remain 
for brand-name companies whose patentsmay be listed in 
the Orange Book after the filing of a generic applicant’s 
ANDA solely because it took a long time for the Patent 
Office to issue the patent. 

6 This would be applied only to resolve 
inf%ngement disputes over patents listed in the Orange 
Book prior to the filing date of the generic applicant’s 
ANDA. 

Orange Book listings to generate 
unwarranted 30-month stays. However, it 
should be noted that, currently, the FDA 
does not review the propriety of patents 
listed in the Orange Book, and courts have 
ruled that generic applicants have no private 
right of action to challenge those listings. 
As a result, there is no mechanism to delist 
an improperly listed patent from the Orange 
Book. The lack of such a mechanism may 
have real world consequences in that the 
Commission is aware of at least a few 
instances in which a 30-month stay was 
generated solely by a patent that raised 
legitimate listability questions. 

There have been various suggestions 
to address this situation, each with its own 
pros and cons. One proposal has been to 
establish an administrative procedure 
through which generic applicants could 
obtain substantive FDA review of listability. 
The FDA, however, has taken the position 
that it lacks the expertise and resources 
necessary to perform such a review, and its 
solely ministerial review of Orange Book 
listings has been upheld by the courts. At a 
minimum, it appears useful for the FDA to 
clarify its listing requirements (see 
Appendix H). 

Another remedy that may warrant 
consideration would permit a generic 
applicant to raise listability issues as a 
counterclaim in the context of patent 
infringement litigation already initiated by 
the brand-name company in response to a 
paragraph IV notice corn the generic 
applicant. This would permit resolution of 
the issue in the same district court 
proceeding in which other aspects of the 
relevant patents were at issue. It remains 
unclear how frequently such a provision 
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would be used. 

Recommendation 2: Pass legislation to 
require brand-name companies and 
first generic applicants to provide 
copies of certain agreements to the 
Federal Trade Commission. 

The Current 180-Day Marketing 
Exclusivity Provision: The first generic 
applicant to tile an ANDA containing a 
paragraph IV certification is awarded 180 
days of marketing exclusivity, during which 
the FDA may not approve a subsequent 
generic applicant’s ANDA for the same drug 
product. The 18O-day exclusivity period is 
calculated from either the date of the first 
commercial marketing of the generic drug 
product or the date of a court decision 
declaring the patent invalid or not infringed, 
whichever is sooner. Through this 1 go-day 
provision, Hatch-Waxman provides an 
incentive for companies to challenge patent 
validity and to “design around” patents to 
find alternative, non-infringing forms of 
patented drugs. The 1 SO-day marketing 
exclusivity provision was intended to 
increase the economic incentives for a 
generic company to be the first to file an 
ANDA containing a paragraph IV 
certification and get to market. 

Key Facts From the Study: 

How Frequently Has FDA Granted 180- 
Day Exclusivity? 

The regulatory landscape 
implementing 180-day exclusivity has 
shifted over the last several years. Before 
1992 (a time period not included in this 
study), the FDA granted 1 SO-day exclusivity 
to 3 generic applicants. From 1992 until 

1998, the FDA did not grant 180-day 
exclusivity to any generic applicant. Since 
1998, when the FDA changed its regulations 
in response to a court ruling, and more 
ANDAs containing paragraph IV 
certifications have been filed, the FDA has 
granted 180-day exclusivity to the first 
generic applicant for 3 1 drug products. 
Thus, the 180-day exclusivity has been 
granted for 3 1 out of the 104 drug products 
for which a first generic applicant filed an 
ANDA containing a paragraph IV 
certification from 1992 through 2000. 

Has the J80-Days Exclusivi@ Been 
Triggered Most O@n by a Court Decision 
OP by the First Generic’s Comrnerciul 
Marketing? 

For 19 of the 3 1 drug products, 
commercial marketing triggered the running 
of the first generic applicant’s 180-day 
exclusivity,’ For the other 12 drug products, 
a court decision favorable to the generic 
applicant triggered the 180~day exclusivity. 

How Have Generic Applicants Fared in 
Patent Inftingemeflt Litigation? 

Generic applicants have prevailed in 
73 percent of the cases in which a court has 
resolved the patent dispute.* The rate at 

7 The data further indicate that, when not sued, 
first generic applicants begin commercial marketing, after 
receiving FDA approval, in a timely manner that triggers 
the running of the 180 days and thus would allow FDA 
approval of subsequent eligible generic applicants once the 
180 days has run. 

* These statistics include other cases in addition 
to those involviig the 12 drug products where a court 
decision triggered the 18O-day exclusivity. For example, 
during a time when FDA did not consider a district court 
decision sufficient to trigger the 180&y exclusivity, some 
generic applicants began commercial marketing following 
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which the U.S. Court of Appeals for the 
Federal Circuit reversed district court 
decisions of patent invalidity and non- 
infringement for drug products in this study 
was 8 percent. 

When Did Generic Applicants Enter the 
Market? 

In most instances, generic applicants 
have waited to enter the market until at least 
a district court has held that the patent 
covering the brand-name company’s drug 
product was invalid or not infringed by the 
generic applicant’s ANDA. 

Are There Circumstances in which the 
I80-Day Exclusivity Has Been “Parked” 
For Some Period of Time, So That the 
First Generic Applicant Does Not Trigger 
It, and FDA Approval of Any Subsequent 
Eligible Generic Applicant Would Be 
Precluded? 

Yes. During the time period of the 
study, there were 20 final settlements of 
ANDA-related patent litigation, Fourteen of 
the 20: at the time they were executed, had 
the potential to delay the start of the first 
generic applicant’s 180&y exclusivity.‘o If 
the 1 SO-day exclusivity for the first generic 
applicant does not run, then the’FDA may 
not approve any subsequent eligible generic 

expiration of the 3Omonth stay and a favorable decision of 
a district court. In each of these instances, the generic 
applicant ultimately prevailed in the appellate court, but 
commercial marketing, not the district court decision, 
triggered the 180-day exclusivity. 

’ Ten brand-name companies and 10 generic 
companies used these types of agreements with respect 
to14 drug products. 

to In some cases, this delay did not occur due to 
subsequent events. 

applicants. Once the 1 SO-day exclusivity 
runs, the FDA may approve any additional 
generic ANDAs that have been filed and 
meet regulatory requirements. 

Under 2 of these 14 settlement 
agreements, the first generic applicant did 
begin commercial marketing, but each 
generic was marketing the brand-name 
company’s product as a generic - neither 
was marketing under its own ANDA. As 
discussed in more detail below, it is unclear 
whether this type of “commercial 
marketing” is sufficient to trigger the 
running of the 1 SO-day exclusivity. 

In addition to the 20 final settlement 
agreements, there were 4 interim settlement 
agreements pursuant to which the patent 
litigation continued, but the parties agreed 
upon certain conditions in the meantime. 
The Commission has challenged interim 
settlements for 3 drug products.” In those 
agreements, the Commission alleged that the 
brand-name drug company paid the first 
generic applicant not to enter the market, 
thereby retaining its (unused) 1 SO-day 
marketing exclusivity and precluding FDA 
from approving any eligible subsequent 
generic applicants. 

Have Such Agreements Continued 
Following FTC Enforcement Action in this 
Area? 

Between April 1999 (shortly after 
FTC investigations in this area became 

1 ’ See Abbott Laboratories, No. C-3945 (May 
22,ZOOO) (consent order), available at 
<http:N~.ftc.xov/os/~000/03/bott.do.htnY (this 
consent order related to 2 drum moducts: Hytrin tablets and 
Hytrin capsules). Hoe&t A&r;on RotcsseJ Inc., No. 9293 
(May 8,200l) (consent order), available at 
~ttn://www.ftc.~ov/os/2001/05/hoechstdo.ud~. 
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public) and the end of the period covered by 
this study, brand-name companies and first 
generic applicants have not entered 
agreements similar to the interim agreements 
challenged by the FTC. 

Require Brand-Name Companies and First 
Generic Applicants to Provide Copies of 
Certain Agreements to the Federal Trade 
Commission 

Issues that merit antitrust scrutiny, 
Reasons for the Recommendation: 

The data in the study suggest that the 
generic applicants have brought appropriate 
patent challenges: generic applicants 
prevailed in nearly 75% of the patent 
litigation ultimately resolved by a court 
decision.12 Moreover, most generic 
applicants have waited to enter the market 
until at least a district court has held that the 
patent covering the brand-name company’s 
drug product was invalid or not infringed by 
the ANDA. This may reflect the fact that a 
generic applicant’s potential liability for lost 
profits on the brand-name drug usually will 
vastly exceed its own potential profits after 
market entry. 

The data also indicate that, when not 
sued, first generic applicants, upon receiving 
FDA approval, begin commercial marketing 
in a timely manner that triggers the running 
of the 180 days and allows FDA approval of 
any subsequent eligible generic applicant 
once the 180 days has run. Thus, the data 
suggest that, in and of itself, the 180-day 
exclusivity provision generally has not 
created a bottleneck to prevent ‘FDA 
approval of subsequent eligible generic 
applicants. 

however, may arise when brand-name 
companies and first generic applicants reach 
agreements that have the potential to “park’ 
the first generic applicant’s 1 SO-day 
exclusivity for some period of time. 
Fourteen of the 20 final settlement 
agreements obtained through the study had 
this potential as of the time they were 
executed. Such agreements may be 
procompetitive or competitively neutral. 
But they also may raise antitrust issues, as 
was alleged to be the case in the interim 
settlement agreements the FTC challenged. 

Given this history, we believe that 
notification of such agreements to the 
Federal Trade Commission and the U.S. 
Department of Justice is warranted, We 
support the Drug Competition Act of 200 1 
(S. 754) introduced by Senator Leahy, as 
reported by the Committee on the Judiciary, 
which would require that if a brand-name 
company and a generic applicant enter into 
an agreement that relates in any way to the 
180”day exclusivity or which concerns the 
manufacture, marketing, or sale of either the 
brand name drug or its generic equivalent, 
then both companies must file a copy of the 
agreement (or a complete written summary 
of any oral agreement), along with copies of 
any other related agreements, with the 
Commission and the Department of Justice. 

l2 The data do not establish. however, whether 
even more appropriate patent challenges might have been 
brought if the period of generic market exclusivity was 

Minor Recommendations to the 180-Day 
Exclusivity Provision: 

It is unclear whether a few types of 
longer than 180 days. 
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factual circumstances trigger the running the 
180-day exclusivity. Three minor changes 
would clarify that these circumstances 
should trigger the 1 SO-day exclusivity and 
thus reduce any potential for the 180-day 
marketing exclusivity provision to faction 
as a bottleneck to subsequent generic entry. 

Minor Recommendation 1: Clarify that 
“commercial marketing ” includes the first 

generic applicant’s marketing of the brand- 
name product. 

The data revealed 2 instances when 
the brand-name company and the first 
generic applicant settled the patent 
infringement lawsuit with a supply 
agreement, and 3 other instances in which an 
optional supply agreement was one part of a 
patent settlement. In all instances, the 
agreements contemplated that the brand- 
name company would supply the generic 
applicant with the brand-name drug product, 
so that the generic applicant could market it 
as a generic version. Currently, it is 
somewhat unclear whether marketing of the 
brand-name product by the first generic 
applicant constitutes “commercial 
marketing” sufficient to trigger the 180-day 
exclusivity.i3 

t3 In response to a citizen petition involving the 
30 mg strength of Procardia XL, the FDA determined that 
the first generic applicant was ineligible for 1 go-day 
exclusivity, because the generic applicant and the brand- 
name company had settled their patent litigation and 
effectively changed the generic applicant’s certification 
from aparagraph IV to a paragraph III. In addition, and 
under alternative reasoning, the FDA determined that even 
if the first generic applicant was eligible for the lSO-day 
exclusivity, that exclusivity already had been triggered by 
the generic applicant’s marketing under a supply agreement 
with the brand-name company. See FDA Letter to Deborah 
A. Jaskot, Docket No. OPP-1446KP1 (Feb. 6,2001). This 
letter leaves somewhat unclear whether a supply agreement 
alone would be sufficient to satisfy the commercial 
marketing trigger for the 180-day exclusivity. See, aiso, 

To avoid situations in which the 
running of the 180 days is not triggered 
because of this uncertainty, it would be 
desirable to clarify that “commercial 
marketing” includes any marketing by the 
first generic applicant, even under a supply 
agreement with the brand-name company. 
In some circumstances, such commercial 
marketing may be the only event that can 
trigger the running of the 180-day 
exclusivity. For example, if there is a 
second generic applicant, but it is not sued 
by the brand-name company, then there will 
not be a court decision to trigger the 180 
days, and only the first generic applicant’s 
commercial marketing under the supply 
agreement could start the running of the 180 
days and thus, after 180 days, free the FDA 
to approve any eligible subsequent generic 
applicants. 

Minor Recommendation 2: Codify that the 
decision of any court on the same patent 
being litigated by the$rst generic applicant 
constitutes a “court decision” suficient to 
start the running of the 1 SO-day exclusivity. 

There is some question as to which 
court’s decision is sufficient to activate the 
“court decision” trigger of the 1 SO-day 
exclusivity. Two courts of appeal have 
held,14 and the FDA has issued guidance, l5 
that any court’s decision on whether the 

MyIan Pharmaceuticals, Inc. v. Tommy G. Thompson, 
2001 U.S. Dist. LEXIS 24234 (N.D. WV Apr. 18,200l). 

l4 See Teva Pharmaceuticals, USA, Inc. v. FDA, 
182 F.3d 1003 (D. C. Cir 1999), Granutec, Inc. v. Shalala, 
139 F.3d 889 (4” Cir. 1998). 

’ 5 See FDA Guidance for Industty: 1 g&Day 
Exclusivity Under the Hatch-Waxman Amendments to the 
Federal Food, Drug and Cosmetic Act (Jun. 1998). See 
also Teva Pharmaceuticals, USA, Inv. v. FDA, 182 F.3d 
1003,lOOS (D.C. Cir. 1999). 
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patent at issue is invalid or not infringed is 
sufficient to trigger the running of the first 
generic applicant’s ISO-day exclusivity. 

On balance, we believe this is the 
correct result, but there are pros and cons. 
On the one hand, the rule would make it less 
likely that agreements between brand-name 
and generic companies that had the effect of 
“parking” the 180-day exclusivity for some 
period of time could forestall FDA approval 
of a subsequent eligible generic applicant. 
This is because, if the brand-name company 
sues the second (or later) generic applicant, 
and that generic applicant won its patent 
litigation, then the 1 SO-day exclusivity of the 
first generic applicant would begin to run 
from the date of the later generic applicant’s 
favorable court decision. Such 
circumstances may arise; the data showed 
that”brand-name companies sued later 
generic applicants in nearly 85% of the 
cases. The rule would be consistent with the 
mandate in the legislative history of Hatch- 
Waxman to “make available more low-cost 
drugs,“16 because the rule would assist in 
eliminating potential bottlenecks to FDA 
approval of subsequent eligible generic 
applicants. 

Such a rule also could speed generic 
entry when the second generic applicant’s 
lawsuit is resolved prior to that,of the first 
applicant. This appears to be appropriate 
given the low reversal rate of district court 
opinions of patent invalidity and non- 
infringement. For example, under this rule, 
if both the first and second generic 
applicants are sued, but the court hearing the 

l6 H.R.Rep. No. 98-857, pt. 1,98* Cong., 2d 
Sess., at 14 (1984), reprinted in 1984 U.S.C.C.AN. 2647, 
2647. 

second generic applicant’s case is the fast to 
arrive at a decision, then that court’s 
decision would trigger the running of the 
first generic applicant’s 180-day exclusivity, 
regardless of whether the fast generic 
applicant had received FDA approval. The 
data revealed 1 such case. 

On the other hand, as illustrated in 
the preceding paragraph, the operation of 
this rule could deprive the first generic 
applicant of its ability to market under the 
180-days exclusivity, even though the first 
generic applicant had been diligently 
pursuing resolution of its patent litigation, 
This result could dampen the incentive to 
become the first generic applicant.‘7 
Moreover, if the later court issues a non- 
infringement decision, the reasoning 
underlying the holding may not apply to the 
first generic applicant’s ANDA, depending 
upon the facts of the case. 

Minor Recommendation 3: Clarify that a 
court decision dismissing a declaratory 
judgment action for lack of subject mutter 
jurisdiction constitutes a “court decision ” 
suficient to trigger &he 1 SO-day exclusivity. 

One court of appeals has held that a 
dismissal of a declaratory judgment action 
for lack of a case or controversy is a “court 
decision” of non-infringement sufficient to 
trigger the 1 SO-day exclusivity.‘* We 
believe that the court’s reasoning is 
persuasive and shouid be adopted. 

l7 By contrast, the absence of such a rule also 
could dampen the inkntive for later generic applicants to 
develop eligible ANDAs containing paragraph IV 
certifications. 

‘* Xeva Pharmaceuticals, USA, Inc. v. FDA, 182 
F.3d 1003 (D. C. Cir 1999). 
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The U.S. Court of Appeals for the 
District of Columbia confronted a situation 
in which the brand-name company did not 
sue any of the generic applicants for patent 
infringement, presumably because the brand- 
name company’s patents were not infringed 
by the ANDA. To trigger the first generic 
applicant’s 180-day exclusivity (because it 
had not yet been approved by the FDA), the 
second generic applicant sought a 
declaratory judgment that its ANDA did not 
infringe the brand-name product’s patents. 
The district court hearing the case dismissed 
the lawsuit for lack of subject matter 
jurisdiction, because the brand-name 
company indicated that it would not sue the 
second generic applicant for patent 
infringement, thus eliminating its reasonable 
apprehension of a patent infringement suit 
and the existence of a case or controversy, 
This dismissal also estopped the brand-name 
company from suing the generic applicant in 
the future. 

The Court of Appeals determined 
that the dismissal for lack of case or 
controversy was, in fact, a court decision, 
because the brand-name company indicated 
that the second generic applicant’s ANDA 
did not infringe the relevant patent. As a 
result, the dismissal activated the court 
decision trigger. Such a rule eliminates the 
potential for a bottleneck created by a first 
generic applicant that does not exercise its 
commercial marketing rights. 

xi 
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Chapter 1 Introduction and Background 

Introduction 

In April 200 1, the Commission 
began an industry-wide study focused on 
certain aspects of generic drug competition 
under the Hatch-Waxman Amendments.’ 
The Amendments provide certain methods 
by which generic drug manufac$urers can 
obtain approval to market a generic version 
of a brand-name product. The study’s 
purpose was to provide a more complete 
picture of how generic drug competition has 
developed under one method the 
Amendments established: generic entry 
prior to expiration of the brand-name 
company’s patents on the relevant drug 
product? This report sets forth the results of 
the study.3 

The study was prompted, in part, by 
the Commission’s enforcement actions 
against alleged anticompetitive agreements 
that relied on certain Hatch-Waxman 
provisions.4 The study was designed to 

’ Drug Price Competition and Fatent Restoration 
Act of 1984, Pub. L. No. 98-417,98 Stat. 1585 (1984) 
(codified as amended 21 U.S.C. $355 (1994)). 

2 The study did not examine how generic 
competition has developed under the other methods the 
Amendments established. Nor did the study examine 
whether Hatch-Waxrnan provisions have achieved another 
purpose of the Amendments: to compensate brand-name 
companies for lost patent 1% due to the time needed for 
FDA’s safety and efficacy review process, 

3 Appendix A contains a glossary of frequently 
used terms and their meanings under Hatch-Waxman. 

4 See, e.g., Abbott Laboratories, No. C-3945 
(May 22,200O) (consent order), available at 
~ittr,://www.nc.~~~v~os/2OO~l~3/abb~~tt.do.h~~, Hoe&t 
Marion Roussel, Inc., No. 9293 (May 8,200l) (consent 
order), available 
c22ttv://www.ftc.govlos12001/05’/hoechstdo.vd~. The 
same issues are raised by another case in which the 
Commission settled similar allegations, see American 

determine whether such agreements are 
isolated instances or more typical, and 
whether particular provisions of the Hatch- 
Waxman Amendments are susceptible to 
strategies to delay or deter consumer access 
to low-cost generic alternatives to brand- 
name drug products, 

The study also was requested by 
Representative Henry Waxman, one of the 
co-sponsors of Hatch-Waxman, who asked 
the FTC to “investigate and produce a study 
on the use of agreements between and 
among pharmaceutical companies and 
potential generic competitors and any other 
strategies that may delay generic drug 
competition throughout the US.” Other 
members of Congress have proposed 
legislation to amend,.various portions of 
Hatch-Waxman, including the sections that 

Home Products, Docket No. 9297 (Feb. 19,2002) (decision 
and order) available at 
~~t~://www.~c.eov/~~s~2~~2/~2fahvdo.vdl~. See aIso 
Scheting-Plough Corp., et al., Docket No. 9297, Initial 
Decision (Jul. 2, 2002), av&lable at 
<http://www.ftc.govJOs/20022/07/scherhn$nitia1decisionv1. 
I&?. The Commission also has accepted for public 
comment a consent order settling charges that Biovail 
illegally acquired an exclusive patent license and 
wrongf%y listed that patent pursuant to another provision 
of the FDA’s regulations implementing Hatch-Waxman 
Biovail Corp., File No. 01 I-0094, Agreement Containing 
Consent Order, (Apr. 19,2002), available at 
-Gzttlxhww R. ~c~v/[~,s/2002/~~n)iov~~i~~e~~sion.htm~. 
Moreover, the Commission has accepted for public 
comment a consent order settling charges that Elan and 
Biovail entered into a supply and distribution agreement 
for a generic drug product that may have unreasonably 
restrained their incentives to compete against each other. 
See FTC, Biovail Corp. andElan Cop, File No. 0110132, 
Agreement Containing Consent Order (Jun. 27,2002), 
available at 
-=&tp://wuw.ftc,aov/os/20O2JO6/biovailelana~reement.vd~ 
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, t 

are the subject of the Commission’s study.5 
Finally, the study was motivated, in 

part, by the prospect of a substantial sales 
volume of brand-name drug products 
coming off patent in the next several years.’ 
This represents an enormous opportunity for 
the generic drug industry and, conceivably, 
a commensurate threat to the brand-name 
pharmaceutical industry. Brand-name 
pharmaceutical drug manufacturers seeking 
to protect the sales of brand-name drugs 
may have an incentive and ability to enter 
into agreements with would-be generic 
competitors, or engage in other,types of 
activities, that would slow or thwart the 
entry of competing generic drug products. 

The Commission has developed 
significant expertise regarding competition 
in the pharmaceutical industry. The 
Commission has, for example, brought 
antitrust enforcement actions affecting both 
brand-name and generic drug 
manufacturers.7 Commission staff have 
conducted empirical analyses of competition 
in the pharmaceutical industry, including in- 
depth studies by the staff of the Bureau of 
Economics.* The Commission has provided 

5 See, e.g., S. 812, 107” Cong. (2001) 
(introduced by Sens. Schumer and McCain); S. 2677, 107’b 
Cong. (2002) (introduced by Sen. Rockefeller); S. 754, 
107” Cong. (2001) (introduced by Sen. Leahy), 

6 National Institute for Health Care Management, 
“Prescription Drugs and Intellectual Property Protection” 
(Aug. 2000) at 3. 

7 See, e.g., FTC v. Mylun Laboratories, Inc. et 
al., 62 F. Supp. 2d 2.5 (D.D.C. 1999); Roche Holding Ltd., 
125 F.T.C. 919 (1998) (consent order); Ciba-GeigvLtd., 
123 F.T.C. 842 (1997) (consent order). 

* Bureau of Economics Staff Report, Federal 
Trade Commission, The Pharmaceutical Industry: A 
Discussion of Competitive and Antitrust Issues in an 
Environment of Change (Mar. 1999) available at 
~ttn://www.ftc.aov/reports/pharmaceutical/druarep.pd~, 
David Reiffen and Michael R. Ward, Generic Drug 
Industry Dynamics, Bureau of Economics Working Paper 
No. 248 (Feb. 2002) CReiffen and Ward”), available at 

testimony before Congress~ and 
Commission staff have filed comments with 
the Food and Drug Administration (“FDA”) 
regarding competitive aspects of Hatch- 
Waxman implementation.‘* In addition, 
individual Commissioners have addressed 
the subject of pharmaceutical competition 
before a variety of audiences, both to solicit 
input from affected parties and to promote 
dialogue regarding #a&al solutions.” 

’ Testimony of Federal Trade Commission 
before the Committee on Commerce, Science and 
Transportation, United States Senate (April 23,2002) 
available at 
~http://www.ftc.gov/os/2002/04/pharmtestimony.htm~; 
Testimony of the Federal-Trade Commission before the 
Committee on the Judiciary, United States Senate, 
Competition in the Phann~eurical Marketplace: Ant&us 
Implications of Patent Settlements (May 24,ZOOl) 
available at 
<ht~://www.ftc,pov/os!20?00 1/05/pharmtstmv.htm>. 

‘* FDA: Citizen Petition, Comment of the Staff 
of the Bureau of Competition and of Policy Planning of the 
Federal Trade Commission Before &Food and Drug 
Administration (Mar. 2,2000) available at 
<httD://www.Rc.rrovlbc/v000U05.~dB (recommending 
modifications to the FDA’s Proposed Rule on citizen 
petitions intended to discourage anticompetitive abuses of 
the FDA’s regulatory processes); FDA: I&?-Day Marketing 
Exclusivity for Generic Drugs, Comment of the Staff of the 
Bureau of Competition and of Policy Planning of the 
Federal Trade Commission Before the Food and Drug 
Administration (Nov. 4, 1999) @Marketing Exclusivity 
Comment@) available at 
<htln:lJw~.ftc.~~v~e/v99UOih.htu~ (recommending that 
the FDA’s Proposed Rule on 180-dav marketing 
exclusivity be &odified to limit .excl&ivity to th;: first 
ANDA filer and to require filing of patent litigation 
settlement agreements). 

l1 See, e.g., Sheila F. Anthony, Riddles and 
Lessonsfiom the Prescription Drug Wars: Antitrust 
Implications of Certain Types of Agreements Involving 
Intellectuul Property (June 1,200O) avaiiable at 
~htto:ilwww.Itc.sov/s~eecI~es/~thonv/s~nlf0~~601 .htu; 
Thonias B. Leary, Antitrust Issues in Settlement of 
Pharmaceutical Patent Disputes (Nov. 3,200O) available 
at <ht~://www.hc.rro~~/snecc~s/ietn~/lea~oha~~a.htn~; 
Thomas B. Leary, Antitrust Issues in the Settlement of 
Pharmaceutical Patent Disputes, Part II (May 17,200l) 
available at 
~~~:/Jwww.ftc.rrov/s~ccches/ie~~c~ha~~ceutical 
settlement.htm>; Timothy 3. &.ris, Competition and 
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In October 2000, the Commission 
began the formal process of obtaining 
authorization to conduct this study. As 
required by the Paperwork Reduction Act 
and implementing regulations of the Office 
of Management and Budget,12 the 
Commission published a Federal Register 
noticeI that included, among other things, 
the special orders under Section 6(b) of the 
Federal Trade Commission Act14 that the 
Commission planned to serve on brand- 
name pharmaceutical companies and generic 
drug manufacturers. 

In response to the public comments 
received following this Federal Register 
notice, the Commission clarified the 
proposed information requests as suggested 
by several parties and published in March 
2001 a second notice requesting public 
comments.‘5 On April 6,200 1, the 
Commission obtained OMB approval to 
conduct the study, and on April 25,200 1, 
the Commission began service of the special 
orders on 28 brand-name companies and 
over 50 generic drug companies.“j By 
December 3 1,2001, the Commission had I 

Intellectual Property Policy: The Way Ahead, at 5-6 (Nov. 
15,ZOOl) available at 
<h~r,://w\vw.ftc.eov/speeches/~ls/inteIlectual.htm;r. 

I2 The Commission was required to obtain OMB 
clearance before it could begin the study because the 
number of special orders to be sent triggered the 
requirements of the Paperwork Reduction Act of 1995, 44 
U.S.C. Ch. 35, as amended. 

I3 See 65 Fed, Reg. 61334 (Oct. 17,200O). 

l4 15 U.S.C. 0 46(b). 

I5 See 66 Fed. Reg. 12512 (Feb. 27,200l). 

I6 Several brand-name drug companies have 
equity interests in generic subsidiaries and, thus, were 
requested to answer questions relating to both brand-name 
products and generic products. 

received substantial compliance with the 
special orders. 

Overview of the Hatch- 
Waxman Act and the FDA’s 
Imptementing Regulations 

Before describing the scope of the 
study, it is important to understand the 
historical context in which Hatch-Waxman 
arose. Moreover, the generic approval 
process Hatch-Waxman implemented 
demands an understanding of the interaction 
of the patent system and the regulatory 
structure governing the approval of brand- 
name drugs. 

Pre-Hatch- Waxman Regulatory 
Environment 

In 1962, amendments to the Federal 
Food, Drug, and Cosmetic Act added a 
proof-of-efficacy requirement to new drug 
approvals; before that time, the FDA 
approved drugs for safety only. As a result 
of the amendments, brand-name companies 
are required to prove that new drugs are safe 
and effective prior to FDA approval. To 
prove safety and efficacy, brand-name 
companies are required to conduct tests on 
humans (‘“clinical trials”) and to submit 
those results to the FDA with their new drug 
application (NDA). 

Those seeking to market a generic 
version of an existing post-1962 brand-name 
drug also had to perform their own safety 
and efficacy studies, much like the brand- 
name companies had to demonstrate the 
safety and efficacy of the brand-name 
drug. I7 The FDA did not have a streamlined 

” The EDA considered “such retesting to be 
unnecessary and wasteful because the drug [had] already 
been determined to be safe and effective. Moreover, such 
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procedure by which to approve generic 
versions of brand-name drug products 
whose patents had expired.” By 1984, the 
FDA estimated that there were 
approximately 150 brand-name drugs whose 
patents had expired for which there was no 
generic equivalent.lg 

Another factor complicating generic 
drug approval concerned the timing of when 
generic companies could perform their 
clinical tests. Before Hatch-Waxman was 
enacted, a generic company could not begin 
the required FDA approval process until 
after patents on the relevant brand-name 
product had expired; to begin earlier would 
typically have intinged the brand-name 
company’s patents. 2o Thus, at that time, 
patent law coupled with the FDA generic 
approval process, in effect, extended the 
term of the brand-name company’s patent 
protection and delayed market entry by 
generic versions of brand-name 
pharmaceutical drug products. 

Brand-name pharmaceutical 
companies also confronted problems. The 
discovery and development of new drug 
products are expensive and time- 
consuming.21 To spur this investment, as 
retesting is unethical because it requires that some sick 
patients take placebos and be denied treatment known to be 
effective.” See H.R. Rep. No. 98-857, Part I at 16 (1984), 
reprinted in 1984 U.S.C.C.A.N. 2647,2649. 

‘* The FDA did establish, however, a procedure 
to determine the effectiveness of all drugs approved prior 
to 1962, and it established a policy ofpermitting the 
approval of a generic equivalent to a safe and effective pre- 
1962 brand-name drug. This generic approval procedure, 
however, did not apply to drugs approved after 1962. Id. 

lg Id. at 17. 

2o Roche Productr, Inc. v. Bolar Pharmaceutical 
Co., 733 F.2d 858 (Fed. Cir. 1984). 

21 See Pharmaceutical Research and 
Manufacturers ofAmerica, “Delivering on the Promise of 
Pharmaceutical Innovation: The Need to Maintain Strong 

well as to recoup investments made, brand- 
name companies obtain patent protection to 
exclude others from making, using, or 
selling an invention for a number of years. 
Often, however, the brand-name companies 
obtained patents prior to FDA approval of 
the drug product. Thus, the effective terms 
of many patents were shortened due to the 
time required for the FDA to ensure the 
safety and efficacy of the brand-name 
company’s drug product. 

The Hatch- Waxman 
Amendments 

Congress passed the Hatch-Waxman 
Amendments to address both issues.22 To 
enable earlier generic entry, the 
Amendments provided that certain conduct 
related to obtaining FDA. approval that 
would otherwise constitute patent 
infringement would be exempt from 
infringement liability under the patent laws. 
In addition, generic applicants were 
permitted to rely on the brand-name 
company’s trade secret data demonstrating 
the safety and efficacy of the brand-name 
drug product. To restore patent protection 
to brand-name companies to compensate 
them for the time used to obtain FDA 
approval, the Amendments contained 
provisions to extend patent terms in certain 
circumstances. 

Thus, Hatch-Waxman balanced an 
expedited FDA approval process to speed 
generic entry with patent term restoration to 

and Predictable Intellectual Property Rights, White Paper,” 
submitted to Federal Trade Commission and the 
Department of Justice - Antitrust Division (Apr. 22,2002) 
at 7-10, available at 
<http://www.ftc.govov/os/coqunents/intelpropertvcommentsl 
phrma020422.udfi. 

22 Appendix B contains the Hatch-Waxman 
Amendments. as codified at 21 U.S.C. 355 et seq. 
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ensure continuing innovation. As one 
federal appellate judge explained, the 
Amendments “emerged from Congress’s 
efforts to balance two conflicting policy 
objectives: to induce brand-name 
pharmaceutical firms to make the 
investments necessary to research and 
develop new drug products, while 
simultaneously enabling competitors to 
bring cheaper, generic copies ofthose drugs 
to market.“23 

Pursuant to the Federal Food, Drug, 
and Cosmetic Act, a brand-name company 
seeking to market a new drug product must 
first obtain FDA approval by filing a New 
Drug Application @IDA). The,NDA 
ultimately must include a variety of 
information that is extremely expensive and 
time-consuming to develop, including 
clinical trial data. 

When the NDA is filed, the NDA 
filer also must provide the FDA with certain 
categories of information regarding the 
patents that cover the drug that is the subject 
of its NDA.24 Upon approval of the NDA, 
the FDA lists the patents in an agency 
publication entitled “Approved Drug 
Products with Therapeutic Equivalence,” 
commonly known as the “Orange Book.“25 
In addition to patents on the active 
ingredient in a drug product, patents on 
specific formulations (i.e., a tablet form) or 
methods of use (i.e., used to treat heartburn 
in mammals) of the drug product are also 
listed in the Orange Book. 

23 Abbott Labs. v. Young, 920 F.2d 984,991 
(D.C. Cir. 1990) (Edwards, J., dissenting on other grounds) 
(citations omitted). 

24 21 U.S.C. 0 355(b)(l). 

25 Id. at $355@(7)(A). 

Rather than requiring a generic 
manufacturer to repeat the costly and time- 
consuming NDA process, the Amendments 
permit the company to file an Abbreviated 
New Drug Application (“‘ANDA”). The 
object of the ANDA process is to 
demonstrate that the generic drug product 
has the same active ingredient, route of 
administration, dosage form and strength, 
and proposed labeling as the brand-name 
drug. The ANDA also must contain 
sufficient information to demonstrate that 
the generic drug is ‘Soequivalent” to the 
relevant brand-name product.26 As a result 
of providing this information, the generic 
applicant is allowed’to rely on the FDA’s 
previous findings of safety and effectiveness 
for the referenced brand-name drug, and 
thus the applicant does not have to provide 
its own clinical studies to demonstrate the 
generic drug product’s safety and 
effectiveness. This reliance on the 
innovator’s safety and efficacy data allows 
generic applicants to save very substantial 
amounts of money in development costs. 

An ANDA also must contain a 
certification regarding each patent listed in 
the Orange Book that relates to the relevant 
NDA for which the generic applicant is 
seeking to make a generic version. The 
statute provides ANDA applicants with four 
certification options: they may certirjr (I) 
that the required patent information has not 
been filed; (II) that the patent has expired; 
(III) that the patent has not expired, but will 
expire on a particular date and approval is 
sought after patent expiration; or (IV) that 
the patent is invalid or will not be infringed 
by the generic drug for which the ANDA 

26 Id. at $i 355cj)(2)(A)(iv]. Bioequivalence 
means that the rata and extent of absorption of the generic 
drug is not significantly different from the rate and extent 
of absorption of the listed drug when administered at the 
same dosage. 
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applicant seeks approval. For ease of, 
discussion throughout this stqdy, these 
certifications will be referred to as 
paragraph I, II, III and IV certifications, 

respectively. Figrue l-1 depicts graphically 
the FDA approval process dkpending upon 
which certifications the gengic applicant 
makes. 

Figkre 1-1 ANDA Patent Cer&ications 
ANDA Patent C6tificatioir O@ibs 

Paragraph I 
,@oquisd patent inkmation 

has not bacn filed) 

1,, 
‘. 

FDA’kay approve 
ANDA irnmediatoly; 
on0 or lrloro gonoric 
applicants mayoIltor 

. I 
FDA may approve 
AINDAimmadiatel~ 
one orlnoro &znoric 
applicants~may ontor 

If the appl&ant makes, a certifi~ationund~ 
paragraphs I or II, the FDA may approve the 
ANDA immediately, provided other 
requirements are rnekTI Ifthe applicant 
makes a paragraph III certification, the FDA 
may approve the ANDA eEec&e on the 
date that the patent expires.?” 

27 IdCat S 355(j)@)(B)(ii), 

28 Id. 

Para&hIII. P-graph IV 
(Patenthasmtexplzedbutwill patent is invalid ornon- 

ox&o on a paxticurv Idate) in&&xi by generic applicant) 

FDA may eppro?e Chedc applicant 
ANDA effective cn the pmvidqs notice to pate* 
datotbatthepatent, holder and NDA fib& 
CXpbS:OneOrlWO entry of the fkst iZler may 
‘generic applicants may. or may not OhI (see 
enter at that time .3?igUre 1-2) 

When an applicant makes a 
paragraph IV c~cation, two additioml 
provisions of Hatch-Waxman are 
implicated. These two provisions are at the 
heart of the FTC’s $tudy. 

The first is the automatic “30-month 
stay” protection afforded brand-name 
companies., An ANDA filer that makes a 
paragraph IV certifkation mu’st -provide a 
notice .to both the patent holder and the 
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NDA tiler2’ with a detailed statement of the 
factual and legal basis for the ANDA filer’s 
assertion that the patent is invalid or not 
infringed. Once the ANDA filer has 
provided such notice, a patent holder 
(usually the brand-name company) must 
bring an infringement suit within 45 days to 
take advantage of the statutory stay 
provision.3o If the patent holder does not 
bring suit within 45 days, the FDA approval 
process may proceed, and the FDA may 
approve an ANDA as soon as regulatory 
requirements are fulfilled?’ A 30-month 
stay of FDA approval of an ANDA 
applicant is invoked when a brand-name 
company receives notice of a generic 
applicant’s paragraph IV certification and 
files suit for patent infringement within 45 
days of that notice?2 Filing of the lawsuit 
stays the FDA’s approval of the ANDA until 
the earliest of: (1) the date the patent(s) 
expire; (2) a final determination of 
non-infringement or patent invalidity by a 
court in the patent litigation; or (3) the 
expiration of 30 months from the receipt of 
notice of the paragraph IV certification. 

The second provision is the “180-day 

2g Id. at $j 355(j)(Z)(B). Although the patent 
holder and the NDA filer are often the same person, this is 
not always the case. The Hatch-Waxman Amendments 
require that all patents that claim the drug described in an 
NDA must be listed in the Orange Book. Occasionally, 
this requires an NDA tiler to list a patent that it does not 
own. 

3o Id. at $3550)(5)(B)(iii). 

31 Id. For example, the statute requires the 
ANDA applicant to establish bioequivalence. 

32 21 USC. at (j 355@(5)(B)(iii). 

period of exclusivity,” The first generic 
applicant to file an ANDA containing a 
paragraph IV certification is eligible for 180 
days of marketing exclusivity, during which 
the FDA may not approve subsequent 
ANDAs for the same drug product?3 The 
180-day exclusivity period thus increases 
the economic incentives for a generic 
company to be the first to file an ANDA 
containing a paragraph IV certification. 
Through this 180-day provision, the 
Amendments also provide an incentive for 
generic companies to litigate patents that 
may be invalid and to ‘“design around” 
patents to find alternative, non-infringing 
forms of patented drugs.% The 180-day 
exclusivity period is calculated from either 
the date of the first commercial marketing of 
the generic drug product or the date of a 
court decision declaring the patent invalid or 
not infringed, whichever is sooner,35 After 
the 180 days, other ge,neric products can 
enter the market, provided they obtain the 
FDA regulatory approval. Subsequent 
eligible generic applicants must wait until 
the first generic applicant’s 180 days have 
run before the FDA can approve the 
subsequent ANDA. 

Figure 1-2 describes graphically how 
the 30-month stay and 1 SO-day exclusivity 
provisions affect FDA approval of a generic 
applicant’s ANDA. 

33 Id. at 5 355(j)(5)(B)@). 

34 See Gramte, hc. v. Shalala, 139 F.3d g89, 
891 (4th cir. 1998). 

35 21 U.S.C. § 355(j)(S)(B)(iv). 
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Figure 1-2 Paragraph IV Certifications 
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Price Effect of Generic Entry the number of generic rivals increases.39 

Because generic drugs are typically 
far less expensive than their corresponding 
brand-name versions, competition from 
generic drugs can deliver large savings to 
consumers. A Congressional Budget Office 
(CBO) study attempted to quantify the 
magnitude of this effect by analyzing retail 
pharmacy data from 1993 and 1994. The 
study found that, for drugs that are available 
in both generic and brand-name versions, 
the average price of a generic prescription 
was approximately half of the average price 
of a brand-name prescription.36 The CBO 
estimated that, in 1994, the availability of 
generic drugs saved purchasers between $8 
billion and $10 billion.37 

The broader empirical economics 
literature also points to a number of 
competitive effects associated with the 
introduction of generic drugs. Early 
research using small data samples with 
information on brand name and generic 
prescription drug prices and sales found that 
(1) brand name drug prices rose slightly, but 
that average drug prices declined some 20 
percent within approximately two years of 
generic entry,38 and (2) generic entry 
produces slight reductions in brand name 
drug prices and declines in generic prices as 

36 Congressional Budget Office, How Increased 
Competition firn Generic Drugs Has AflectedPrices and 
Returns in the Pharmaceutical Industry (July 1998) (“CBO 
Study”) at 28, available at 
~httu://www.cbo.aov/showdoc.cfnllindex’655~sequcncc’ 
p. 

37 Id. at 31. 

38 Henry Grabowski & John M. Vernon, “Brand 
Loyalty, Entry and Price Competition In Pharmaceuticals 
After the 1984 Drug Act,” 35 J. of Law & Econ. 33 l-50 
(Oct. 1992). 

A more recent study of 32 drugs that 
lost patent protection around the time of the 
passage of the I-fatch-Waxman Amendments 
found that generic entry results in somewhat 
higher prices for brand-name prescription 
drugs (in light of factors such as inelastic 
demand among users of brand-name 
products), but large decreases in the prices 
of corresponding generic drugs4’ Another 
recent study of 32 drugs that lost patent 
protection after passage of the Hatch- 
Waxman found that generic drug prices fell 
until at least the ftith generic firm enters, 
and that falling prices from increased 
competition can continue with the entry of 
additional generic competitors4’ It is also 
noteworthy that elements ofthis literature 
indicate that generic’entrants gain 
significant market share at the expense of 
their rival brand name drug companies after 
their entry. Overall, this literature points to 
significant short-run competitive impacts of 
generic entry that can lead to substantial 
benefits for consumers of prescription drugs. 

Scope of the Stady 

This study focuses solely on the 
competitive circumstances surrounding 

39 Richard E. Caves, et al., “Patent Expiration, 
Entry, and Competition in the U.S. Pharmaceutical 
Industry’ (Brookings Papers on Economic Activity, 
Microeconomics, Martin Neil Baily & Clifford Winston, 
eds., Brookings Institution, Washington, DC 1991). 

9 

4o Richard G. Frank &David S. Salkever, 
“Generic Entry and the Prioing of Pharmaceuticals,” 6 J. of 
Econ. & Mgmt Strategy, 75-90 (Spring 1997) (Generic 
entry will induce those buyers who are highIy sensitive to 
price to switch to low-price. generics; price-insensitive 
buyers continue to purchase branded products. This 
segmentation of the market means that the branded drug 
ofkn will face a less elastic demand curve, which can 
induce the profit-maximizing brand producer to raise its 
price.). 

41 Reiffen and Ward, supra n. 8. 



generic competition for those brand-name 
drug products (1) subject to an ANDA 
notice containing a paragraph IV 
certification (2) that brand-name companies 
received after January 1, 1992 and prior to 
January 1,200 1. By focusing on these 
brand-name drug products, the study could 
examine how the 1 SO-day marketing 
exclusivity and the 30-month stay 
provisions have influenced the development 
of generic drug competition. 

The study does not address how 
generic competition has developed under 
paragraph I, II, or III certifications. The 
study also does not address the patent 
restoration features of Hatch-Waxman. 

ANDAs Under Hatch- Waxman 

According to the FDA, from the time 
Hatch-Waxman became effective in 1984 
through December 3 1,2000,8,0 19 ANDAs 
were tiled with the FDA.42 Of these 
applications, 7,536 (94 percent) raised no 
patent issues (i.e., the ANDAs did not 
contain a paragraph IV certification). A 
substantial portion of the total number of 
ANDAs, however, relate to the same brand- 
name product or NDA. Thus, the total 
number of ANDAs does not represent 8,0 19 
unique brand-name drug products, and it is 
unclear as to how many unique brand-name 
drug products the total 8,019 ANDAs 
related. 

Four hundred eighty-three (483) (or 
six percent of the total number of ANDAs 
filed) contained Paragraph IV certifications. 
The 483 ANDAs relate to 130 unique brand- 
name drug products as measured by unique 
NDAs. The share of ANDAs with paragraph 

42 FDA staff provided this information to the 
FTC staff. 

IV certifications - compared to all ANDAs 
filed (those with paragraph I-IV 
certifications) -- has increased significantly 
since Hatch-Waxman was enacted. 
According to the data provided by the FDA, 
during the 1980s (1984-89), only 2 percent 
of ANDAs contained paragraph IV 
certifications, This share increased to 
approximately 12.percent for the 199Os, and 
it has increased substantially in the last few 
years: from 1998-2000, approximately 20 
percent of ANDAs contained paragraph IV 
certifications. 

The brand-name drug products this 
study covered include any drug product for 
which the brand-name company received 
notification of an ANDA containing a 
paragraph IV certification after January 1, 
1992 and prior to January 1,200l P3 This 
selection criteria resulted in 10‘4 drug 
products, as represented by New Drug 
Applications (NDAs) filed with the FDA, 
within the scope of the study. As noted 
previously, from 1984 to January 200 1, 130 
unique NDAs were subject to at least one 
ANDA with a paragraph IV certification. 
The most recent 104 brand-name drug 
products (of the 130 total) are included 
within the scope of the study. 

Appendix C contains a ‘list of the 
NDAs within the scope of the study. The 
drug products included in the study 
represent some of the largest drug products 
as measured by annualsales, including so- 
called “blockbuster” drugs such as Capoten, 
Cardizem CD, Cipro, Claritin, Lupron 
Depot, Neurontin, P&l, Pep&d, Pravachol, 

43 If any later-filpd generic applicant filed its 
ANDA with the requisite certKication after January 1, 
1992, even if the first generic applicant for a particular 
drug product filed its appli$ation prior to January 1, 1992, 
the drug product was included within the scope of the 
study. 
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Prilosec, Procardia XL, Prozac, Vasotec, 
Xanax, Zantac, Zocor, Zoloft, and Zyprexa. 

The FDA provided the Commission 
with the identity of the generic companies 
that have filed ANDAs containing paragraph 
IV certifications since enactment of Hatch- 
Waxman in 1984, Using this information, 
FTC staff identified which brand-name 
companies had received notice of the filing 
of an ANDA containing a paragraph IV 
certification. The list of brand-name 
companies and generic companies are 
attached as Appendix D. Special orders 
were served on all identified brand-name 
companies who received notice of, and on 
the first three generic drug companies who 
had filed, the ANDA.& 

The FTC’s special orders required 
the brand-name companies to produce 
agreements with generic applicants that 
relate to the ANDA filing, results of ANDA 
patent infringement litigation with generic 
applicants, listing of patents in the FDA’s 
Orange Book, sales information, and the use 
of citizen petitions. Generic applicants were 
required to produce agreements relating to 
the innovator’s drug products for which they 
had filed an ANDA containing a paragraph 
IV certification, and to respond,to questions 
about the results of patent infringement 
litigation with the brand-name company, 
sharing of litigation expenses with other 
generic applicants, allegations 0f improper 
Orange Book listings, and sales inforrnation. 

Organization of the Report 

Chapter 2 of the Report reviews the 
frequency and outcome of patent 
infringement lawsuits in connection with 
paragraph IV certifications. Chapter 3 
discusses the agreements that litigants have 
used to settle patent infringement litigation 
under Hatch-Waxman. Chapters 4 and 5 
examine in more detail how certain Hatch- 
Waxman provisions, the 30-month stay and 
the 180-day exclusivity provisions 
respectively, affect generic entry. Chapter 6 
discusses the use of citizen petitions by 
brand-name compan)es for drug products 
included in the study. 

Appendix A contains a glossary of 
terms used most frequently. Appendix B 
contains the text of Hatch-Waxman. 
Appendix C lists the NDAs within the scope 
of the study. Appendix D lists the brand- 
name companies and generic companies that 
received special orders. Copies of the 
questions in the special orders are contained 
in Appendix E. Appendix F contains a copy 
of the FTC Staffs Citizen Petition on the 
listability of certain patents in the Orange 
Book. Appendix G describes the drug 
products wherethe brand-name company 
has filed a patent in the Orange Book after 
being notified of the, ANDA, which, in turn, 
generated an additional 30-month stay upon 
suit. Appendix H analyzes certain 
categories of patents that raise Orange Book 
listability issues. 

44 In many instances, only one generic applicant 
had filed an ANDA containing a paragraph IV certification 
for a particular drug product. In these cases, special orders 
were served only on the first generic applicant. 
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Chapter 2 Outcomes of Patent Infringement Lawsuits Under the 
Hatch-Waxm’an Amendments 

Introduction 

The application of both the 180-day 
exclusivity and 3 O-month stay provisions 
depends, at least in part, upon whether the 
brand-name company initiates patent 
infringement litigation against a generic 
applicant.’ As noted earlier, the 180-day 
exclusivity provision grants, under certain 
circumstances, 180 days of exclusive 
marketing to the first generic applicant that 
files an ANDA containing a paragraph IV 
certification. A 30-month stay of FDA 
approval of a potential generic competitor is 
invoked if a brand-name company receives 
notice of a generic applicant’s paragraph IV 
certification and files suit for patent 
infringement within 45 days of that notice. 

Filing of the lawsuit stays the FDA’s 
approval of the ANDA until the earliest of: 
(1) the date the patents expire; (2) a final 
determination of non-infringement or patent 
invalidity by a court in the patent litigation; 
or (3) the expiration of 30 months from the 
receipt of notice of the paragraph IV 
certification. This chapter reviews the 
frequency and outcome of these patent 
infringement lawsuits. 

For nearly 75 percent of drug 
products this study covered, brand-name 
companies initiated patent infringement 
litigation against the@9 generic applicant. 
In the other 25 percent, there was no suit, 

’ For ease of discussion purposes, the term 
“generic applicant” means those applicants who have filed 
an ANDA containing a paragraph IV certification. See 
Appendix A for a glossary of frequently used terms. 

and the FDA has approved most of the 
generic products, thus allowing generic entry 
to occur. FDA approval of ANDAs 
submitted by first generic applicants who 
were not sued by the brand-name company 
took, on average, 24 months and 2 weeks 
from the ANDA filing,date. 

In 70 percent of the cases in which 
the brand-name company sued thefirst 
generic applicant, there has been either a 
court decision, or the parties have agreed to 
a final settlement. Qfthese lawsuits, 
involving 53 drug products, 20 settled 
without a court decision on the merits of the 
patent infringement lawsuit. These 
settlement agreements ,are discussed in detail 
in Chapter 3. In the other 30 percent of the 
cases, a district court had not yet ruled as of 
June 1,2002. 

Of all the patent infringement cases 
(including first and subsequent generic 
applicants) in which there has been a 
decision of a court as of June 1,2002, 
generic applicants prevailed in, 73 percent of 
the cases, and brand-name companies 
prevailed in 27 percent. Of the decisions 
favoring the genericapplicant, there were 
slightly more non-infringement decisions 
(14) than patent. invalidity decisions (11). 
The rate at which the U.S. Court of Appeals 
for the Federal Circuit overturned district 
court decisions of patent invalidity for drug 
products in this study was 8 percent. 

In most instances when the 30-month 



stay has expired without a decision of a 
district court and the FDA approved the 
generic applicant’s ANDA, the generic 
applicant did not enter the market until it 
secured a district court decision of patent 
invalidity or non-infringement, 

How Frequently Have Brand- 
Name Companies Sued the 
First Generic Applicant? 

The study sought to determine the 
frequency with which brand-name 
companies have initiated patent 
infringement lawsuits against generic 
applicants within the required 45-day period, 
thus triggering the 30-month stay provision. 
The data revealed 75 drug products, out of a 
total of 104 NDAs (72 percent), in which the 
brand-name company sued thefirst generic 
applicant. For all but 5 of the lQ4, the first 
generic applicant for one dosage strength of 
the drug product (e.g., 10,20, and 40 mg 
tablets) was the first applicant for all 
strengths of the drug product. In light of this 
fact, unless otherwise noted, all of the drug 
products with multiple strengths (with the 
same 5 exceptions) involved one NDA, and 
therefore were counted as one brand-name 
drug product with one first generic 
applicant. The 5 exceptions are presented in 
footnotes 4,7, and 8 to ensure completeness, 
Table 2-1 summarizes this result. 

Table 2-l Patent Litigation Frequency 

I Brand-Name Company Sued the First 
Generic Applicant 

I Brand-Name Company Did Not Sue 
the First Generic Applicant I 2g2 I 

I Total I I 104 

For the 75 drug products where 
patent litigation was brought, the median net 
sales in the year the first generic applicant 
filed its ANDA were $190 million per year. 
By contrast, the majority of the 29 NDAs for 
which no suit was filed had net sales of less 
than $100 million in the year the generic 
applicant filed its application.3 

For 15 of the 29 drug products where 
the brand-name company did not sue the 
first generic applicant, the generic applicant 
began commercial marketing soon after 
FDA approval and prior to patent expiration. 
In 6 cases, the FDA has not approved the 
generic applicant’s ANDA as of June 1, 
2002, and the patents have not yet expired. 
In 6 cases the FDA has approved the 
ANDA, but commercial marketing- has not 
yet begun. And in the remaining 2 cases, the 

2 For 1 of the 29 drug products 2 different 
generic applicants were the first to fife for each of the 3 
different strengths of this d&product. In each strength, 
the brand-name company did not sue the generic applicant. 
As noted above, this brand-name drug product is only 
counted once in the total of29, 

3 For 2 of the 29 drug products in which no suit 
was filed, the brand-name oompany’s patents would have 
expired during the first several months of the 30-month 
stay. Because patent expiration terminates the 30-month 
stay, it may not have made sense in those cases to initiate 
patent intingement litigatiun, which takes, on average, 25 
months to resolve. 
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patents expired before FDA approved the 
generic applicant’s ANDA. 

What Were the Results of 
Patent Infringement Litigation 
with the First Generic 
Applicant? 

The brand-name company sued the 
first generic applicant for patent 
infringement involving 75 NDAs. Figure 2- 
1 shows a graphical depiction of the 
resolution (i.e., a decision of a court, a final 

settlement, or miscehaneous resolutions) of 
each case as of June 1,2002. For 4 drug 
products, different generic applicants were 
the first to file on different dosage strengths 
of the drug product, thus contributing to 
multiple suits on the same drug product (and 
the same patent) with different,generic 
applicants. For clariQ the results of more 
than one suit involving the same drug 
product are not included in the totals 
reported, but are described in footnotes 4,7, 
and 8. Only results from the first applicant 
for a drug product are included in the totals 
discussed below. 

Figure 2-l Summary of Brand Company and lSt ANDA IV Filer Activity 
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Pending Patent Inftingement 
Litigation 

As of June 1,2002, for 22 of the 75 
drug productsp the district court hearing the 
lawsuit has not yet ruled on the .merits of the 
patent infringement allegations,’ For 7 of 
these 22 drug products, the 30-month stay 
has expired. For 3 of these 7 drug products, 
the brand-name company also sued for 
infringement of a patent that was listed in 
the Orange Book after the first generic 
applicant had filed its ANDA. In these 
cases, it has been possible for a~btand-name 
company to obtain more than one 30-month 
stay. The first 30-month stay has expired in 
these 3 cases, but the second (or even later) 
one has not. In none of these cases has the 
generic applicant entered the market. 

4 In addition to these 22 cases, mere are 2 more 
pending cases on a dosage strength of a drug product for 
which the patent litigation on another strength has been 
resolved, The resolution of these cases is’discussed in the 
following section. 

5 In one pending case, the FDA determined that 
the brand-name company failed to submit the required 
information for a particular patent in a timely manner, 
Therefore, the generic applicant was not required to submit 
a patent certification to address that patent, the 30-month 
stay was dissolved, and the FDA subsequently approved 
the ANDA. Commercial patent litigation was still pending 
as of June 1,2002, however, and the generic applicant has 
not yet entered the market. 

6 As discussed further in Chapter 4, if a brand- 
name company lists in the Orange Book later-issued patents 
(i.e., patents obtained from the U.S. Patent and Trademark 
Office after obtaining NDA approval) after RGGhkg 
notification from a generic applicant, the generic applicant 
must recertify that its ANDA does not infringe the later- 
issued patent. If the brand-name company initiates a patent 
infringement suit within 45 days of notice of the generic 
applicant’s re-certification, then FDA approval ofthe 
ANDA is stayed automatically for an additional 30 months 
from the notice date or upon final determination of non- 
infringement or patent invalidity by a court in the patent 
litigation. 

Resolution ofPatent Infringement 
Suits 

There has been a court decision for 
53 drug products (75 in total less 22 
pending). The resolution of each is 
classified in Table 2-2 and also is described 
in Figure 2- 1. Settlements were used in 3 8 
percent of the instances (20 drug products 
out of 53 settled).7 A court decision 
resolved the patent infringement claims for 
30 drug products. Generic applicants 
prevailed 73 percent of the time (22 out of 
30),* and brand-name companies prevailed 
27 percent of the time (8 out of 30). In 3 
miscellaneous instances, either the patents 
expired before the 34%month stay expired, or 
the brand-name company withdrew the 
NDA due to safety reasons. 

7 For one of these 20 drug products, a different 
generic applicant was fist for each of the product’s 3 
strengths; the brand-name company settled with 2 of these 
applicants, and the litigation involving the other strength is 
pending. This drug product is counted only once as 
“settled.” See sup-a n. 4. For another of these 20 drug 
products, a different generic applicant was first for each of 
the product’s 2 strengths; the brand-name company entered 
a settlement with one generic applicant, and the first 
applicant for the other strength prevailed on non- 
infringement at the Federal~Circuit. This drug product is 
counted only as “settled.” 

* For one of these 22 drug products, a different 
generic applicant was first for each of the product’s 2 
strengths; the first generic $pplicant prevailed on non- 
infringement at the Federal Cimuit on one strength, while 
the other case is pending. This drug product is counted 
only once as “generic prevails.” See supra n. 4. For 
another of these 22 products, a different generic applicant 
was first for each of the produtit’s 3 strengths; the tist 
generic applicant for each strength prevailed in each patent 
suit, which were on the same patent. This drug product is 
counted only once as “‘generic prevails.” 
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Table 2-2 Results of Lawsuits with the 
First Generic Applicant 

I Generic Applicant Prevails in 22 
Patent Infiinnement Suit I 

I Brand-Name Company Prevails in 
Patent Infrineement Suit 

Miscellaneous 3 

Total Number of Cases Resohred 53 

Patent Settlements with the 
First Generic Applicant 

As shown in Table 2-2, the brand- 
name company and the first generic 
applicant settled patent infringement 
litigation involving 20 drug products. Most 
of the settlements can be classified into 3 
types. Nine of these settlements contained a 
provision by which the brand-name 
company, as one part of the settlement, paid 
the generic applicant (settlements involving 
“brand payments”). Seven of the 20 
settlements involved the brand-name 
company licensing the generic applicant to 
use the patents for the brand-name drug 
product prior to patent expiration. Two of 
the settlements allowed the generic applicant 
to market the brand-name drug product as a 
generic product, under the brand-name 
company’s NDA, not the generic applicant’s 
own ANDA. The remaining 2 settlements 
do not fit into any of these 3 categories. The 
provisions of each of these settlement 
agreements are discussed more fully in 
Chapter 3. 

Generic Applicant Prevails 

Table 2-3 shows that the generic 
applicant prevailed in litigation over 22 drug 
products9 In 18 instances, a court held that 
the brand-name company’s patents were 
either invalid or not in&nged. ‘Of these 18 
court decisions, 13 were appellate and 5 
were district court (4 of which the brand- 
name companies have appealed as of June 1, 
2002, but the decisions are pending). In 9 of 
these instances, the oourt held that the 
generic applicant’s ANDA did not infringe 
the brand-name corn&my’s product; in the 
remaining 9 instances, a court held that the 
underlying patent was invalid for reasons 
such as being anticipated by prior art or 
double patenting. 

For 2 of the 18 drug products, the 
parties implementedinterim settlements that 
included brand payments to the generic 
applicant. For both of these drug products, 
the generic applicant began marketing after 
the interim settlement was terminated and 
the Federal Circuit had affirmed the district 
court’s ruling of patent invalidity.” 

For 3 of the 4 remaining drug 

’ This total does not include the resolution of 
follow-on lawsuits on 2 drug products that are counted as 
“settled.” In the first instance, after the parties settled, the 
brand-name company submitted a late-issued patent for 
listing in the Grange Book, and a second round of litigation 
ensued in which the generic applicant prevailed. In the 
second instance, the parties settled the initial lawsuit, but 
the generic applicant later m-filed an ANDA for a 
reformulated version of the product. The brand-name 
company dismissed this second case with prejudice after 
determining that the reformulated version did not intiinge 
its patents. 

to One of these drug products (Hytrin tablets) 
was discussed in Abbott Laboratories, No. C-3945 (May 
22,200O) (consent order), avuilable at 
<http://www.ftc.~ovfos/2000/03/abb~.do.htnY. 



products (of the 22), the brand-name 
company dismissed the litigation afler 
receiving samples of the generic applicant’s 
proposed product. In 2 of these cases, the 
FDA approved the generic drug soon 
thereafter, and generic entry occurred after 
the case was dismissed.‘* In the other case, 
the FDA had not approved the generic drug 
product as of June 1,2002. For the last of 
the 4 drug products, the brand-name 
company dismissed the litigation without 
prejudice. Entry was delayed in light of an 
interim settlement on a later-listed patent for 
which the brand-name company failed to sue 
the first generic applicant within the 
requisite 45 days.12 

The patents covering the 22 brand- 
name drug products in which the generic 
applicant prevailed involved formulation or 
method of use patents. In 3 instances (out of 
6 where a drug substance patent was at 
issue), a drug substance patent was found 
invalid or not infringed. 

Brand-Name Company 
Prevails 

For 8 drug products, the brand-name 
company prevailed in the patent 
infringement litigation. For 7 drug products, 
a court held that the generic applicant’s 
ANDA infringed the brand-name company’s 
patents. Two of these decisions were 
appellate decisions; the other 5 were district 

‘I For the details of one of these case, see 
Hoechst Marion Roussel, Inc., No. 9293 (May 8,200l) 
{consent order), available ar 
~~:/l~.Ac.~ov/os/2001/05~oechstdo.~dD. 

I2 This drug products (Hytrin capsules) was 
discussed in Abboti Laboratories, No. C-3945 (May 22, 
2000) (consent order), available at 
~http://www.ftc.~ov/os/2000/03/abbott.do.htm~. 

court decisions, of which only one has been 
appealed by the generic applicant. As of 
June 1,2002, this appeal is pending. By 
contrast, brand-name companies appealed 
nearly 90 percent of the cases in which they 
obtained an adverse district court opinion. 
In the last of the 8 cases, the generic 
applicant abandoned its ANDA after it was 
sued, and the court did not issue a final 
judgment. 

The patent claims in 3 of these patent 
lawsuits involved drug substance claims, 
and the other 5 involved method of use 
and/or formulation claims. 

How Frequently Have Brand- 
Name Companies Sued the 
Second GenerSc Applicant? 

If the brand-name company sued the 
first generic applicant, it also sued the 
second generic applicant, if there was one, in 
nearly 85 percent of the cases. There were 
43 such instances. Of the suits that have 
been resolved as of June 1,2002, in no 
instance did differen$ district courts reach 
different results in resolving infringement 
issues over the same brand-name drug 
product. 

The brand-name company generally 
sued all generic applicants if the drug 
product had annual sales larger than $500 
million in the year the first generic applicant 
filed its ANDA. Twenty such ,drug products 
are included in the study. 
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What Are the Results of 
Litigation with the Second 
Generic Applicant if the 
Brand-Name Company Settles 
with the First Generic 
Applicant? 

Table 2-3 shows the results of 
litigation with the second generic applicant 
in those instances in which the first generic 
applicant settled its patent infringement 
litigation. Out of a total of 20 drug products 
with first generic settlements (see Figure 2- 
1), 9 drug products involved litigation with 
the second generic applicant.13 In 1 case, 
litigation is still pending. Table 2-3 shows 
the resolution of the 8 decided cases. 

Table 2-3 Resolution of Patent Litigation 
with Second Generic Applicant 
if the First Generic Applicant 
Settled its Litigation 

Settlement with Second Generic Applicant 4 

Second Generic Applicant Wins Patent 3 
Infringement Suit 

Brand-Name Company Wins Patent 1 
Infringement Suit 

Total 8 

In these 8 cases, the parties settled in 
4, while in 3 the generic applicant prevailed 
(2 non-infringement decisions and 1 
invalidity decision). In 1 case, the brand- 

l3 Eleven drug products either did not have a 
second generic applicant, or the brand-name company did 
not sue the second applicant. 

name company won a decision of 
infringement. 

For Those Patent Litigations 
that Resulted in a Court 
Decision, How Often Did 
Generic Applica.nts Prevail for 
All of the D~rug Produets in the 
Study? 

For many drug products, the brand- 
name company sued several generic 
applicants over the same patents. Thus, in 
determining how frequently generic 
applicants or brand-name companies 
prevailed in patent litigation on a drug 
product basis, it would be misleading simply 
to count the number of decisions in either 
party’s favor, because several of the 
decisions may be related to the same patent. 
Table 2-4 shows the results of the resolution 
of the patent suits without counting any 
similar outcomes invoking the same drug 
product. For example, if both the first and 
second generic applicant obtained court 
decisions of non-infringement, the drug 
product is included only once as a generic 
win. If the case against the fist generic 
applicant settled or is pending, but the case 
against the second applicant was resolved, 
the resolution of the second case is included. 
In no instance were the outcomes of the suits 
against the first and second generic applicant 
different. 

There were court decisions on 40 
different drug products. Table 2-4 presents 
the resolution of the patent litigation derived 
from five sources: (I) litigation with the first 
generic applicant (Table 2-2), (2) litigation 
with the second generic applicant if the first 
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generic applicant settled (Table 2-3), (3) 
litigation with the second generic applicant 
was resolved, but either the first generic 
applicant was not sued or the case is pending 
(3 drug products), (4) litigation with a third 
generic applicant when the first two generic 
applicants had settled, and (5) follow-on 
litigation with the first generic applicants on 
two drug products described in footnote 9. 

Generic applicants prevailed for 29 
out of 40 drug products (or 73 percent). 
Decisions involving 14 drug products held 
that the generic applicant did not infringe the 
patent, decisions involving 11 drug products 
held the relevant patent(s) invalid, and in 4 
cases, the brand-name company abandoned 
the litigation with the first generic applicant 
before a decision of a court. 

The brand-name company prevailed 
against the generic applicant in litigation 
involving 11 drug products. Inone of these 
11 cases, the generic applicant abandoned 
the litigation and admitted infringement 
before the court issued a decision. 

Table 2-4 Patent Litigation Results per 
Drug Product 

Generic Applicaut Wins I I 29 

I Brand-Name Company Wins 411 I 

I Total I I 40 

Results of Litigation and 
Patent Invalidity Rates 

Out of 40 drug products in Table 2-4, 
11 drug products had at least one patent 
listed in the Orange Book that was 

determined to be invalid. Thus, the 
minimum invalidity rate of patents that the 
parties chose to litigate to conclusion is 28 
percent ( 11 invalid findings / 40 total). This 
rate assumes that the-patents underlying the 
non-infringement decisions and cases when 
the brand-name company abandoned the 
litigation are valid, even though the courts in 
these cases may not have addressed the 
validity question. Thus, the invalidity rate 
may be higher than 28 percent, although we 
do not have data to determine it. 

The recent empirical literature on the 
outcome of patent litigation provides a point 
of comparison with these findings, and 
suggests that this invalidity rate, although it 
may be understated as noted above, is not 
out of line with that of patents generally. 
Moore compares the outcomes of patent 
cases decided byjudges with the outcomes 
of patent cases in which the finder-of-fact is 
a jury,14 In her data set of 1209 patent trial 
decisions from 1983 through 1999, she finds 
that patents are invalidated in 36 percent of 
cases with a judge as the adjudicator and in 
29 percent of cases with a jury.l’ 

l4 Kimberly A. Moore, Judges, Juries &Patent 
Cases: An Empirical Peeklnsti the Black Box, 98 Mich. 
L. Rev. 365 (2000). 

I5 Id. at 391. See, also, John R. Allison & Mark 
A. Lemley, Empirical Evidence on the Validity of Litigated 
Patents, 26 AIPLA L.Q. 185 (1998). Allison and Lemley 
study the outcomes of patent validity cases from 1989 to 
1996. They focus on those caes in which there exist final 
written decisions at either the district court or the Federal 
Circuit levels. In their study, a district court decision is 
“final” if a later decision by the Federal Circuit doesnot 
supersede it. In their data set of 299 patents in 239 
different cases, they find that 46 percent of the final 
decisions hold the relevant‘patent invalid. In contrast to 
this figure which covers all patent validity decisions, they 
find that pharmaceutical pateqts’ are found invalid in 27 
percent of cases, Allison and Lemley do not consider 
decisions that focus only on infringement. 
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How Frequently Did the 
Federal Circuit Reverse a 
District Court Decision of Non- 
Infringement or Patent 
Invalidity? 

Of the 29 NDAs where the generic 
applicant prevailed, as noted in Table 2-4, in 
14 instances, the brand-name company 
appealed a district court decision that the 
patent at issue was either invalid or not 
infringed in a patent suit against either the 
first or second generic applicant.‘6 In 13 of 
these decisions, the U.S. Court of Appeals 
for the Federal Circuit affirmed district court 
decisions of patent invalidity or non- 
infringement - 8 affirmed decisions of non- 
infringement,17 and 5 aff%rned decisions of 
patent invalidity, In the remaining case, two 
patents were at issue. The district court had 
determined both patents to be valid, but the 
Federal Circuit reversed as to one of the 
patents, and affirmed the validity decision 
for the other. Thus, the rate at which the 
Federal Circuit reversed decisions of 
invalidity and non-infringement for drug 

l6 To ensure no double counting, if the suits 
against the first and second generic applicant were 
consolidated into 1 district court opinion, and that decision 
was appealed, the appellate decision is counted only once. 
This also does not include one case where the district 
court’s decision on summary judgment was vacated and 
remanded. Moreover, of the 29 drug products in which the 
generic applicant prevailed, some of the appeals are 
pending, or the district court decision was not appealed. 

t’ In one of these decisions, the district court 
held the patent invalid and not infringed. The Federal 
Circuit upheld the non-intingement holding, but reversed 
on the invalidity holding. This has not been counted in the 
rate at which the Federal Circuit reversed decisions of 
invalidity and non-infringement for drug products included 
in this study because the non-infkingement decision was 
affirmed and generic entry occurred prior to patent 
expiration. 

products included in this study was 8 
percent.” 

Table 2-4 shows that the brand-name 
company prevailed in litigation for 11 drug 
products, Of the 4 Cases in which the 
generic applicant appealed the district 
court’s decision of infringement, the Federal 
Circuit affirmed all 4 of these district court 
decisions of infringement. 

In Which District Courts Did 
Brand-Name Co.mpanies 
Initiate Patent Infringement 
Litigation? 

In 62 percent of the cases involving 
litigation with the fmt and second generic 
applicants, brand-name companies initiated 
patent litigation in just five federal judicial 
districts, These were the District of New 
Jersey, the Southern District of New York, 
the Southern District of Indiana, the 
Northern District of Illinois, and the 
Southern District of Florida. Thus, these 
courts have more experience with ANDA 
patent infringement litigation than most 
other federal district court~.“~ 

t* This rate does not include Federal Circuit 
overrules of summary judgement or collateral estoppel 
decisions. 

lp For those drug,products in which both the tirst 
and second generic applicant were sued, approximately 50 
percent of the suits were pursued in different district courts. 
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When Did Generic Applicants 
Enter the Market? 

If a generic applicant was sued for 
patent infringement, it generally did not 
enter the market until there was a district 
court holding that the brand-name 
company’s patent was invalid or not- 
infringed. In no instance has a generic 
applicant (either the first or second) entered 
the market and then a court later has found 
that the patent was infringed, making the 
generic applicant subject to damages. 

In 22 cases (out of 75, Table 2-l) 
involving litigation between the brand-name 
company and the first generic applicant, as 
of June 1,2002, the first 30-month stay had 
expired before the district court decision. In 
8 of those cases, the FDA approved the 
generic applicant’s ANDA prior to a district 
court ruling on the merits of the patent 
infringement suit.20 In the first 2 cases, the 
district court case was ongoing ,as of June 1, 
2002, and the generic applicant had not 
entered, although it had FDA approval to do 
so. In the next 2 cases, the generic applicant 
entered after obtaining a district court 
decision, but prior to the Federal Circuit’s 
decision.2’ In the fifth case, the generic 
applicant waited until the Federal Circuit 
affirmed the district court’s ruling. In the 
sixth case, the generic applicant 

2o In the other 14 cases (22 less S), either the 
district court had not ruled as of June 1,2002 and the FDA 
has not yet approved the ANDA, or the district court ruled 
and the FDA acted accordingly, depending upon the 
outcome of the litigation. 

‘* In addition to these 2 instances, gene& 
applicants for 3 other drug products entered after a district 
court case, but prior to the Federal Circuit’s ruling. In 
these cases, however, the 30 month stay had not expired 
before the district court ruled. 

reformulated its product and the brand-name 
company dismissed the litigation before a 
ruling on the merits. The generic applicant 
entered the market soon thereafter. 

In the seventh case in which the FDA 
approved the generic applicant after the 30- 
month stay had expired but before a district 
court decision, there were two generic 
applicants for different dosage strengths (30 
mg and 60 mg) of the same drug product 
(Drug Product A). The diqzussion of generic 
entry that follows only relates to the 60 mg 
product. The brand-name company sued 
each generic applicant-over the same patent 
in different district courts. The first generic 
applicant on the 30 mg product obtained a 
district court decision of non-infringement 
and the Federal Circuit affirmed this 
decision. The 60 mg generic applicant 
entered once the Federal Circuit affirmed the 
district court’s decision of non-infringement 
on the 30 mg product. This occurred, 
however, before the district court reached a 
decision on the litigation involving the 60 
mg generic applicant’s litigation. 

In the eighthcase involving a drug 
product that was covered by the same patent 
that covered Drug Product A (described 
above), the generic applicant also entered 
prior to a district court decision. Like the 60 
mg generic applicant, the first applicant for 
this drug product also entered after the 30 
mg decision of non-in&ngement of Drug 
Product A was affirmed by the Federal 
Circuit. 

In separate instances invalving the 
drug products Taxol and BuSpar, which are 
not included in the 22 des&ibed above, the 
generic applicants began commercial 
marketing without waiting for a district 
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court decision in their favor on the patent the 
brand-name companies had listed in the 
Orange Book after the generic applicants 
had filed their ANDAs.~~ In both cases the 
district court eventually held the patent to be 
invalid or not infringed. 

22 See Chapter 4 for a full discussion of multiple 
30-month stays. Both suits on the later-issued patents 
raised questions whether the patents should be listed in the 
Orange Book. 

23 



24 



Chapter 3 Settlements Related to Paragraph IV Certifications 

Introduction 

Certain patent settlement agreements 
between brand-name companies and 
potential generic competitors have received 
antitrust scrutiny in recent years. Parties 
have debated whether these settlements 
increased or harmed consumer welfare. 

Patent settlements can resolve 
disputes in whole, or in part, and in a timely 
manner. Public policy favors the use of 
settlements to reduce the use of limited 
judicial resources. Moreover, settlements 
may provide for generic entry that might 
otherwise be delayed by patent disputes, and 
can reduce uncertainty by clarifying 
intellectual property rights among the 
parties, Thus, patent settlements can be 
procompetitive. This potential ‘is not always 
fulfilled, however. As noted earlier, the 
FTC has alleged that certain settlements 
between brand-name and generic companies 
were anticompetitive. 

This chapter describes the contours 
of agreements that settled patent litigation 
between brand-name companies and generic 
applicants concerning patents listed in the 
Orange Book for the drug products this 
study covers.’ The chapter discusses trends 
concerning the settlements produced in the 
study, and describes similarities and 
differences among such settlements. It also 
describes how these settlements compare to 
the ones that the Commission alleged to be 

t Brand-name and generic companies produced a 
range of other types of agreements relating to the drug 
products included in the study. These agreements are not 
discussed in this report 
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anticompetitive in its enforcement actions. 
This chapter does not reach any conclusions 
about the competitive effects of the 
settlements produced. 

Twenty final! aid 4 interim3 
agreements that settled litigation between 
the brand-name company and the first 
generic applicant were produced in response 
ta the FTC’s special orders. In 9 of the final 
settlement agreements, the brand-name 
company agreed to pay the generic applicant 
(a “brand payment”). In 7 of the 20 final 
settlements, the brand-name company 
granted a license to the generic applicant to 
use the patents that cover the brand-name 
drug product prior to patent expiration so 
that the generic apphcant could market 
under its ANDA. Two of the final 
settlements allowed the generic applicant to 
distribute the brand-name drug product as a 
generic product, marketed under the brand- 
name company’s NDA, not the generic 
applicant’s own ANDA. The remaining 2 
final settlements do not fit into any of these 
3 categories of settlement types. 

2 One of these agreements is subject to litigation 
currently pending at the Fl%. See Schering-Plough Corp., 
et aZ., Docket No. 9297, Initial Decision [Jul. 2, ZOOZ), 
available at 
<httn:f/www.ftc.govlos/2O~2lO7lscherinGnitialdecisionnl. 
&p. 

3 For 3 out of tie 4, see Abbott Laboratoti+s, No. 
C-3945 (May 22,200O) (consent order), avaiEuble at 
~~://www.ftc.pov/os/2000/03/abbott.do.htnY (this 
consent order related to 2 drug products: Hytrin tablets and 
Hytrin capsules). HoechstA4ation Rowsel, Inc., No. 9293 
(May 8,200l) (consent order), available at 
~ttv://www&.~ov/os/20i31/05/hoechstdo,ad@. 



Fourteen of the final settlements with 
the first generic applicants, at the time they 
were executed, had the potential to delay the 
triggering of the first generic applicant’s 
180-day exclusivity for some period of time, 
and thus to delay FDA approval of any 
subsequent eligible applicants4 This 
potential to delay the triggering of the 180” 
day exclusivity existed because the 
settlement contained a waiting period before 
which the generic applicant could enter the 
market. All of the waiting periods expired at 
some time either before the patent(s) expired 
or at patent expiration, Ten brand-name 
companies and 10 generic companies used 
agreements with respect to 14 drug products. 
See Chapter 5 for a further discussion of 
180&y exclusivity. 

Most of the final settlements with 
brand payments involved drug products with 
higher sales than the drug products that the 
brand-name companies chose to license or 
supply to generic applicants. Final 
settlements with brand payments have been 
used by 7 brand-name companies (of which 
two companies had 2 such agreements) and 
8 generic companies (one of which was a 
party to 2 agreements). 

In addition to the final settlements 
with the first generic applicant,,in 7 
instances, brand-name companies entered 
final patent settlements with the second 
generic applicant. In 6 of the 7, the brand- 
name company also had settled with the first 
generic applicant, 

4 Whether the FDA actually was prevented from 
approving subsequent eligible generic applicants depends 
on specific facts, including whether there were subsequent 
generic applicant(s) and the result(s) ofany patent litigation 
with those applicants. 

Finally, in 6 instances (out of the 53 
resolved cases noted:in Chapter 2), the first 
and second generic applicants entered into 
agreements with each other that related to 
generic market entry: Most involved either 
relinquishing the 180-day exclusivity or 
determining which generic company had 
rights to the 180-day exclusivity in light of 
agreements between thi first generic 
applicant and the brand-name company. 

Scope of Information 
Requested and Received 

The FTC’s special orders required 
each brand-name company to submit all 
agreements between itself and any person 
relating to an ANDA containing a paragraph 
IV certification involving any drug product, 
when the brand-name company holds the 
rights to the NDA corresponding to the 
ANDA that is the subject of the agreement. 
Examfiles of such agreements include, but 
are not limited to: (I;> patent litigation 
settlements; ,(b) agreements related to the 
filing (or non-filing) of an ANDA by any 
applicant (or potential applicant) involving 
any drug product; (c) licensing agreements 
between the company and persons that have 
filed an ANDA involving any drug product; 
and (d) agreements related to any 
acquisition, divestiture, joint venture, 
alliance, license, or merger by the company 
of any business involving the research, 
development, manufacture, or sale of any 
drug product that is the subject of an ANDA. 
The companies were also requested to 
produce all studies, surveys, analyses, and 
reports prepared by or for any officer(s) or 
director(s) of the company (or, in the case of 
unincorporated entities, individuals 
exercising similar functions) that evaluate or 
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analyze the reasons for making such 
agreements. Generic companies received 
similar requests. 

Brand-name and generic companies 
produced a variety of other agreements 
relating to the drug products subject to the 
study. Examples of these agreements 
include brand-name and generic companies 
obtaining third-party arrangements for the 
supply of raw materials, manufacturing, 
repackaging, distribution, marketing, 
development, and license of formulation 
technologies relating to the drug products. 
These agreements are not analyzed in this 
chapter. 

Overview of Patent Settlements 

As discussed in Chapter 2, litigants 
reached agreements that finally settled patent 
suits involving 20 out of 53 drug products 
for which a brand-name company sued the 
first generic applicant who had filed an 
ANDA containing a paragraph IV 
certification (see Figure 2- 1). 

For 9 drug products, the brand-name 
company and the generic applicant settled 
the patent infringement litigation through a 
license or supply agreement.’ six of these 
agreements occurred in 2000 and 200 1. For 
9 other drug products, one component of the 
settlement agreement was a payment from 
the brand-name company to the generic 
applicant. The existence of brand payment 

5 Two different generic applicants were the first 
to file on different strengths of the same drug product. The 
brand-name company settled the litigation with both 
applicants (one settlement was a license agreement and the 
other was a supply agreement), Because the different 
strengths are covered by only one NDA, the drug product is 
counted only once as a ‘supply agreement” to ensure 
consistency in counting drug products with agreements, 

provisions distinguished these agreements 
from those involving a license or supply 
arrangement, which did not contain a brand 
payment! The remaining 2 of the 20 
settlements did not fit into either of these 
categories. Table 3- 1 categories these 20 
final settlements. 

Settlements Invqlving Patent 
Licenses or Supply 
Arrangements 

In light of the confidential nature of 
many of the provisions of these settlements, 
the following discussion has been written to 
ensure anonymity. Each lettered drug 
product corresponds to. a distinct brand- 
name drug product. 

6 Two district court decisions have examined the 
use of brand payment provisions-in the settlement 
agreements involving Car&zem CD and Hytrin. Both 
courts have found the agreements to beper se restraints of 
trade under Section 1 of the ,Sherman Antitrust Act. In re 
Card&em CD AnWwtLitigation, 105 F.Supp.2d 618,684 
(E.D, Mich. 2000) and 105 FSupp.2d 618,622 (E.D. 
Mich. 2000); Zn re Terazosin Hydrochloride Antitrust 
Litigation, 164 F.Supp.2d 1340,1342 (SD. FI. 2000). 
Both of these district court decisions are currently on 
appeal. 
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Table 3-1 Overview of Final Settlements with the First Generic Applicant 

License Agreements Less than $100 million = 3 
Between $100 and $250 
million = 4; 
Between $250 and $500 
million = 0; 
Greater than $500 million = 1 

Supply Agreements 

Agreements with Brand 
Payments 

Other 2 

Between $250 and 500 
million = 1; 
Greater than $500 million = 1 

Less than $100 million = 3 
Between $100 and $250 
million = 2; 
Between $250 and $500 
million = 2; 
Greater than $500 million = 2 

Less than $100 million = 1 
Between $100 and $250 
million = 1 

6 (two had 2 
agreements) 

7 (one had 2 
agreements) 

7 (two had 2 
agreements) 

8 (one had 2 
agreements) 

, 
2 2 

11(3 had 2 
agreement-s each, 
2had3 
agreementxeach, 
andlhad4 
agreements) 

14 (3 had 2 
agreements each, 
and 2 had 3 
agreements) 

Settlements Involving Patent 
Licenses 

As discussed in Table 3-2, for 8 drug 
products,’ the generic applicant obtained a 
non-exclusive, royalty-bearing license 
(except for drug product F, which was an 
exclusive license, and drug product H, 

which was royalty-free) to use the brand- 
name company’s patents for the particular 
brand-name product prior to the patent 
expiration. In 4instances (B, C, D, and G), 
generic entry proceeded immediately after 
executing the settlement and obtaining FDA 
approval. In the other 4 instances (A, E, F, 
and H), the parties agreed to a waiting 
period before the generic applicant could 
enter. 

’ Although 8 drug products involved licenses 
with the first generic applicant, the generic applicant for 
drug product G was first for only one strength of the 
product. At the time the brand-name company entered into 
this license, it had already entered a supply agreement, see 
discussion in the following section, with the fist generic 
applicant %r another strength of the’ drug product. See 
supra n. 5. For purposes of Table 3-2, this license 
agreement is discussed separately. 
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Table 3-2 Settlement Agreements Involving Patent Licenses 

7 months after date of 
agreement. 

Less than $100 
million 

1.5% of sales for 5 years. 15 years, 2 
months 

13 years, 10 
months 

15 years, 8 
months 

5 years, 2 
months 

Between $100 
and $250 
million 

$1 million at signing. $500,000 when the FDA 
appraves the generic product; $1.5 million if 
generic company sells its product prior to 
another entity having ,sold a generic version of 
the product; and an additional payments of 
$500,000 if the generic company is the sole 
company selling a generic version of the 
product at certain fCtu.re dates. 

Immediately 

A license fee of $3 million plus a royalty of 
3 .O% of net sales fbr first 6 years of sales; $1 
million &en the suit is dismissed; and $1 
million at the first and second anniversaries of 
the shipment of the generic product. 

Immediately Less than $100 
million 

Between $100 
and $250 

$2.5 million upondismissal of litigation, Immediately 

2 years, 6 15 months after date. of 
months agreement. 

Between $100 
and $250 
million 

The generic company’s royalty payment is 20% 
of generic company’s first $15 million in net 
sales, 40% of net sales between $15 and $30 
million; and 60% of net sales greater than $30 
million. 

F 3 yeam, 6 
months 

17 months after date of 
agreement. 

Between $100 
and $250 
million 

A royalty payment of 7.5% of the generic 
company’s net saks for months 2 1 through 15 
prior to expiration of patents, 5% royalty of net 
sales for months 14 through 8, and 2.5% of net 
sales for months 7 thiough end of patent term. 

10 years, 5 
months 

Immediately Less than $100 
million 

No royalty payment unless generic company 
changes its formuIation, then it must pay a 5% 
royalty. 

G 

H 14 months after date of 
agreement. 

Between $500 
and $750 
million 

Royalty-t?ee lice&e. 1 year, 11 
months 

In 4 instances (A, E, F, and H), there 
was only one generic applicantfor the drug 
product, The brand-name company did not 
sue the second generic applictit for 3 drug 
products (B, C, and D) as of June 1,2002. 

The brand-name company sued the second 
generic applicant for drug product G, and 
this litigation settled. 

Table 3-2 describes the attributes of 
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these 8 patent license agreements and the 
royalty provisions in each. The licenses 
were for formulation or method of use 
patents. In each case, except for drug 
product D, the generic applicant affirmed the 
validity and enforceability of the patent(s) at 
issue. None of the license agreements 
prohibited the generic applicant from 
developing non-infringing generic versions 
of the brand-name drug product, nor did they 
involve licenses for other products other 
than the one subject to the ANDA litigation. 

Among the license agreements 
described in Table 3-2, the four agreements 
with waiting periods (A, E, F, and H) related 
to brand-name drug products in which there 
was not yet a second generic applicant for 
the drug product as of January 1,200 1. 

Settlements Involving Supply 
Agreements 

As part of two settlements, the 
brand-name company entered into a supply 
agreement that allowed the generic applicant 
to market the brand-name company’s 
product as a generic product. These 
agreements differ from the licenses 
described above because the generic 
applicant distributes the brand-name 
company’s drug and does not sell product 
pursuant to its ANDA. 

. In one of the supply agreements, 
generic marketing did not begin until a 
subsequent generic applicant was ready to 
ship its product to customers. Annual net 
sales for this drug product in the year prior 
to the agreement date were over $500 
million. The district court had not yet ruled 
in the brand-name company’s patent 
infringement suit against subsequent generic 

applicants when the supply agreement with 
the first generic applicant was executed. 
Under the agreement, if the patent litigation 
with these subsequent applicants resulted in 
the patent being decllared invalid or not 
infringed, then the brand-name company’s 
obligation to supply the first generic 
applicant would be triggered.’ The patents 
at issue were formulation patents, and the 
time difference between the agreement date 
and patent expiration was 14 yeam and one 
month. 

. In the other supply agreement, the 
generic applicant agreed to pay a substantial 
royalty to distribute exclusively a generic 
version of the brand-name product 
manufactured by the brand-name company.g 
Alternatively, the generic company could 
choose a patent license agreement (similar to 
those discussed above) in exchange for a 
small royalty on net sales. The agreement is 
dated 10 years, 9 months before the 
formulation/method of use patent was due to 
expire. 

Miscellaneous Agreements with the 
First Generic Applicant . . 

Two additional agreements did not 
appear to raise issues related specifically to 
Hatch-Waxman. For example, one of the 
agreements settled litigation over when the 

* The supply agreement sets forth the transfa 
price at which the generic company is obligated to purchase 
all of its requirements. The generic applicant is required to 
pay a 50% royalty of the r+t profits from all sales of the 
generic product. 

’ The supply agreement was for not only the 
strength of the drug product for which the generic company 
was the first ANDA IV filer, but also for two additional 
strengths of the same drug product for which it had not 
filed an ANDA with a paragraph IV certification. 
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brand-name company’s patent should expire. 
These agreements are not discussed in this 
report. 

Final Settlements Involving 
Brand Payments 

Nine out of 20 final settlements 
between brand-name companies and generic 
applicants involved brand payments from 
the brand-name company to the generic 
applicant. The first such agreement included 
in the study was executed in March 1993. 

The Basic Model 

Eight of the 9 agreements with brand 
payments followed the same basic model. 
Each prohibited the generic applicant from 
purchasing, manufacturing, using, selling, 
distributing, and shipping to third parties any 
form of the generic’s drug product until the 
expiration of the patents (or in 2 cases, until 
the end of waiting period specified in the 
agreement, which occurred prior to patent 
expiration). 

Four of these settlements also 
prohibited the generic applicant from 
marketing any other form of the brand-name 
company’s drug product, which was the 
subject of the ANDA, prior to patent 
expiration or the waiting period established 
in the agreement. These four settlements 
involved formulation or method of use 
patents. 

Two of the settlements included 
licenses for drug products other than one 

subject to the ANDA litigation.” 

These 8 settlements each had the 
effect of precluding FDA approval of the 
generic applicant’s ANDA until patent 
expiration or, in 2 cases, until the date 
specified in the agreement. Each also had 
the further effect of precluding the FDA, for 
the duration of the agreement, from 
approving a later-fUed ANDA tith a 
paragraph IV certification for the same 
brand-name drug product, unless a second 
(or later) generic applicant obtained a court 
decision of non-infringement or invalidity. 
None of these 8 agreements contained a 
provision that prohibited the generic 
applicant from relinquishing the 1 SO-day 
exclusivity. 

As described in Table 3-3, the range 
of brand payments was $1.75 million to 
$132.5 million, and the time between the 
date of agreement and patent expiration 
ranged between 4 months and 10 years. 

lo For a discussion af one of these agreements, 
see Schering-Plough Corp.; supra n, 2. 



Table 3-3 Settlement Agreement with Brand Payments: Basic Model 

$132.5 million (in part to settle additional patent 
litigation) 

1 year, 9 months Greater than $1 billion 

$72.5 million paid in four installments of increasing 
iUl-lOUlltS 

$66.4 million in a lump sum (includes payments to 
ANDA filer and its raw material manufacturer) 

4yeaq 1 month Between $250 and $500 
million 

9 years, 5 months Less than $100 million 
(year after agreement) 

I 
L $60 million (includes fees for licenses to other 

products) 
4years, 3months* Between $100 and $250 

million (year after 
agreement) 

$49.1 million, plus optional annual payments fbr 6 
years of at least $50 million in lieu ofa supply 

per month beyond the 4* month if certain events occur) 

An 8.5 percent royalty fee of the brand-name 
company’s sales of the product during the first and 
second year of the 2.5 year period (based on sales of 
the fast year, the payment was approximately $5 
million), a 7.5 percent royalty fee for the remaining 6 
months of the 2.5 year period. 

6 years, 11 months 

4 months 

2 years, 6 months* 

Between $750 million and 
$1 billion 

Between $250 and $500 
million 

Less than $100 million 

$1.75 million divided in three equal installments, 10 years Less than $100 million 

* Time between agreement date and generic entry allowed under the agreement. In each case generic entry was permitted prior 
to patent expiration pursuant to a license. 

Additional Conditions: These 8 final 
agreements included additional’ conditions. 
For example, in most of the agreements, the 
generic applicant agreed not to cause, aid, 
assist others in the purchase, manufacture, 
use, sale of a generic version of the drug 
product prior to patent expiratiwn or the date 
the patent is held invalid by a court of 
competent jurisdiction and the decision 
becomes final. Another frequent provision 
was that the generic applicant not aid or 
assist any third party in the preparation, 
filing, or processing of an application for a 
generic version of the drug product, 

including the sharing of any information 
obtained through the litigation. 

Timing of Se@ements: The 
agreements were entered at various times in 
relation to whether a court had ruled on the 
underlying patent infringement lawsuit. A 
court had not yet ruled on the merits of the 
patent infringement suit for 4 drug products. 
For the other 4 drug products, a district court 
had ruled on the me&s of the brand-name 
company’s infringement claims as follows: 
(1) the district court held the patent invalid 
on summary judgment, but the Federal 
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Circuit reversed and remanded for trial on 
certain factual issues; (2) the district court 
held the patent invalid, but the parties settled 
and the lower court’s decision was then 
vacated; (3) the district court denied the 
brand-name company’s summary judgment 
motion of infringement, thus indicating 
triable issues of fact remained; and (4) the 
brand-name company obtained a temporary 
restraining order prohibiting the generic 
applicant’s sale of the drug product. 

Optional Licenses: The brand-name 
company for one drug product had the 
option of granting the generic company a 
non-exclusive, royalty-free license for the 
underlying patent rather than making the 
brand payments to the generic applicant. If 
the license had been granted, the generic 
applicant would have been able to seek 
approval of its ANDA and brand payments 
would have stopped. The brand-name 
company did not *exercise this option. 

Optional Supply Agreements: Three 
of the final settlements in Table 3-3 
involved optional supply agreements under 
which the generic applicant would distribute 
the brand-name product as a generic. For 2 
of these drug products, the supply 
agreements were implemented.’ For the 
other product, the supply agreement was not 
implemented. These 3 supply agreements 
are described below. 

The supply agreement involving one 
drug product specified that the brand-name 
company would supply brand-name product 
to foreign affiliates of the generic applicant 
for marketing outside the United States 
during the B-month period prior to patent 
expiration. 

Under the supply agreement 
involving another drug product, the brand- 
name company appointed the generic 
applicant as the non+xclusive distributor for 
the sale of the product imder a private label 
at a cost to the generic applicant equal to 
75% of the brand-name company’s 
wholesale druggist price. The generic 
applicant used this supply agreement to 
market the brand-name company’s product 
as a generic product, 

The brand-name company of the 
third drug product entered into an 
agreement, not implemented, to supply the 
generic applicant with the drug to sell as the 
generic version; the agreement prohibited 
the generic applicant from manufacturing 
the product drug itself., This agreement 
specified the generic’s resale price at a 
limited discount (15% to 30%, based on 
certain contingencies) off the brand-name 
drug product’s price. The brand-name 
company was to receive substantial royalties 
from the generic company’s sales of the 
product (40% to 33.3%, based on when the 
royalty was paid). 

Alternatively, this brand-name 
company could decide to make quarterly 
payments to the generic applicant instead of 
fulfilling the supply ‘agreement. The 
payment schedule, which continued until 
expiration of the patent, provided for total 
annual payments of at least $50 million. 
The agreement guaranteed the generic 
company the right to enter the market with a 
generic version of the product (under the 
NDA) either 6 months prior to patent 
expiration, or immediately upon the patent 
being declared invalid or unenforceable. 
Because the supply agreement was not 
implemented, the brand-name company 
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made the brand payments to the generic 
applicant. 

Miscellaneous Final 
Agreement with Brand 
Payments 

A ninth final agreement involved 
brand payments, but did not fit into the basic 
model described above. In this case, the 
parties agreed to terminate the 30-month 
stay and allow the generic applicant’s 
ANDA to be approved soon thereafter. 
Prior to executing the settlement agreement, 
the two companies had been involved in 
commercial patent infringement litigation 
over the brand-name drug product (and 
another related drug product) that the 
generic company had initiated. I The parties 
settled that litigation, entering into an 
agreement with cross-royalty provisions. 
One of the cross-royalty provisions provided 
the generic company with a 1 percent royalty 
on net sales of the brand-name ‘drug product. 
Thus, the brand payment was in the form of 
a royalty on the brand-name drug company’s 
drug product. 

Final Agreements with the 
First Generic Applicant that 
Could “‘Park” the Applicant’s 
180-Day Exclusivity 

Fourteen of the 20 settlements 
obtained through the study, at the time they 
were executed, had the potential to “park” 
the first generic applicant’s 18Q-day 
exclusivity for some period of time, and thus 
to prevent FDA approval of any subsequent 
eligible applicants. Whether the FDA 
actually was prevented from approving 
subsequent eligible generic applicants 

depends on specific facts, including whether 
there were subsequent generic applicant(s) 
and the result(s) of any patent litigation with 
those applicants. 

These agreements include the 4 
license agreements with waiting periods 
(drug products A, E,‘F, and H in Table 3-2), 
the 2 supply agreements, and settlements 
with brand payments (drug products I 
through P in Table 3-3) that had the effect of 
precluding FDA approval of the generic 
applicant’s ANDA. ‘Ten brand-name 
companies and 10 generic companies used 
agreements with respect to the 14 drug 
products. Chapter 5 discusses how these 
settlements could be used to delay FDA 
approval of any subsequent eligible generic 
applicants. 

Interim Agreetients 

In addition to the 2Q.fmal settlements, 4 
interim settlements with the first generic 
applicant were produced The interim 
settlements did not resolve the underlying 
patent litigation, but were contingent upon 
the outcome of the litigation. The FTC has 
taken law enforcement actions relating to 3 
of these drug products?’ The FTC’s actions 
relating to 2 of those agreements, involving 
Hytrin tablets and capsules, are described in 
Box 3- 1. No settlements similar to the 
interim settlements challenged by the 
Commission were executed after April, 1999 
(shortly after the FTC’s investigations in this 
area became public) and the end of the 
period covered by this study. 

I* See supra, n. 3. The FIT’s action regarding 
Hytrin involved two drug products (Hytdn capsules and 
Hytrin tablets). 
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Box 3-1 Summary of the Commission’s A&m in the Abbott/Geneva Matter 

In May 2000, the Commission issued a complaint and consent order against Abbott Laboratories and Geneva 
Pharmaceuticals, Inc. The complaint charged that Abbott paid Geneva approximately $4.5 million per month to keep 
Geneva’s generic version of Abbott’s Hytrin, in both tablets and capsules, off the U.S. market, potentially costing consumers 
hundreds of millions of dollars a year. Hytrin is used to treat hypertension and benign prostatic hyperplasia (BPH or 
enlarged prostate) - chronic conditions that affect millions of Americans each year. BPH aloneaffiicts at least 50% of men 
over 60. In 1998, Abbott’s sales ofHytrin amounted to $542 million (over 8 million prescriptions) in the United States. 
Abbott projected that Geneva’s entry with a generic version of Hytrin would eliminate over $185 million in Hytrin sales in 
just six months. 

According to the complaint, Geneva agreed not to enter the market with any generic version of Hytrin, even if it were 
non-infringing, until the earlier of: (1) the fmal resolution of the patent infringement litigation involving Geneva’s generic 
version of Hytrin tablets, including review through the U.S. Supreme Court; or (2) entry of another generic Hytrinproduct. 
Geneva also agreed not to transfer, assign, or relinquish its ISO-day exclusivity right. These provisions erisuredthat no 
other company’s generic version of Hytrin could obtain FDA approval and enter the market duiing the term of the 
agreement, because Geneva’s agreement not to launch its product meant the 180&y exclusivity period would not begin to 
run. 

Under the Commission’s consent order, Abbott and Geneva are barred from entering into agreements pursuant to 
which a first-filing generic company agrees with a manufacturer of a branded drug that the generic company will not (1) 
give up or transfer its exclusivity or (2) bring a non-infringing drug t~mdcet. In addition, agreements to which Abbott or 
Geneva is a party that involve payments to a generic company to stay offthe market must be approved by the court when 
undertaken during the pendency of patent litigation (with prior notice to the Commission), and the companies are required 
to give the Commission 30 days’ notice before entering into such agreements in other settings. lvIoreover, Geneva was 
required to waive its right to a 180&y exclusivity period for its generic version ofHytrin tablets, so other generic tablets 

The fourth interim agreement 
involved a brand-name drug that had net 
sales of over $1 billion per year in the year 
before the settlement was executed. The 
settlement was entered at approximately the 
same time the 30-month stay had expired. 
To ensure that the generic drug’applioant 
did not begin commercial marketing until 
the district court ruled on the patent 
infringement claims, the brand-name 

AgreementsB@ween Brand- 
Name Comp.anies and the 
Second ,Generig Applicant 

Brand-name Fompanies settled 
patent litigation with the second generic 
applicant for 7 drug products, out of a total 
of 43 suits against the second generic 
applicant (see Chapter 2) - or at a rate of 16 

company agreed that, if the patent was percent. This settlement rate is substantially 
found invalid, the brand-name company lower than the settlement rate between 
would pay the generic applicant based on brand-name companies and the first generic 
the generic applicant’s lost profits from the applicant of 38 percent (20 of 53 total 
date of the expiration of the 30-month lawsuits against the first generic applicant 
through appeals. Since the date of this settled). In 6 of the 7 instances, the brand- 
agreement, generic entry has occurred company had also entered into a patent 
because of a court decision. settlement with the first generic applicant. 
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One of the 7 settlements involved 
brand payments. The agreement specified 
that the brand-name company would make 
brand payments up to $15 million, and that 
entry by the second generic could not occur 
until 5 years and 6 months after the date of 
the agreement (or 2 years and 9 months 
before patent expiration). 

Four of the 7 agreements involved 
patent licenses that allowed the second 
generic applicant to enter the market prior to 
patent expiration using the generic version 
of the brand-name drug product approved 
through its ANDA. In 2 of these instances, 
the second generic applicant was alIowed to 
market its generic product immediately after 
executing the agreement, obtaining FDA 
approval, and paying the brand-name 
company a royalty. 

In 1 of the 4 instances, the license 
agreement prohibited the generic applicant 
from introducing its product into the market 
until the brand-name company or another 
licensee marketed a generic version of the 
brand-name company’s generid product. 
The brand-name company also entered a 
license agreement with the third generic 
applicant for the drug product, specifying 
that it could come on the market 4 years and 
2 months prior to patent expiration. 

In the remaining license agreement, 
the parties agreed to cross-license related 
products in settlement of not only the patent 
infringement litigation in response to the 
ANDA that had been filed, but also related 
infringement litigation involving another 

drug product.12 

Agreements Between First and 
Second Generic Applicants 

For 6 out of 68 drug products in 
which there was more than one generic 
applicant, the first and second generic 
applicants entered into agreements related to 
generic market entry, In 4 of these 
agreements, one of the main provisions 
specified which generic applicant had or 
retained rights to the 180 day exclusivity.‘3 
The other two agreements did not focus on 
the 1 SO-day exclusivity provision. 

Agreements Focusing on IWDay 
Exclusivity: In 1 agreement, the first 
generic applicant relmquished its rights to 
1 go-day exclusivity for a $3.5 million 
license and royalty payment based on the 
second generic applicant’s sales fora period 
of 7 years. In another agreement, the first 
and second generic applicants entered into a 
supply arrangement under which the first 
generic applicant relinquished its rights to 
180-day exclusivity so that the second 
generic applicant’s ANDA could be 
approved, and the first applicant could 
market the second applicant’s product. This 
step was necessary because the first generic 
applicant’s ANDA was not ready to be 
approved at the time of the agreement. 

Two other agreements clarified 

l2 The other 2 af the 7 settlements with the 
second generic applicant did not appear to raise issues 
related specifically to Hat&-Waxman. 

I3 For a fuller discussion of the 180&y 
exclusivi~, see Chapter 5, n. 18 and accompanying text. 
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which generic applicant had rights to the 
180-day exclusivity in light of a settlement 
agreement between the first generic 
applicant and the brand-name company. In 
one case, the first generic applicant changed 
its patent certification from a paragraph IV 
to a paragraph III, and the agreement settled 
a dispute between the first and second 
generic applicant regarding whether the first 
generic applicant retained its 1 SO-day 
exclusivity in those circumstances. In the 
other case, the agreement related to a drug 
product that had been the subject of one of 
the court cases that invalidated certain of 
the FDA’s rules governing the 180-day 
exclusivity.*4 

Remaining Agmements: The other 2 
agreements involve more detailed 
relationships between the first and second 
generic applicants. In one instance, the 
brand-name company had licensed its 
patents to an over-the-counter product to the 
first generic applicant, with a right to 
sublicense the patents. The first generic 
applicant granted the sublicense to the 
second generic applicant. In the second 
agreement, the first and second generic 
applicants allegedly entered into a supply 
and distribution agreement that 
unreasonably restrained their incentives to 
compete against each other.15 

I4 Granutec Inc. v. Shalala, 139 F.3d g89(4’ 
Cir. 1998). 

l5 See FTC, In the Matter ofBiovai1 Corp. and 
Elan Corp., File No. 011 0132, Agreement Containing 
Consent Order, available at 
&ttp:/hww.Rc.~ov/os/2002/06/biovaGehna~eement.ad 
>. 
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Chapter 4 Orange Book Patent Listing Practices and Use of 
Multiple 300Month Stays 

Introduction 

The 30-month stay provision of the 
Hatch-Waxman Amendments protects 
brand-name companies beyond their existing 
intellectual property rights. A 30-month stay 
of FDA approval of a potential generic 
competitor is invoked if a brand-name 
company receives notice of a generic 
applicant’s paragraph IV certifii;ation and 
files suit for patent infringement within 45 
days of that notice. Filing of the lawsuit 
stays the FDA’s approval of the ANDA until 
the earliest of (1) the date the patents 
expire; (2) a final determination of 
non-infringement or patent invalidity by a 
court in the patent litigation; or (3) the 
expiration of 30 months from the receipt of 
notice of the paragraph IV certification. The 
30-month stay affords both the brand-name 
company and the generic applicant the 
opportunity to resolve patent disputes prior 
to commercial marketing, and in tandem 
with FDA review of the ANDA for 
approval. 

The 30-month stay has received 
increased attention, because it can have a 
significant impact on market entry by 
generic drugs. One 30-month period to 
resolve disputes over patents listed in the 
Orange Book prior to the ANDA’s filing 
date appears unlikely to delay generic entry, 
however, because it historically has 
approximated the time necessary for FDA 
review and approval of the ANDA and the 
duration of a patent lawsuit. FDA approval 
of generic applicants that filed paragraph IV 
certifications and were not sued took, on 

average, 25 months and 15 days from the 
filing date. On average, the time between 
the complaint and a district court decision in 
litigation between a brand-name company 
and first or second generic applicants was 25 
months and 13 days. The average time 
between the complaint and an appellate 
decision was 37 months and 20 days. 

Prior to 1998,, litigation between a 
brand-name company and a first or second 
generic applicant generated, at most, one 30- 
month stay per drug product per ANDA, 
except for two drug products. For 8 out of 
the 9 “blockbuster” drug products (Le., drug 
products that are among the top 20 drug 
products, ranked publicly by annual gross 
sales, during one of the years included in the 
study) as to which,the brand-name company 
filed suit against the first generic applicant 
prior to 1998, the brand-name company 
alleged infringement of 1 or 2 patents. In 
the remaining case, the brand-name 
company alleged infringement of 3 patents. 

Since 1998, however, two new 
phenomena appear to be emerging. First, for 
drug products with substantial annual net 
sales, brand-name companies are suing 
generic applicants over more patents. Since 
1998, for only 3 of the 8 “blockbuster” drug 
products as to which the brand-name 
company filed suit against the first generic 
applicant, the brand-name company alleged 
infringement of 1 or 2 patents, In the 
remaining 5 instances, the brand-name 
company alleged infringement of 3 or more 
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patents. With additional patents to be 
litigated, the average time to obtain a court 
decision has increased. As of June 1,2002, 
for 6 of the 7 cases that have been pending 
for more than 30 months without a decision 
from a district court, the brand-name 
company has alleged infringement of 3 or 
more patents. 

Second, by the timely listing of 
additional patents in the Orange Book after a 
generic applicant has filed its ANDA (later- 
issued patents), brand-name companies can 
obtain additional 30-month stays of FDA 
approval of the generic applicant’s ANDA. 
Although the generic applicant had already 
certified to the patents previously listed in 
the Orange Book for a particular drug 
product, it must re-certify to the newly listed 
patent(s) and notify the brand-name 
company of its re-certification. If the brand- 
name company sues for patent infringement 
on the new certification within 45 days of 
notification, a new 30-month stay will begin 
to run. The FDA is prohibited from 
approving the ANDA until the new 30- 
month stay expires. 

In 8 instances, brand-name 
companies have listed later-issued patents in 
the Orange Book after an ANDA has been 
filed for the drug product. For the 8 drug 
products, the additional delay of FDA 
approval (beyond the first 30 months) 
ranged from 4 to 40 months. In all of the 4 
cases so far with a court decision on the 
validity or infringement of a later-issued 
patent, the patent has been found either 
invalid or not infringed by the ANDA. 

Moreover, most of the later-issued 
patents in the Orange Book raise questions 
about whether the FDA’s patent listing 

requirements have been met. For example, 
many of the later-issued patents do not 
appear to claim the approved drug product 
or an approved use of the drug. Recent court 
opinions hold that Hatch-Waxman does not 
provide a right of action through which 
generic applicants may challenge a patent 
listing in the OrangeXBook. Thus, to 
terminate a second 30-month stay, a generic 
applicant’s only recourse is to obtain a 
decision of a court on patent infringement or 
invalidity. 

This chapter sets forth the legal and 
regulatory background of the 30-month stay 
provision, including a discussion of the 
patent listing requirements. It then reviews 
the patent-related information requested 
from brand-name company and generic 
companies. For each NDA that was within 
the scope of the study, brand-name 
companies were required to identify all 
patents that the company has listed in the 
Orange Book and the date of listing 
(regardless of whether currently listed in the 
Orange Book).’ This information provides 
the basis for an examination of the patents 
that led to the granting of multiple 30”month 
stays. Generic companies were required to 
provide information on instances in which 
they alleged that,a patent had been 
improperly or untimely listed in the Grange 
Book. This information was used to identify 
any trends in the patent listings. 

’ Many brand-nape companies noted that they 
could only provide information about when they had 
submitted the patent to the FDA for Orange Book listing 
rather than the date on which the patent was actually listed. 
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Legal and Regulatory 
Background of the 30-Month 
Stay Provision 

As part of the FDA process to obtain 
approval of a new drug product under 
Hatch-Waxman, brand-name companies 
must submit information on any patent 
claiming the approved drug and for which a 
claim of patent infringement could 
reasonably be asserted. The FDA then lists 
the approved drug and its related patents in 
the Orange Book. Box 4-l describes how 
patents are obtained and how the 
pharmaceutical industry uses them. A 
generic applicant, as part of the ANDA 
process, must provide a certification to the 
FDA regarding its generic product and any 
patents listed in the Orange Book that claim 
the brand-name drug. When a generic 
applicant makes a paragraph IV certification, 
it claims that the patents listed in the Orange 
Book either are invalid or will not be 
infringed by the manufacture, use, or sale of 
the generic drug product for which the 
ANDA is submitted. Frequently, a generic 
applicant will make multiple certifications in 

its ANDA, depend@ upon the number of 
patents listed in the Orange Book. l?or 
example, a generic applicant may make a 
paragraph III certification (indicating that it 
will not begin commercial marketing until 
that patent expires) for‘a brand-name drug 
product’s drug substance patent, but also 
make paragraph IV certification(s) with 
respect to listed method of use and/or 
formulation patents. 

The Hatch-Waxman Amendments 
further provide that each generic applicant 
making a paragraph IV certification must 
notify each patent owner and the brand- 
name company for the listed drug. If the 
patent owner and/or brand-name company 
do not initiate a patent infringement suit 
within 45 days after receiving notice of a 
paragraph IV certification, then the FDA‘s 
review and generic approval process may 
proceed according to the FDA’s schedule. If, 
however, a patent .infringement suit is filed 
within the 45-day window, the‘FDA’s 
approval of the ANDA is automatically 
stayed until the earliest of: (1) the date the 
patents expire; (2) a final determination of 
non-inC+ngement or patent invalidity by a 

Box 4-l Patents and Patentability 

A patent is the grant of a right to exclude others tiom “making, using, offering fa sale, or selling” an invention U.S. patent laws 
are enacted pursuant to Article I, Section 8 ofthe U.S. Constitution, which states that Congress shah have the power “[tj’o promote the 
Progress of Science and useful Arts, by securing for limited times to Authors and Inventors the exclusive P&ht to their respective Writings 
and Discoveries.” 

Them are three basic types of patents: utility, plant, and design patents. Utility patents generally have a term of 20 years from the 
date on which the application for the patent was filed. Utility patents are divided intb three basic categories: chemical, electrical and 
mechanical. Pharmaceutical patents are a subset of chemical patents and are issued over four different categories: drug substance, method 
of use, formulation, and process. Drug substance patents cover the compound or active ingredient in the drug product, such as fluoxetine 
hydrochloride, which is the active ingredient in Prozac. Method of use patents cover the use of the produck totreat certain health problems, 
such as depression or asthma. Formulation patents cover the physical composition or delivery mechanism of the drug product, such as an 
extended release tablet or capsule. Process patents generally cover the procedure used to make the active ingredient. 

To be patentable, an invention must be new and use&l, as well as non-obvious. The Patent Of&e determines novelty by 
searching prior patents and publications. The patent must also contain a written description to “enable any person skilled in the art to which 
it pertains . . . to make and use” the invention. Non-obviousness is determined in light of the prior art and involves asking whether a person 
skilled in the art would consider the invention to be “obvious.” 
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court in the patent litigation; or (3) the 
expiration of thirty months from the receipt 
of notice of the Paragraph IV certification. 

The initial 30-month stay is not 
dependent upon the number of patents for 
which a paragraph IV certification is made. 
Whether a generic applicant makes an initial 
paragraph IV certification with respect to 
one patent, or to multiple patents, only one 
30-month stay will be invoked, 

The 30-month stay provision 
provides the brand-name company an 
additional exclusionary right beyond those 
granted by the patent system. Even absent 
the 30-month stay, a brand-name company 
may file suit against an accused infringer, 
such as an ANDA applicant, and prevent the 
accused infringer from marketing its product 
by obtaining a preliminary injunction? To 
obtain a preliminary injunction; a patentee 
must establish four factors: (1) a reasonable 
likelihood of success on the merits; (2) 
irreparable harm if the injunction were not 
granted; (3) the balance of the hardships, 
and (4) the impact of the injunction on the 
public interest? 

’ See, e.g., Purdue Pharma L.P., v. Bhehrittger 
Ingelheim GMBH, 237 F.3d 1359,1363 (Fed. Cir. 2001) 
(affirming district court’s grant of a preliminary injunction 
blocking marketing of a generic drug product). 

3 Relatively little case law exists to indicate the 
ease or difficulty for the brand-name con@my to obtain a 
preliminary injunction against an ANDA applicant. A ibw 
cases do suggest circumstances in which a preliminary 
injunction may be granted. When a patentee establishes a 
likelihood of success on the merits, it is entitled to a 
rebuttable presumption of irreparable harm, For example, 
when the brand-name company is able to show evidence of 
price erosion and its expected loss of market share caused 
by introduction of a competing drug product, or of a 
generic applicant’s likely inability to pay the brand-name 
company’s lost profit damages, a preliminary injunction 
may be granted. See, e.g., Purdue Pharma LT., v. 

Patent List&g Statute and 
Regula tiom 

The Hatch-Waxman Amendments 
describe the patent information that brand- 
name companies must file with any new 
drug application (NDA). Once the FDA 
approves the drug, it then lists the patents in 
the Orange Book, Spe&ically, the listing 
statute requires that an ,NDA filer ‘“shall’file 
with the application the patent number and 
the expiration date of any patent which 
claims the drug for vhich the applicant 
submitted the [new drug] application or 
which claims a method of using such drug 
and with respect to which a claim of patent 
infringement could reasonably be asserted if 
a person not licensed by the owner engaged 
in the manufacture, use, or sale of the 
drug.‘” 

The FDA has adopted regulations 
governing the types of patents that can be 
listed in the Orange Book? The listing 
regulation is separated into 6 subsections 
below for ease of se&ding. Specifically, the 
brand-name company must list in the Orange 
Book each patent which: 

[ 1] claims the drug or a method of 
using the drug that is the subject of the new 
drug application or amendment or 

Boehtinger Ingelheim GMJB, 2000 U.S. Dist. LEXIS 
6563 (S.D.N.Y. 2000), af’d237 F.3d 1359,1363 (Fed. 
Cir. 2001); Giavo Group, Ltd v. Rarzanbaxy Pharms., Inc., 
262 F.3d 1333,1338 (Fed. Cir. 2001) (discussing district 
court’s decision to grant preliminary injunction because 
generic manufacturer could not pay NDA holder’s potential 
damages); see Chisum on Patents, $‘20,04(e)(iv) (hJatthew 
Bender). 

4 21 U.S.C. $355(b)(l). 

5 21 C.F.R. $314.53(b) (the “listing regulation”). 
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supplement to it and 

[2] with respect to which a claim of 
patent infringement could reasonably be 
asserted if a person not licensed by the owner 
of the patent engaged in the manufacture, use 
or sale of the drug product. 

This portion of the listing regulation, 
requiring that a listed patent satisfy two 
independent prongs, is nearly identical to the 
governing statute, 21 U.S.C. $ 355(b)(l), 
except that the regulation substitutes the term 
“drug product” for the term “drug” in the 
second prong. The FDA interprets the term 
“drug” in the statute’s first prong to mean 
“drug product.” A district court has 
affirmed this interpretation.6 Thus, it is the 
drug product: approved through the NDA, 
that controls the listing analysis, of the two 
prongs (“claims the drug” and “a claim of 
patent infringement”). 

The remainder of the listing 
regulation elaborates on the meaning of the 
two independent prongs: 

[3] For purposes of this part, such 
patents consist of drug substance (ingredient) 
patents, drug product (formulation and 
composition) patents, and method of use 
patents. 

[4] Process patents are not covered by 
this section and information on process 
patents may not be submitted to FDA. 

.‘$, 6 Pfizer, Inc. v. FDA, 753 F. Supp. 171 (D, Md. 
1990). 

7 The FDA’s regulations define Yrug product” as 
“a finished dosage form, for example, a tablet, capsule, 
solution, etc*, that contains an active drug ingredient 
generally, but not necessarily, in association with inactive 
ingredients.” 21 C.F.R. 9 210.3(4). 

[5] For patentk that claim a drug 
substance or drug product, the applicant shall 
submit information only on those patents that 
claim a drug product that is the subject of a 
pending or approved application, or that 
claim a drug substance that .is a component of 
such a product. 

[6] For patents that claim a method of 
use, the applicant shall submit information 
only on those patents that claim indications or 
other conditions of us; of a pending or 
approved application, 

Timing of Lis’ting Later-Issued 
Patents 

Brand-name companies may li$ 
later-issued patents (i.e., patents obtained 
from the U.S. Patent and Trademark Office 
after obtaining ND4 approval) so long as 
they do so within 30’ days of being granted 
the patent.’ Two scenarios are possible, 
depending on whether a later-issued patent 
is listed prior to or q?er the generic 
applicant files its ANDA. If the later-issued 
patent is listed prior to a generic applicant’s 
filing of an ANDA, then the generic 
applicant will certif$ regarding that patent 
along with all the other listed patents. A 
brand-name company’s suit on those patents 
within 45 days will generate only one 30- 
month stay, despite the fact that multiple 
patents are at issue in the litigation. 

If, however, the IatqGssued patent is 
listed after a generic applicant has filed its 

’ Id. 

’ 21 USC. 5 355(c)(2). Ofcourse, abrand- 
name company can list a patent more than 3%days after 
issuance; however, pending generic applicants do not have 
to re-certifl to that patent. 
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ANDA with a paragraph IV certification, 
then the generic applicant must re-certify 
that its ANDA does not infringe the later- 
issued patent, If the brand-name company 
sues within 45 days of the generic 
applicant’s re-certification, then a second 
30-month stay will issue, Thus, a brand- 
name company can obtain an additional 30- 
month stay of FDA approval if it lists 
patents in the Orange Book aJrer notice of 
an ANDA containing a paragraph IV 
certification, and then sues for patent 
infringement upon notice of the generic 
applicant’s re-certification. It is not 
necessary for the multiple 30-month stays to 
run consecutively; it is possible for gaps to 
exist between the multiple 30”month stays. 
For example, the first stay may have expired 
without a decision of a court or FDA 
approval of the ANDA, but a later-issued 
patent triggers an additional 30-month stay. 

Lack of Review of Patents in 
the Orange Book 

The FDA has stated that it lacks the 
resources and the expertise to review patents 
submitted with NDAs. The agency does not 
ensure that a submitted patent claims the 
approved drug before listing it in the Orange 
Book.‘O Moreover, the FDA has declined to 
enact any administrative procedures for 
resolving listing disputes. If a party disputes 
the accuracy of a listed patent, it may notify 

lo 59 Fed. Reg. 50338,50343 @ct. 3,1994) 
(“FDA does not have the expertise to review patent 
information, The agency believes that its resources would 
be better utilized in reviewing applications rather than 
reviewing patent claims.“); Abbreviated New Drag 
Application Regulations, 54 Fed. Reg. 28872,289lO 
(1989) (“In deciding whether a claim ofpatent 
infringement could reasonably be asserted , . . the agency 
will defer to the information submitted by the NDA 
applicant.‘). 

the FDA. The FDA then will request the 
brand-name compani to confirm the 
correctness of the lisied patent information. 
Unless the brand-name company voluntarily 
withdraws or amends its listed information, 
the FDA will not change the patent 
information in the Orange Book. If the 
information remains unchanged, generic 
applicants must certify to the disputed 
patent.” Two courts have upheld this 
policy.‘2 

Several generic apphcants have 
attempted to obtain court orders requiring 
the FDA or brand-name companies to delist 
certain patents from the Orange Book. 
When a patent is delisted, the 30-month stay 
will not run and, hence, the FDA is free to 
approve the ANDA, if other regulatory 
requirements are met. However, two recent 
court decisions have held that there is no 
private right of action under Hatch- 
Waxman. lJ 

‘* 21 C.F.R. $3 14.53(f). 

l2 See aaiPharma v. Thompsoa, 2002 WL 
1473429 (4’h Cir. Jul. 10, ioO2); Watson Pharmaceuticals 
Y. Henney, Civil Action No, 00-3516 (D. Md. Jan. 17, 
2001). 

I3 Andrx Pharm, Inc. v, Biowil Cop., 276 F.3d 
1368 (Fed. Cir. 2002); A4ylan Pharm, Inc. v. Thompson, 
268 F.3d 1323 (Fed. Cir. 2001). Nor do the patent laws 
permit an assertion of improper listing as a defense to 
patent infringement. Mylan, 268 F.3d at 1330-32. ‘Ihe 
Federal Circuit, however, has suggested that a generic 
applicant might sue the FDA under the Administrative 
Procedures Act to compel it to delist a patent and to 
approve an ANDA subjectto a 30-month stay that flows 
Tom au improperly listed patent. Andrx, 276 F.3d at 137% 
79. This suggestion contmdicts the FDA’s court-approved 
policy of not reviewing patents submitted with NDAs. 
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Box 4-2 discusses the BuSpar matter in 
which these holdings were made. 

Box 4-2 Private Parties Have Fva Right to Seek tbe Delisting of a Patent in the Orange Book 

The issue of whether a generic applicant could seek to delist a patent from the Orange Book was recently addressed in a court 
decision repanfing BuSpar. Bristol-Myers Squibb (“BMS”) had listed one patent in the Orange Book rel&g to buspirone (Patent NO. 
4,182,763 (the ‘763 patent)) when it had sou8ht approval of its NDA. This patent was to expire on November 21,ZOOO. 

Prior to expiration of this patent, Mylan Pharmacemicak% amon others, submitted an ANDA ;+h a paragraph El certification, 
because it sought approval to market buspimns only after BMSs fhrd patent -covering Bu8par expimd arl2zWam on November 22,200O. 
Only 12 hours before that ‘thnc, however, the Pattnt 08%x! issued Patent No. 6,150,365 (the ‘365 patent) to BMS; BMS immediately 
submitted the ‘365 patent to the FDA for listing in the Omnge Book This listtug pmtnttd FDA fmm grant& final approval to any 
pending ANDA, including Myhm’s. 

My& sued BMS in the District Court for the District of Columbia, seeking an orderrequtin8 BMS to remove the pabmt from 
the Omngt Book. ‘The district court alIowa&~t suit andagrtsd WithMyIan that thy ‘365 patent did not @ im the drug product. Rather, the 
court held that the ‘365 patent clshncd the buspirons metabolitc, sot buspiront itself, because BIvtS surrendered covem&tc of buspirooe itself 
in order to coovinco the patent examiner to ahow tht patent. MjW v. TliompJon, 139 F.Supp. 1,24-25 (D.D.C. 2001). The district court 
ordtrtd BMS to delist the pattnt, which it did on March 28,2001. This decision ahowed &o buspimnt to enter the market 
bmncdiately. At this point, the ‘365 patent had delayed generic entry for about four months. 

BMS appealed, however, and the Court of Appeals for the Federal Chsxtit reversed, holding that gmcric applicants have no 
private right ofa&m to chalkurge an NDA holder’s Orange Book listing as impmper. Pinthermorc, the aoutt ruled that Mylar0 dtfisting 
suit was not a rccognizal patant infiingemant defcIse, but rather an attempt to assert a private r@ht of action under Hatch-Waxman. Mylun 
Phamaceutica~, Ihc. v. Wompson, 268 F.3d 1323 (Fed; Cir. 2901). 

FolIowing this dccisiari, Bh4S chose not to r& the patenb akhougb BMS continued to sue tbc gcntic applicants for patent 
i&ingcnwnt. In re Btqpirone Pafenr L#pdon, 183 FSupp. 2d 363 (S.D.N.Y. 2002). As a result,‘gcntic buspirone rtmaintd on the 
market. Had BM8 relisted the patent, h_owcv*; the FDA could have revoked its approval of ganeric bus&w& thereby extending the t&ct 
of the ‘365 paahtbcyoad the four month delay it initially created. 

Immunity From. the Antitrust 
Laws for Listing Patents in the 
Orange Book 

The Commission recently has 
addressed whether&e act of sub&ting a 
patent for listing in the &ange Book is 
immune fiom’the antitrust laws, because it is 
a form of petitioning the government 
protected under the Noerr Pennington 
docfxine.14 As discussed in Box 4-3, the 

Disfric~ Court for the Southern District of 
New York agreed with the Commission’s 
argument that the a&t of listing patents in the 
Orange Book is not immune fi-om the 
antitrast laws. 

anticompetitive impact of inrproper Grange Book listings in 
Am&can Bioscience, Inc. v. fkistol-&rs Squibb Co., et 
d, Dkt. No. CV-OO-08577 (CD. Cal. Sept. 7,200O). See 
Federal Trade Commissiort Brief as amicns curiae 
asdable at 

I4 In re 3uqGrons Patent Lit@tiodIn re 
Buspitone Antitrust Utigation, hkn~ratxium of Law of 
Amicus Curiae the Rxieral Trade Commission in 
Oppotition to Defendant’s Motionl to Dismiss available u& 
<http:/~.ftc.provlos/200UOl/tiu~Fiti;EpdP. The 
Commission first raised cormems about the potential 

<httE;l/www..ftc.r~~109/~cusbr. In that 
cm. the ostties SouIlfit c&n% approval of a aattlement 
co&in& a speci&factral fir&rtg that EJristof-Myers was 
required to list American Bioscience’s patent for Bristol- 
Myera’s branded drug Ttil in the Orange Book. The 
Commission was concem~d that the court’s approval of the 
settleinent would amount to a judicial finding that the 
patom met the statutory requtrernents for listing in the 
Orange Book and would prejudice parties who may later 
challenge the listing. ’ 
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Box 4-3 Noerr-Pennington and Orange Bopk Listingti 

‘Ihe Noerr doctrine - first articulated as an interpretation of the Sherman Act in Eastet7r RR Presitienis Co@ v. Noerr 
Mozo~Z+eighf, Inc., 365 U.S. 127 (1961) and UnitaiMhe Wqrkers ofAmerica v. Pennington, 381 US. 6S7 (1965)- provides antitrust 
immunity for individuals upetitionin$’ government. Although the Noerr doctrine is an important limitation on the antitrust laws that 
protects the right of individuals to cornmum ‘cate with govomtit eatitics, sonm courts have intmpreted the doctrine broadly in ways 
that are incoasistent with Supreme Court pmcedeut The Naerr doctrine was never intended to protect what Robert Bork has 
chsracterizd as “@k&&ion through the misuse ofgovemment processes.” Robert Il. Bark, The Antitrust Pa&mu A Policy at War 
withltself364(FreeI’ress 1993)(1978). .._ . . . __.. 

In Jsnuary 2002, m&al plaintifi alleged that, through fioudulent patent filings with the FDA BMS violated Section 2 of 
the Sherman Act by causing the FDA to fist a patent in the Orange Book to block generic competitioniivi$r its BuSpar product. In 
response, BMS moved to dismiss, claltuiug Noerd9nningron immunity. On February 14.2002, thecourt denied BMS’s motion to 
dismiss. In re Btuphte PateM Litigation& re Bus@ne AnttMtstLitigazion, 185 F.SuppJd 363 (S.D.N.Y. 2002). 

The cwrt’s decision rejected BMS’s claim of NoewPerwingfon immunity on threeindepindent and altamativc grounds. 
Tltc first, end perhaps most fmportant, of these grotmds ww that Orange Book filings simply do not optitute protected “petitioning.” 
The cotat WSOW that an Orange Book filin8 is enatogous to 8 tariff filing. In both casesp “the government dws not perform an 
independent review of the validity of the SEQterueuts, does not make or issue an intervening judgment, and instead acts in direct reliance 
on the private party’s repmsentatlous.” 185 F.Supp.2d at 370. The court also stated that an ChangeBook filing is not incidenta to 
putitioning, hddfng that BMS could have listed its patent in the Orange Book qyithout subsequently bringin8 inftingement suits. . . 
(and] could have brought these suits without relying on its OrangeBook listing.” Id. at 372. 

The court flrrther concluded tit, even if huge Book filings were to constitute “petitioning,” application of two epccific 
exceptions to the Nowr doctrine-the Wdkw Process and -ham” exceptions - would preclude a Rnding of antitrust knmunity. Unda 
W&w Proceee, a patent holder rnsy be subject to antitrust liability for attempting to enforce a patent prcaured through fraudulent 
mismpmsentations to the Patent and Tradcmnrk Office (TW’). Walker Process Equipment, Znc v. Food Machines & Chemical 
Corp., 382 U.S. 172 (1965). The Bwpirone court cqcluded that the Orange Book listing and patent pro&n&ion processes were 
sufficiently analogous to warrant extension of the Noerr exception beyond the FTO context, and that plaintiffs’ allegations satisfied 
Walker Procas. 185 F.Supp.2d at 372-75. 

Under the ‘Sham” exception, the opponent ofNoerr immunity must demonstrate that dofen@nt*s petitioning conduct-in 
this case, BMS’s patent filing with the FDA - was *objectively baseiess.‘* Pwfmsional Real Estate Zaiwtoon, Inc. v. Cohmbia Pichrres 
Indwtrfac, Inc., 508 U.S. 49,60 (1993). A&r an examination of the prosecution history of BMS’s patent, as well as the specification 
snd claims, the Bqpirone court concluded that the filing was, indeed, “objectively baseless.* The court &r&r observed that BMS’s 
srgument to the contrary “ignores thelaw and tries to justify taking property that belongs to the public.” 

In light of the Bwptrone decision, and the underlying force of thb court’s reasoning, the Nwrr-Penningron doctrine may not 
prove as large an obstacle to using the antibust laws to temcdy impqcr Orange Book filings as somemay have anticipated. It is worth 
toting and indeed emphesizing, thttt 3-b~ das not mean thet all improp~ Orange Book filings till giw rise to antitrust liability. 
9ny antitrust liability must necessszily be predicated on a clear showing of a violation of substantive antitrust law. But, under 
8rqn&one, Orange Book filings are not Immune from those laws or exempt fmm their scrutiny. 

Definition. if a To&t ” 
Decision. to. Tednate the 30- 
Month. Stay 

has been taker~?~ The FDA also used this 
defkition of a ‘decision of a ‘%ourC’ when it 
a~seyed whether: the UN-day exclusivity 
had been triggered.lQ 

Once a 30-month stay begins, FDA 
regulations govern what constitutes a 
decision of a “court” for purposes of 
term inating the 30-month stay. .These 
regulatioti recently: have changed. 

“21 CpR314.IQ7(c)(l) (1999). 

Originally, the FDA interpreted a decision of 
a, ‘%ourT,to. mean ‘the court that enters final 
judgment f?om  which no. appeal can be or 

“See Chapter 5 for further discussion of the 
18O-day exclusivity. 

I7 TorPbarm, Inc. v. Shalala, No, 97.1925,1997 
U.S. Diet. LEXIS 2 I983 {D.D.C. Sep. 15,1997), qpeal 
wfrhdruwn and remanded, 1998 U.S. App. LEXIS 4681 
(D.C. Cir. Feb. 5,19P8); vacatedNo. 97-1925 (D.D.C. 
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District Court for the District of Columbia 
found the FDA’s interpretation of ‘%ourt” to 
be inconsistent with the statute’s plain 
meaning; the FDA was directed to approve 
an ANDA upon a decision of a district court 
finding a patent invalid, unenforceable, or 
not infringed. 

To comply with this decision, the 
FDA has provided a “Guidancefor Industry’ 
that redefines “court” to be a district court. 
This definition applies, however, only to 
ANDAs containing paragraph IV 
certifications that were filed with the FDA 
after March 2000, If a generic applicant 
filed its ANDA with the paragraph IV 
certification prior to March 2000, the 
definition of a court will remain “‘the court 
that enters final judgment from which no 
appeal can be or has been taken.“** 

months and 27 days., For ANDA 
infringement litigation with the second 
generic applicant, the time frames were 
slightly shorter as shown in Table 4-l. 
Table 4- 1 l9 also shows‘the average for 
litigation involving both first and second 
generic applicants. 

Table 4-l Length of Patent Cases 

Complaint and 
District Court 
Decision 

Between 
Complaint and 
Appellate 
Decision 

25 rno@htg 
21 days 
(31 cases) 

38 months, 
27 days 
(14 cases) 

24 months, 25 months, 
29 days 13 days 
(22 cases) (53 cases) 

36 months, 37 months, 
4 days 20 days 
(12 cases) (26 cases) 

Duration of Patent 
Infringement Litigation 

Table 4-l shows the average time it 
took to obtain a decision of a district court 
and, then, an appellate court in ANDA 
patent infringement cases involving the drug 
products included within the scope of the 
study. On average, the time between 
complaint and district court decisions in 
litigation with the first generic applicant was 
25 months and 21 days. The time between 
complaint and an appellate decision was 38 

Several observations can be made 
from the data. First,‘patent infringement 
litigation over blockbuster drugs 
increasingly has involved more patents. 
Prior to 1998, for 8 out of the 9 blockbuster 
drug products as to which the brand-name 
company filed suit against the first generic 
applicant, the brandiname company alleged 
infringement of 1 or 2 patents. In the 
remaining case, the brand-name company 
alleged infringement of 3 patents. Since 
1998, for only 3 out of the 8 blockbuster 
drug products as to which the brand-name 
company filed suit against the first generic 
applicant, the brandiname company alleged 

Apr. 9, 1998). 

t* FDA, Guidance for Industry, Court Decisions, 
ANDA Approvals, and ISO-Day Exclusivity Under the 
Hatch-Waxman Amendments to the Federal Food, Drug, 
and Cosmetic Act (Mar 2000). This guidance document 
also discusses the definition of a court to trigger the 180- 
day exclusivity, see Chapter 5. 

I9 Table 4-l contains cases that resulted in a 
court opinion, including cases involving the same drug 
product, but a different dosage strength or generic applicant 
(if different generic applicants were flit for different 
dosage strengths). It does not include stipulated dismissals 
or consent entered by the court pursuant to a patent 
settlement agreement. 
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infringement of 1 or 2 patents. In the 
remaining 5 instances, the brand-name 
company alleged infringement of 3 or more 
patents, For example, the brand-name 
company for blockbuster drug products such 
as Prilosec, Claritin, and Paxil sued the first 
generic applicant for patent infringement on 
six, three, and six patents, respectively. One 
drug product, Lupron, has 12 listed patents 
for which the brand-name company has 
alleged infringement. 

Second, cases involving multiple 
patents appear to extend beyond the average 
time it took to resolve the patent 
infringement cases identified in Table 4- 1. 
The data suggest that cases involving 
multiple patents take longer to resolve than 
those involving fewer patents. As of June 1, 
2002, for 6 out of the 7 cases that have been 
pending for more than 30 months without a 
decision from a district court (see Figure 2- 
1), the brand-name company has alleged 
infringement of 3 or more patents. 

Third, district courts have issued 
decisions about non-infringement in a 
shorter period of time than decisions of 
patent invalidity. The average time between 
the filing of the complaint against either the 
first or second generic applicant and a 
decision of non-infringement was 19 
months, 23 days. By contrast, the average 
time to obtain a district court decision of 
patent invalidity was 33 months, 5 days. 

Multiple 30-Month Stays on 
Later-Issued Patents For Drug 
Products in the Study 

The data revealed 8 drug products 

(out of 104 in the study) for which the 
brand-name company listed a patent in the 
Orange Book after the first generic applicant 
had filed its ANDA.“O In these cases, the 
brand-name company obtained one or more 
additional 30-month,stays for the drug 
product. Table 4-2 shows that the majority 
of the second 30-month stays have issued 
since 1.999.2* In contrast to the discussion in 
Chapter 3 concerning settlement agreements, 
the discussion here is not anonymous 
because the Orange Book listings and patent 
information is readily available in the public 
domain. 

Table 4-2 Usage of Later-Issued Patents 

I 1996 
I 

2 
I 

Wytrin (tablets); 
Platinol* I 

I 1997/98 lo I 
I 1999 1 1 1 Paxil I 

2ooo 

* The earlier-sled ANDAs Gontained paragraph III 
certifications, but the later-issued patent was listed in the 
Orange Book shortly before the tmderlying patents were to 
expire. 

2o This total does not include instances in which 
the brand-name company initiated suit on a different 
strength ofthe same drug product 

21 There may be sdditional drug products that 
have obtained a second 30-month stay that are not included 
within this study because the first ANDA with a paragraph 
IV certification was filed after January 1,200 1. See 
Chapter 1 for the scope of the study. 
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Table 4-3 describes the total time per additional 30-month stay, typically based on 
drug product during which the FDA was a formulation or method af use patent. 
prohibited from approving a generic Appendix G describes the relationship of 
applicant’s ANDA because of one or more these additional patents to the brand-name 
30-month stays generated by a later-listed company’s approved drug product. 
patent. In most cases, the brand-name Appendix H describes issues about the 
company companies only obtained one listing of these patents in the Orange Book. 

Table 4-3 Multiple 30-Month Stays Caused by Patents Later-Issued.Patents 

N/A, 
Paragraph III 
Certification 

Formulation Beginning 2 
months prior to 
the last patent 
claiming the drug 
expired 

Platinol 
(Cisplatin) 

Between $100 and 
$250 million 

Hytrin - tablets 
(Terazosin) 

Dw 
substance 

Drug 
Substance 

Beginning 43 
months after the 
first stay began 

Between $500 and 
$750 million 

70 
months* 

Paxil 
(Paroxetine 
Hydrochloride) 

Dw 
Substance, 
Formulation, 
Method of use 

=w 
Substance, 
Formulation, 
Method of Use 

Beginning 17 
months into the 
first stay 

Over % 1 billion 

Taxol 
(Paclitaxel) 

Method of Use Formulation Beginning after lgt 
30-month stay had 
expired 

Potentiilly 
60 
mon&s** 

Between $750 
million and $1 
billion 

Method of 
Use, 
Paragraph III 
Certification 

Method of Use Beginning the day 
the last patent 
claiming the drug 
expired 

Potentially 

LhS** 

Between $500 and 
$750 million 

A 

(Buspirone) 

Neurontin - 
capsules 
(Gabapentin) 

Drug 
Substance, 
Method of Use 

Formulation Beginning 23 
months into first 
S&Y 

53 months Between $250 and 
$500 million 

2 

Neurontin - 
tablets 
(Gabapentin) 

37 months Between $250 and 
$500 million 

Dwz Formulation 2 Beginning 7 
Substance, months into first 
Method of Use stay 

Tiazac Formulation Formulation 2 Beginning 30 Potentially Between % 100 and 
(Diltiazem) months after first 60 $250 million 

stay began months** 

* The time from the beginning of the first stay until the end ofthe fmal stay lasted approximately 70 months, but the stays were 
not overlapping. See Appendix G for a further discussion of Hytrin. 

** The actual total length of the stays were shorter because of the court actions in each of the cases, see discussion in Boxes 4-2, 
4-3, and Appendix G. 
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In four instances @Q&in (tablets), 
BuSpar, Paxil, and Tiazac), the braud-uame 
company applied for; the patents more than 
one year after the FDA had approved the 
drug product covered bythe NDA, 
suggesting that the patents coot cover the 
approved drug product and be valid, due to 
the “‘on sale bar” of patent law. The later- 
issued patents for Hytrin, Platinol, Taxol, 
and BuSpar were determined to be invalid 
patents or not ihfkinged. The suit involving 
the later-issued patent listed for Tiazac was 

. disqksed pursuaut to the Commission’s 
recent enforcement action described in Box 

4-4. The in&ingeqeut litigation involving 
the later&med pae@s for the remaining 
drug products (Pax& aud Neurontin (tablets 
and capsules)) is still pending. 

For Neuroutiu and Platiuol, the 
second stay was genqted by a patent that 
had been peuding for au extended period in 
the Patent Offike. III the case of Neuroutin, 
the ‘482 patent hadibeeu pending for ten 
years. In the case ofPlatino1, U.S. Patent 
No. 5,562,925 had been pending for 26 years 
before it issued. 

Box 4-4 The FTC’s Enforcement Action IwoMng Tlazac 

Tiazac is a drug for treatment of high blood .predsure and chronic chest pain; it had annual s&s in $000 of almost $200 
million. Andrx filed the first ANDA for a generic version of Tiazac in June 1998 with a Paramph IV oertiftcdtion regarding the only 
patent then claiming Tiazac, the 79s patent Biovail filed a patent infringemeat lawsuit within 45-days of its notification, alleging that 
Andrx’s generic Tiazac product would intige the 791 patent. This lawmdt triggered a 30-month stay of fmal regulatory approval of 
A&x’s ANDA, which was to expire on February 26,ZOOl. 1 

On March 6, ZOOO, tbe U.S. District Court presiding over the patent i&ingetnent suit found t&t A&IX’s product did not infringe 
the 791 patent. BiovniI Corp. btt’l v. An&x P~VIII. Iit& 2ooO WL 33354427 {S.D. Fia. Mar 6,2000$ Biovail appealed this decision to 
the U.S. Court of Appeals for the Federal Ciiuit, On Pebrua~~ 13,2001, the Federal Circuit affhmed the district court’s ruling that 
A&X’S product did not in!?inge Biovail’s 791 paten& thus ending the first 30-month stay. 

Before the Fed&al Circuit issued its de&@ however, Biovail, an January 8,2001, listed a se&?ttd patent in theOrange Book as 
claiming Tiazac. Biovail acquired this patent, U.S. Patent No. 6,162,463 (“the Y63 patent’?, frcm DOV Pharmaceuticals, Inc. through an 
exclusive licensing arrangement that also included ptans to develop new diltiszem products jointly.usitiB the ‘463 pateat. Because of this 
listing, Andre was required to submit a second paragraph IV certific&n asserting non-intiugemcnt of thb ‘463 patent. After receiving 
A&x’s certification, Biovail filed another int?ittgentent’suit, b@gering a second 30.month stay, and further delaying the potential entt’y 
ofAndt+ generic Tiazac product until at least June 2003 or u&I tho ‘463 was declared invalid or not infringed. 

Tbe PTC’s complaint alleged that Biiail was swam &at the ‘463 pateot did not claim the formulation of Tiasac that it had 
been marketing. Accordingiy, Biovail did not need the ‘463 patent in order to make ur sell it& existing @DA-approved formulation of 
Tiazac, and it could have continued to do so without in&ittging the ‘463 patent Moreover, in prosecut$g the patent befors the U.S. 
Patent and Trademark Office, DOV was required to distinguish the ‘463 pat@ from the prior art - in&dir& Biovail’s Tiazac - before the 
patent examiner approved tbe patent. ‘mis fact suggcsts,that the ‘463 patent could not simultaneously be valid and properly listed in the 
Orange Book for Tiazac. 

The Commission alleged that Biovail mis+dingllyrepres~ted to the FDA that the new pat@ claimed existing-and-approved, 
rather than mvised-and-unappmved, Tisaac, to avoid de-list& f&n tha Orange Book and termination of the stay against AI&X. ‘Ihe 
Commission alteged that Biovail’s patent9cquWon~ wro@d orangq 3ook listi@ and misfeading conduct before the FDA were acts in 
.mlawfbt maintenance of its Tiazac monopoly, in violation of Section 5 of the FTC Act, and that the acQdsitioa also violated Section 7 of 
ha Clayton kt. 

The proposed consent order would require &vail to div&t the illegally acquired p8tent to it& original owns, except as to new 
roduct developments outside the Tiasac marka to dismiss its infringement case against Andrx, wbi&would end the stay, themby 
lrlowing entry of generic Tiazac to tbo benefit ofconsumers; and toreftain from any action that would @ger another 30-month stay on 
leneric Tiasac enby. Further, the orderprohiits B&vail tim unlawfully liiting patents in the Orange Btik and rcquims Biovail to give 
he Commission prior notice of acquisitions of patenti thaiit will list in the Orange Book for Biovail’s’FDA-approved products. 
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The patent listings involving 
GlaxoSmithKline’s (GSK)22 drug product 
Paxil illustrate the impact that multiple 30- 
month stays can have on the timing of FDA 
approval, and thus the beginning of generic 
competition. Four additional 30-month 
stays have prevented FDA approval of 
generic competition against Paxil for 
approximately 65 monthsF3 GSK 
manufactures and distributes Paxil, which 
the FDA has approved for the treatment of 
depression, obsessive compulsive disorder, 
panic disorder, and social anxiety disorder.24 

The FDA approved Paxil in 
December 1992. Patent No. 4,007,196 (the 
‘ 196 patent) covering the active ingredient 
paroxetine hydrochloride had expired prior 
to this date and, therefore, was not listed in 
the Orange Book. However, GSK listed 
Patent No. 4,72 1,723 (the ‘723 patent) 
which claims paroxetine hydrochloride 
hemihydrate. (A hemihydrate is a form of 
the active ingredient that has one water 
molecule for every two paroxetine 
molecules incorporated into its crystalline 
structure.) 

Apotex Corporation filed an ANDA 
for generic Paxil on March 3 1, 1998. With 
the ANDA, Apotex submitted a paragraph 
IV certification for the “723 patent, the only 
patent listed in the Orange Book at that time. 
GSK’s intiingementsuit generated the first 
30-month stay, which expired in 
approximately November 2000. Since 
March 1998, however, GSK has listed nine 
additional patents in the Orange Book and 
brought infringement suits against Apotex 
on four of them. The four infringement suits 
generated four additional 30-month stays 
that created an automatic stay on FDA 
approval of generic Paxil totaling over 5 
years. Figure 4-l depicts graphically the 
stay on FDA approval of Apotex’s ANDA. 

22 Before the merger of GIaxo Wellcome and 
SmithKline Beecham, Paxil was manufactured and 
distributed by SmithKline Beecham, which was also the 
original NDA holder. For simplicity, however, we will 
refer throughout to GSK. 

23 Apotex Corporation, Novartis (Geneva), 
Mylan, Alphapharm, IVAX, and Pentech have all filed 
ANDAs for generic Paxil. GSK sued each ofthem for 
infringing at least some of the patents discussed. For 
simplicity in demonstrating the effect of the more recently 
listed patents and the 30-month stays they generated, we 
will focus on the suits GSK brought against Apotex. 

u Physician’s Desk Reference, 5P ed. (2001) at 
3114. 
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I 30.nm stay for ‘944 patent 
Oec. ‘00 (appmx.) - June ‘03 

I 

3040 stay for 759 Palenl 
Aug. ‘00 (appmx.) - Feb. ‘03 1 

- 30-mo slay for ‘423 Patent I I 

I- 30-1~0 stay for723 Patent 

July ‘99 (sppmx.) - Jan. ‘02 

I May ‘98 (apprcx.) - NOV. ‘00 

IQ98 1 

Aprotex on 
‘723 Patent 

Mar ‘98 
FDA approves Apolex files 
Peril GSK lists first ANDA 
‘723 Patent 

Aug ‘99 
GSK sues 
Apotex on 
‘423 Patent 

2001 

T- 

Jan ‘01 
GSK sues 
Apotex on 
‘944 
Patent 

Sep’ 00 
GSK sues 

May ‘01 
GSK sues 

Apotex on 769 Apotex on 
Patent 233 patent 

Analysis of Later-Issued 
Patents in the Orange Book 

Four points bear emphasizing as 
defining the class of listable patents 
according to the listing statute and 
regulation. First, a brand-name company 

To gain some insight into patent 
listing issues, the FTC staff reviewed the 
patents listed for drug products as to which 
the responding generic companies indicated 
that they had challenged a listing in some 
way.25 The analysis indicates that three 
categories of patents listed in the Orange 
Book raise significant listability issues - i.e., 
issues concerning whether the listed patents 
fall within the statutorily defined class. 

25 See Appendix E, Question 4 for generic 
companies. These drug products encompass the eight 
products listed in Table 4-3 as subject to multiple 30- 
month stays. 

may list only thos& patents that claim the 
approved drug product or a method of using 
the drug product described in its NDA. The 
key reIationship governing whether a patent 
is properly listed in the Orange Book is the 
relationship between the patent and the 
brand-name drug product. The relationship 
between the patent and any bioequivalent 
generic drug is irrelevant to the listing 
question. As the discussion of litigation 
outcomes in Chapter 2 demonstrates, it is 
entirely possible, and in fact common, for a 
patent to claim th” brand-name drug (and 
hence be fisted in the Orange Book), but not 
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to be infringed by a bioequivalent generic 
product. Conversely, it is possible for a 
bioequivalent generic product to infringe a 
patent that does not claim the brand-name 
drug (and hence should not be listed in the 
Orange Book)F6 

Second, the Hatch-Waxman 
Amendments and listing regulations grant 
brand-name companies the 30-month stay 
only for those patents that claim its approved 
drug product or an approved use of that 
product. The Amendments do not grant the 
protection of the 30-month stay to every 
patent that a bioequivalent generic product 
may infringe. This does not mean, however, 
that a brand-name product is left vulnerable 
to infringing generic products, A brand- 
name company may obtain and enforce 
patents covering bioequivalent “design- 
around” formulations of its product. In fact, 
the brand-name company may bring its 
infringement suit at the time the generic files 
its ANDA, even when the patent is not listed 
in the Orange Book?’ Moreover, just like 

26 This is especially true for formulation patents, 
which cover composition of a drug product, rather than its 
active ingredient. A generic drug company may formulate 
its drug product differently than the brand-name product, 
but still produce a bioequivalent product. The generic’s 
different formulation may not in%nge the brand’s patent 
covering its own formulation. See, e.g., Biovail Corp. v. 
Andrx Pharma., Inc., 239 F.3d 1297 (Fed. Cir. 2001) 
(At&x’s formulation did not infringe listed patent). On 
the other hand, a generic company’s own formulation may 
be sufficiently different to merit its own patent protection. 
See U.S. Patent No. 5,567,441 (patent on diltizem 
formulation assigned to And&. 

27 3.5 U.S.C. 8 271(e)(2) makes it an act of 
inf?ingement to submit an ANDA for a drug “claimed in a 
patent,” This statute allows infringement litigation based 
on the filing of an ANDA in spite of $ 271 (e)(l)‘s safe 
harbor provision protecting activities related to obtaining 
FDA approval from infYingement allegations. As one 
district court has recognized, nothing in the statute limits 
suits under $271(e)(2) to those based on patents listed in 

any patent holder, brand-name company 
companies may prevent initial marketing of 
a generic product by:demonstrating 
entitlement to a preliminary injunction in 
patent infringement htigation. Thus, Orange 
Book listings control only whether a brand- 
name company may zobtain an automatic 30- 
month stay, not whether and when it may 
obtain and assert patent protection. 

Third, even after a patent satisfies the 
first prong of the statute (“claims the drug”), 
to be properly listedzit must still satisfy the 
independent second prong, requiring that a 
“claim of patent infringement could 
reasonably be asserted” against the NDA 
holder’s approved drug product.28 The 
analysis depends on whether the branded 
and approved drug product, rather than the 
generic product, inftinges the patent, absent 
a license. Whether a patentee can 
“reasonably)) assert a claim of patent 
infringement is not limited to infringement 
but also includes the validity and 
enforceability of the.patent. 

Fourth, the listing regulation requires 

the Orange Book. In re Buspirone AntihustLitigation, 185 
F. Supp. 2d 363,372 (S.D.N.Y. 2002) (patentee could have 
brought its infringement suit without relying on its Orange 
Book listing); see also Mylan Pharma., Inc. v. Thompson, 
268 F.3d 1323, 1331-32 (Fed. Cir. 2001) (rejecting 
argument that Mylan’s challenge to Orange Book listing 
could be viewed as a defense to Bristol’s assertion of patent 
intigement under 35 USC. Q 271(e)(2) suggesting that 
an infringement suit under 0 27 1 (e)(2) does not require that 
the asserted patent be listed in the Orange Book). In spite 
of this fact, one recent district court decision suggested that 
an Orange Book listing and a paragraph IV certification is a 
necessary predicate to a patent suit under $27 1 (e)(2). 
Allergan Inc. v. Akon Labs, Itic., 200 F.Supp.Zd 1219 
(CD. Cal. 2002). To ensure that litigation can proceed 
upon the filing of an ANDA, without such an Orange Book 
listing and a paragraph IV certification, this decision 
should be overruled. 

28 21 C.F.R. $ 314.53(b). 
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that the patent “claim” the approved drug 
product?9 The Court of Appeals for the 
Federal Circuit has explained that the term 
“claim” under the Hatch-Waxman 
Amendments has the standard meaning as 
understood in patent law,3o A patent 
“claims” a product only when the written 
section of the issued patent labeled the 
“claims” define it. As the Federal Circuit 
stated, “the plain meaning of ‘claims’ is not 
the same as the plain meaning of 
infringement.‘“’ Even though a drug 
product or its use may infringe a patent 
under the doctrine of equivalentsT2 or 
indirectly through theories of contibutory 
infringement or inducement to infringe, that 
patent does not “claim” the product?3 
Consequently, a brand-name company may 
not list a patent in the Orange Book when its 
approved drug product infringes the patent 

29 Id. 

3o Hoechst-Roussel Pharms., Inc. v. Lehman, 109 
F.3d 756 (Fed. Cir, 1997) (interpreting the term “claims”in 
the Patent Term Restoration portion of the Hatch-Waxman 
Amendments at 35 USC. !j 156(a)). A district court has 
held that this interpretation of “claims” applies to the 
listing statute, Mylan Pharma., Inc. v. Thompson, 139 F. 
Supp. 2d 1,19-21 (D.D.C. 2001), rev’d on other grounds, 
268 F.3d 1323 (Fed. Cir. 2001). 

759. 
31 Hoechst-Roussel Pharms., Inc., 109 F.3d at 

32 If an accused device does not literally infringe 
a patent claim because it lacks some element of that claim, 
it may infringe under the doctrine of equivalents ifit 
contains some element that is insubstantially different ftom 
the claim element which it lacks. Warner-Jenkinson Co., 
Inc. v. Hilton Davis Chemical Co., 520 U.S. 17, 35-36 
(1997). 

33 Hoechst-Roussel Pharms., Inc., 109 F.3d at 
759 (“The relationship between inliingement and the 
claims becomes even more tenuous under the doctrine of 
equivalents, where a product is deemed to in-l%nge the 
patentee’s right to exclude even though the product does 
not fall within the scope of the patent’s claims.“). 

only indirectly or under the doctrine of 
equivalents, and not directly and literally. 

One general concern overlays all four 
points. One function of the Orange Book is 
to provide notice to ANDA applicants of 
relevant patents. There is, however, a trade- 
off between using the Orange Book to 
provide notice of all relevant patents and 
implementing a methodology that grants the 
protection of the 3%month stay to a defined 
class of patents, as does the current statutory 
methodology. One consequence of 
restricting the patents listed in the Orange 
Book is that the Orange Book would then 
not provide notice of every patent that an 
ANDA filer might infringe. For example, 
beyond those patents that do not claim the 
brand-name company’s drug product, the 
Orange Book also provides no notice of 
process patents. The importance of the 
notice function of the Orange Book is 
unclear, however. Many companies may not 
need an Orange Book listing to provide 
notice, given the sophistication of their 
patent searching techniques and the common 
practice of monitoring newly listed patents 
on a regular basis.34 

The analysis identified three broad 
categories of patents that raise questions 
about whether they fall within the class the 
Hatch-Waxman Amendments defines as 
listable in the Orange Book, These 
categories, which are more fully explained 
in Appendix H, are: 

1. Patents that may not be 

34 See, e.g., Testimony of Michael Kirschner, 
Immunex Corp., FTC Public Bearings: Competition and 
Intellectual Property Law and Policy in the 
Knowledge-Based Economy (Feb. 26,200Z) avaiZabZe at 
<httn://www.ftc.~ov/onv~mteilect/(f20226trans.vdD. 
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considered to claim the drug formulation or 
method of use approved through the NDA. 
For example: 

a. Metabolitepatents that claim 
the chemical compound into 
which a patient’s body 
converts the approved drug 
product; 

b. Drug intermediatepatents 
that claim a chemical 
compound used during 
production of the active 
ingredient, but not appearing 
in the final drug product; and 

C. Polymorph patents that claim 
a crystalline form of the 
active ingredient that differs 
from the approved crystalline 
form; 

2. Product-by-process patents 
that claim a drug product produced by a 
specified process; and 

3. Patents that constitute 
double-patenting because they claim subject 
matter that is obvious in view of the claims 
of another patent invented by the same 
person. 

Several points emerge from the 
analysis in Appendices G and H comparing 
these patents to the class of patents defined 
as listable by the statute. The large majority 
of patents creating an additional 30-month 
stay raise some kind of listing issue. It is 
important to note that this patent analysis 
applies not only to late-issued patents, but 
also potentially to patents listed prior to the 
filing of ANDA. The patents generating the 

first or sole 30-month stay have, on 
occasion, raised similar listability issues. 

Determining whether these patents 
are appropriately listed sometimes involves 
an analysis of chemistry, patent law, and 
FDA law. Many of the listing issues 
concem’the FDA’s listing regulations, 
however, rather than interpretations of 
patent scope. For instance, the question of 
whether metabolite, drug intermediate, 
polymorph, and product-by-process patents 
may be listed appears to depend on 
interpretations of the listing regulations. As 
Appendix H details, the identification of 
individual patents as. falling into one of 
those categories is usually relatively straight- 
forward. 

To the degree there is uncertainty 
about the scope of the listing regulations, 
they could be clarified by regulation or 
guidance. The FDA’s clarification of these 
issues is important to antitrust challenges to 
improper Orange Book listings. The 
question of whether a patent claims some 
unapproved aspect (and hence should not be 
listed) may depend more on an interpretation 
of the NDA’s scope ‘of approval than an 
interpretation of the patent. A mechanism 
by which the FDA could comment on the 
scope of an NDA would be helpful in 
resolving some listing disputes, as occurred 
in the Tiazac situation described in Box 4-4. 
An antitrust suit involving complex 
elements beyond the propriety of the listing 
is the only current mechanism to challenge 
an Grange Book listing. 

To clarify some of these issues (but 
not all), the FTC staff has submitted a 
Citizen Petition to the FDA that seeks 
guidance concerning the criteria that a patent 
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must meet before it can be listed in the 
Orange Book?5 The requested guidance 
could eliminate uncertainty surrounding the 
appropriateness of listing some types of 
patents, in particular polymorph patents, in 
the Orange Book, but it will leave other 
issues unaddressed. The FTC staff Citizen 
Petition is pending. 

35 Appendix F contains a copy of the FTC Stafl 
Citizen Petition, available at 
~httv://wmv.fda.~ov/ohrn&docket/dailvslOlNavO1f05290 
l/cua.Dd+. 
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Chapter 5 NO-Day Marketing Exclusivity Under the Hatch- 
Waxman Amendments 

Introduction 

The Hatch-Waxman Amendments 
provide 180 days of marketing exclusivity to 
the first generic application that seeks entry 
prior to expiration of the patents listed for 
the relevant brand-name drug product. The 
exclusivity allows this first generic applicant 
to sell the only generic substitute for a 
brand-name drug product for 180 days afier 
either i) first commercial marketing by the 
first generic applicant, or ii) a decision of a 
court holding the relevant patents to be 
invalid or not infringed.’ The grant of 180- 
day exclusivity to the first generic applicant 
creates an incentive for a generic company 
to challenge a brand-name company’s drug 
product patents. One court has explained 
that 180-day exclusivity rewards the first 
generic applicant for the expense and effort 
involved with challenging a listed patent.2 

If the 180-day exclusivity for the first 
generic applicant does not run, then the FDA 
may not approve any subsequent eligible 
generic applicants. Thus, if the. first generic 
applicant agrees not to trigger the 180-day 
exclusivity, the possibility exists that no 
generic applicant may enter the market. The 
Commission’s interest in 180-day 
exclusivity has focused on the agreements 
between brand-name and generic companies 
that have affected whether and when first 
generic applicants have triggered the running 

1 21 U.S.C. $ 505@o()(B)(iv). 

2 Mova v. Shalala, 140 F. 3d lU60,1074 (DC. 
Cir. 1998). 

of 180-day exclusivity. The Commission’s 
antitrust law enforcement actions have 
alleged that certain brand-name and generic 
companies have entered into agreements 
that, among other things, have had the effect 
of delaying entry by the first generic that 
otherwise would trigger the running of the 
180-day exclusivity, thereby creating a 
bottleneck for any subsequent eligible 
generic entry.3 

The regulatory Iandscape 
implementing the 18%day exclusivity 
provision has shifted over the last several 
years, and this may have affected the 
frequency with which generic applicants 
obtain 180-day exclusivity. Before 1992 (a 
time period not included in the FTC’s 
study), the FDA granted I SO-day exclusivity 
to 3 generic applicants, From 1992 until 
1998, the FDA granted 180”day exclusivity 
to no generic applicants. Since 1998, when 
the FDA changed its regulations in response 
to a court ruling,4 and more ANDAs 
containing paragraph IV certifications have 
been filed, the FDA has granted 18Oday 
exclusivity to the first generic applicant for 
3 1 drug products. 

For the drug products within the 

3 See Abbott Laboratoties, No. C-3945 (May 22, 
2000) (consent order), ava&xble at 
<htta://www.ftc.aov/os/2000~03/abbott.do.h~ (this 
consent order related to 2 drug products: Hytrin tablets and 
Hytrin capsules). 

4 See Mow, supra n. 2. 
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scope of this study, the generic applicant’s 
commercial marketing has triggered the 180- 
day exclusivity in 19 of 3 1 instances. The 
data show that when the brand-name 
company did not sue the first generic 
applicant for patent infringement (29 drug 
products, see Table 2-l), the first generic 
applicant began commercial marketing soon 
after receiving FDA approval. 

The data show that 14 of the 20 final 
settlements obtained through the study 
(discussed in Chapter 3) had the potential, at 
the time they were executed, to “park” the 
first generic applicant’s 180-day exclusivity 
for some period of time, thus preventing 
FDA approval of any eligible subsequent 
applicants. In addition to the 20 final 
settlement agreements, there were 4 interim 
settlement agreements pursuant to which the 
patent litigation continued, but the parties 
agreed upon certain conditions in the 
meantime. The Commission, as noted 
above, has challenged interim settlements 
for 3 drug products. 

This chapter describes the 1 SO-day 
provision in the Hatch-Waxman 
Amendments and details how FDA’s rules 
governing 1 SO-day exclusivity have evolved. 
The chapter examines how the 180-day 
exclusivity has been triggered, and it also 
reviews the agreements that were obtained 
through the study that affect the triggering of 
the 180-day exclusivity. 

The Shifting Regulatory 
Landscape Implementing the 
HO-Day Exclusivity Period 

FDA rules implementing the 180-day 
exclusivity have changed over the last 
several years. This section describes the 
FDA’s initial approach to implementing the 
180-day exclusivity through the “successfiil 
defense” requirement and the current rules 
that no longer require a successful defense. 
The section then discusses the FDA’s 
regulations governing what constitutes a 
decision of a “court” and “commercial 
marketing” sufficient to trigger the first 
generic applicant’s 1%day exclusivity. 
Finally, it discusses recent developments 
surrounding the awarding of ‘“shared” 
exclusivity to multiple ‘generic applicants. 

Successfil Dgfime Requirement 

In October 1994, the FDA issued 
final regulations governing how it would 
award the 180-day exclusivity period to 
generic applicants? FDA regulations 
required that, to obtain the 180-day 
exclusivity, the first generic applicant had to 
defend success$@ against a patent claim of 
the brand-name company.6 The FDA 
asserted that only those generic applicants 
that had devoted considerable time and 
money to defend successfully the patent 
infringement lawsuit were entitled to be the 
first and only generic company on the 
market for 180 days. The FDA reasoned 
that a first generic applicant that a brand- 

‘See 59 Fed. Reg. 50338 et seq. (Oct. 3,1994). 
Prior to this time, the FDA used an approach similar to that 
outlined in these regulation& 
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name company had not sued might have an 
incentive to delay marketing. This delay 
would prolong the period of no generic 
competition, because other generic products 
may not be approved until the first generic 
product begins commercial marketing.7 

These regulations were challenged in 
Mova v,. Shalala, a case involving the brand- 
name drug product Glynase.8 Mova 
Pharmaceuticals was the first generic 
applicant for Glynase. Pharmacia & 
Upjohn, the brand-name company, sued 
Mova for patent infringement within the 
requisite 45-day period, thus initiating the 
30-month stay on FDA approval of Mova’s 
application. Pharmacia did not sue the 
second generic applicant, Mylan 
Pharmaceuticals, for the same drug product 
within 45 days of being notified; thus, the 
30-month stay was not triggered. FDA was 
about to approve Mylan’s ANDA prior to 
the expiration of Mova’s 30-month-stay, but 
before the district court had ruled on the 
merits of patent Singement case against 
Mova, the first generic applicant. Mova 
therefore sued the FDA to delay the effective 
date of the approval of Mylan’s application 
until Mova had won its patent infringement 
suit or begun commercial marketing of its 

language of the Hatch-Waxman 
Amendments.g The Court of Appeals for the 
District of ColumbiaCircuit affirmed the 
District Court’s ruling in its April 1998 
decision.” 

The FDA revoked the %uccessful 
defense” requirement and now makes 
exclusivity decisions on a case-by-case basis 
applying the literal words of the statute.” 
The FDA also has proposed new regulations 
to address issues that these court decisions 
have raised.i2 This rulemaking proceeding 
has been pending since August 1999. 

DeJnition of the “Court” As 
Used in the 180”Day Marketing 
Exclusivity Provision 

The FDA originally interpreted the 
definition of a court that would trigger 180- 
day exclusivity to be “the court that enters 
final judgment from which no appeal can be 
or has been taker~“~~ In Mjdan 

‘See Mova, 140 F.3d at 1069. 
generic product. 

lo The Court of Appeals also referenced 

The district court granted a 
preliminary injunction against the FDA on 
January 23, 1997, requiring the FDA to 
delay approval of Mylar-r until after Mova’s 
180 days of exclusivity took effect. This 
ruling rejected FDA’s “successful defense” 
requirement as inconsistent with the plain 

Granutec Inc. v. Shalala, 139 F.3d 889, 1998 WL 153410 
(4’b Cir. 1998); 46 USPQ2d 1398 (4’ Cir. 1998) 
(unpublished opinion1 in dicta, ‘We note that the Fourth 
Circuit recently came to the same conclusion in an 
unpublished opinion.” Mova, ,140 F.3d at 1069. 

I1 The FDA also subsequently published 
guidance for industry entitled “ISO-Day Generic Drug 
Exclusivity Under the Hatch-Waxman Amendments to the 
Federal Food, Drug, and Cosmetic Act” (June 1998), 
describing its approach to 1 &O-day exclusivity in light of 
Mova and Granutec. 

7 See 54 Fed. Reg. 28872 (Jul. 10, 1989). 

* 955 F. Supp. 128 (D.D.C. 1997), afld, 140 F. 
3d 1060 (DC. Cir. 1998). 

l2 64 Fed. Reg. 42873 (Aug. 6,1999). 

l3 21 CFR314.107(e)(l) (1999). 
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Pharmaceuticals, Inc. v. Shalala,‘4 the 
District Court for the District of Columbia 
found FDA’s interpretation of “court” to be 
incorrect; the court instead held that “court” 
means “district court.” The FDA amended 
its rules to implement the Mylan decision by 
defining the “court” decision that triggers 
the running of the 1 SO-day marketing 
exclusivity period as the decision of a 
district court. This definition applies, 
however, only to ANDAs containing 
paragraph IV certifications filed with the 
FDA after March 2000. Thus, if a generic 
applicant filed its ANDA with the paragraph 
IV certification prior to March 2000, the 
definition of a court will remain “the court 
that enters final judgment from which no 
appeal can be or has been taken.“l’ 

Triggers for the 180-Day 
Exclusivity Period 

Prior to the Mova court of appeals 
decision on April 14, 1998, the FDA had 
granted the 180-day exclusivity to 3 generic 
applicants for drug products covered by 3 
NDAs.16 In each case, a court had decided 
that the patent was invalid or not infringed 
such that the generic applicant had 
“successfully defended” the patent litigation 
suit. Each of these grants of the 180-day 

l4 Mylan Pharmaceuticals, Inc. v. Shald~, 8 I 
F.Supp.2d 30 (D.D.C. 2000). 

l5 FDA, Guidance for Industry, Court Decisions, 
ANDA Approvals, and 180-Day Exclusivity Under the 
Hatch-Waxman Amendments to the Federal Food, Drug, 
and Cosmetic Act (Mar 2000). This guidance document 
also discusses the definition of a court for purposes of 
when the 30-month stay expires, see Chapter 4. 

I6 This information was provided by the FDA to 
the FTC staff. 

exclusivity occurred prior to 1991 and 
involved drugs not included in the scope of 
the study. 

Since MOW, the FDA has granted the 
1 SO-day exclusivity to the first generic 
applicant for 3 1 drug products.‘7 Table 5-1 
categorizes these grants of exclusivity by the 
triggering mechanism (either by commercial 
marketing or the decision of a court) as of 
June 1,2002. 

Table 5-l: Marketing Exclusivity 
Triggering Event Since 1998” 

t7 For 8 drug products, the FDA has provided 
two or more generic applicants the I80-day exclusivity for 
drug products covered by the same NDA, because different 
generic applicants had the first ANDA for a particular 
strength of the drug product (e.g., 3Omg, 60 mg, and 90 mg 
tablets), To ensure no overcounting, the totals referred to 
in this section (and throughout the report unless otherwise 
noted) relate only to the number of NDAs for which 180- 
day exclusivity has been granted. For each drug product 
where this occurred, the same 180&y exclusivity was 
activated by the same trigger (Le., commercial marketing or 
a court decision). 

‘* For 2 drug products not included in Table 5-l 
but within the scope of this study, the first generic 
applicant relinquished its eligibility for the 180-day 
exclusivity, thus eliminating any delay for subsequent 
generic applicants to market their generic products. In 
addition, for 3 other drug products not included in Table 5- 
1, but within the scope of the study, the FDA has indicated 
that certain generic applicants are eligible for 180-day 
exclusivity, but the period has not yet started to run, 
because neither trigger has been activated. 

60 



Trigger: Commercial 
Marketing 

For 19 of the 3 1 drug products in 
Table 5- 1, the first generic applicant’s 
commercial marketing triggered the running 
of the 1 SO-day exclusivity period. 

In 5 of the 19 instances, commercial 
marketing occurred when the FDA did not 
consider a district court decision sufficient 
to trigger the 180-day exclusivity. In these 5 
instances, the generic applicants had 
prevailed at the district court and the 30- 
month stay period had expired, so that the 
FDA approved the generic applicant’s 
ANDA. Rather than waiting for an appellate 
decision, the generic applicants began 
commercial marketing. In each of these 
instances, the generic applicant ultimately 
prevailed in the appellate court, but 
commercial marketing, not a court decision, 
triggered the 180&y exclusivity. 

For another 5 of the 19 drug products 
in Table 5-1, the first generic applicant was 
not sued. Thus, the only available trigger for 
the 180&y exclusivity period was the first 
generic applicant’s commercial marketing.1g 

lg There was one other drug product for which 
the fist applicant was not sued, but its 180-day exclusivity 
was triggered by a court decision favorable to the second 
generic applicant, In this case, the FDA had not approved 
the first applicant’s ANDA, but the second generic 
applicant appeared to be ready to market - except that it 
had to wait for the running of the first applicant’s 180-day 
period. That the 180&y exclusivity had not run for the 
first generic applicant, because its ANDA had not yet been 
approved, delayed FDA approval of the second generic 
applicant’s ANDA. To remedy this problem, the second 
generic applicant sought a court decision of non- 
infringement to activate the “court decision” trigger. The 
district court hearing this declaratory judgment action 
dismissed the case for lack of case or controversy, because 
the brand-name company indicated that it would not sue 
the generic applicant for intiingement. The second generic 

In each of these instances, the first generic 
applicant began commercial marketing soon 
after receiving FDA approval. For 3 of 
these 5 drug products, the second generic 
applicant was approved at the end of the 
180-day exclusivity period, and there was 
not a second generic applicant for the other 2 
drug products. 

In 8 of the 19 instances, the brand- 
name company and tie generic applicant 
settled the patent litigation and the generic 
applicant’s commercial marketing triggered 
the 180&y exclusivity. These 8 settlements 
can be grouped into 4 categories: 

l For 3 drug products, the generic 
applicant entered an :mterim settlement with 
the brand-name company. Following 
termination of the settlement and FDA 
approval, the generic applicant was granted 
180~day exclusivity.2o 

l For 2 drug products, the generic 
applicant obtained a’license to use the 
patents that were subject to the paragraph IV 
certification prior to the patent’s expiration. 
The generic applicant then obtained FDA 
approval and began marketing the generic 
product that was the subject of its ANDA 

applicat argued that this constituted a “court decision” 
sufficient to trigger the 18Gday period. The Court of 
Appeals for the District of Columbia agreed and ruled that 
a district court’s earlier dismissal ofthe second generic 
applicant case for lack of case or controversy activated the 
court decision trigger and, thus, started the running of the 
first generic applicant’s 180&y exchnsivity. See Teva 
Pharmaceuticals, USA, Incs v. FDA, 182 F.3d 1003 (D.C. 
Cir. 1999). There is some uncertainty regarding whether 
this reasoning would apply to trigger the 180-day 
exclusivity in the future. 

2o See Abbott Labs., sup-a n 3. 
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(see drug products A and C in Table 3-2):” 

. For 2 drug products, the settlement 
involved a supply agreement allowing the 
generic applicant to market the brand-name 
company’s product as a generic prior to 
patent expiration (see drug product K in 
Table 3-3,22 and the description of the 
second supply agreement in the text of 
Chapter 3).23 

. For 1 drug product, the settlement 
specified a date on which entry of the 
generic product could occur, which was 
prior to patent expiration (see drug product 
L in Table 3-3)F4 

In the last of the 19 instances in 
which commercial marketing triggered the 
180-day exclusivity, commercial marketing 
began after the brand-name company 

21 The generic applicant that was party to the 
remaining license agreements in Table 3-2 did not receive 
the I lO-day exclusivity for one of 2 reasons: (1) the 
agreement was executed at a time when the FDA required 
the fist applicant to defend successfully the patent 
infringement suit; having failed to do so, they were 
ineligible for 1 go-day exclusivity, or (2) the license hasnot 
yet taken effect, because of a waiting period in the 
agreement, such that commercial marketing has not yet 
occurred. 

22 See Letter to Deborah A. Jaskot, Teva 
Pharmaceuticals USA, FDA Docket No. OOP-1446KPl 
(Feb. 6,200l). 

23 Although the 18O-day exclusivity has run in 
these 2 instances, there is some uncertainty as to whether 
commercial marketing by the first generic applicant of the 
brand-name company’s product will atways activate the 
commercial marketing trigger, 

z4 In most cases, the generic applicant that was 
the party to the remaining settlements in Table 3-3 
(settlements with brand payments), did not obtain the 180- 
day exclusivity because entry did not occur until patent 
expiration, thus the generic applicant was ineligible for the 
18Oday exclusivity. 

dismissed the patent suit upon determining 
the ANDA did not infringe the brand-name 
product. 

Trigger: Court Decision 

For 12 out of the 3 1 drug products, 
the FDA granted 1 SO-day exclusivity to a 
generic applicant foliowing a court decision 
of patent invalidity or non-infringement. 
Other than the 2 drug products involved in 
the challenge to the FDA”s successfS 
defense requirementt5 in most instances the 
court that activated the.court decision trigger 
was an appellate court decision. More 
recently, in 2 of the 12 cases, a district court 
decision has triggered the running of the 
180-day exclusivity. In one case, the FDA 
approved the ANDA after 21 days of the 
180-day period had already run, and in the 
other case, FDA approval came 120 days 
into the 180-day period, thus shortening the 
effective life of the 180&y period. 

Effect of 1 &Mlay Exclusivity 
on FDA Approval of 
S&sequent Eligible Generic 
Applicants 

As noted in the introduction, in 
addition to encouraging entry by the first 
generic applicant, the 180-day exclusivity 
can delay when the FDA approves any 
subsequent eligible generic application that 
also contains a paragraph IV certification. If 
the 1 SO-day exclusivity for the first generic 
applicant does not run, then the FDA may 
not approve any subsequent eligible generic 
applicants. Once the 1 SO-day exclusivity 

25 See Mova and Granutec, mpra n. 8-10 and 
accompanying text. 
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runs, the FDA may approve any additional 
generic ANDAs that have been filed and 
meet regulatory requirements. 

As discussed in Chapter 3, 14 of the 
20 of the settlement agreements obtained 
through the study, at the time they were 
executed, had the potential to “park” the first 
generic applicant’s 180-day exclusivity for 
some period of time, thus preventing FDA 
approval of any subsequent eligible 
applicants.26 These agreements include the 4 
license agreements with a waiting period 
before the license took effect (drug products 
A, E, F, and H in Table 3-2), the 2supply 
agreements described in the text of Chapter 
3, and settlements with brand payments 
(drug products I through P in Table 3-3). 
Ten brand-name companies and 10 generic 
companies used agreements with respect 
to 14 drug products. 

In addition to the 20 final settlement 
agreements, there were 4 interim settlement 
agreements pursuant to which the patent 

litigation continued, but the parties agreed 
upon certain conditions until the patent 
litigation was resolved. The Commission 
has challenged interim settlements for 3 
drug products. In those agreements, the 
Commission allegedthat the brand-name 
drug company paid the first generic 
applicant not to enter the market, thereby 
retaining its (unused) 180-day marketing 
exclusivity and precluding the FDA from 
approving any eligible subsequent generic 
applicants.27 

Between April 1999 (shortly after 
FTC investigations in this area became 
public) and the end of the period covered by 
this study, brand-name companies and first 
generic applicants have not entered 
agreements similar to the interim agreements 
challenged by the FTC. 

26 Whether FDA was actually prevented &om 
approving subsequent eligible generic applicants depends 
on a number of factors, including whether there were 
subsequent generic applicant(s) and the result of any patent 
litigation with those applicants. 27 See supra. n. 3. 
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Chapter 6 FDA Citizen Petitions and Generic Drug’ Applications 

Introduction 

This chapter reviews FDA 
regulations concerning the use of citizen 
petitions, It also examines the citizen 
petitions that brand-name companies have 
filed about drug products in this study, and 
discusses their effect on the development of 
generic drug competition for these drug 
products. 

The FDA has generally resolved the 
issues raised by the citizen petitions that 
brand-name companies file about drug 
products in this study in a timely manner, 
and in most instances prior to a district court 
ruling on the merits of the patent 
infringement litigation. Thus, for drug 
products in the study, citizen petitions that 
have been answered by the FDA have not 
delayed generic competition. 

No general conclusions about the use 
of citizen petitions can be drawn from this 
study, however, because it did not examine 
citizen petitions filed in connection with 
ANDAs that contained paragraph I, II, or III 
certifications. Citizen petitions may have a 
greater potential to delay generic 
competition in those circumstances, in 
which no 30-month stay would be 
applicable. 

FDA Regulations Governing 
Citizen Petitions 

The FDA has several informal and 
formal mechanisms by which it can be 
contacted on a particular issue (including via 
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letter, fax, email or meeting). A formal 
procedure, which has been used by both 
brand-name and generic pharmaceutical 
companies, is the filing of a citizen petition.’ 
The FDA can be petitioned on any matter or 
issue which is within the Agency’s 
jurisdiction. 

The petition can request that the 
Commissioner issue, amend, or revoke a 
regulation or order, or take or refrain from 
taking any other form of administrative 
action. The Commissioner must furnish a 
response to a petitioner within 180 days of 
receipt of the petition2” The FDA’s reply 
must approve, deny, or provide a tentative 
response. If the FDA provides a tentative 
response, it must indicate why the agency 
has been unable to reach a decision on the 
petition and may indicate when a final 
response may be furnished.3 Unlike 
ordinary correspondence, the FDA treats the 
response to a citizen petition as the official 
position of the agency.4 

Individuals and companies often use 
the formal citizen petition process to raise 
issues regarding the safety and efficacy of 
pharmaceuticals. Brand-name companies, 
for example, have petitioned the FDA on 
issues relating to bioequivalence for 
particular generic drugs. 

The FTC staff has commented to the 

’ 21 C.F.R. 5 10.30. 

2 Id. at 10.30(e)@). 

3 Id. 

4 Id. at $ 10.45(d). 



FDA on the potential for such petitions, on 
occasion, to mask anticompetitive strategies. 
The FTC staff has suggested changes to the 
FDA’s proposed rules governing citizen 
petitions that might reduce the potential for 
regulatory abuse.’ The FTC staff comment 
explained there is a potential for 
anticompetitive abuse of nearly any 
regulatory process.6 To delay competition 
may be a lucrative strategy for an incumbent, 
especially in an industry in which entry is 
regulated, such as pharmaceuticals. 
Improper petitioning may be appealing in 
part because it can be used against any size 
firm, regardless of relative resources of the 
parties. The cost of filing an improper 
citizen petition may be trivial compared to 
the value of securing a delay in a rival’s 
entry into a lucrative markeL7 

The Noerr-Pennington doctrine often 
protects participation in the regulatory 
process from antitrust scrutiny.* As 
discussed in Chapter 4, in its simplest terms, 
the Noerr-Pennington doctrine shields 
private parties from antitrust liability when 
they engage in concerted but genuine efforts 
to influence governmental action, even 
though the conduct is undertaken with an 

5 Comment of the Staff of the Bureau of 
Competition and the Office of Policy Planning ofthe 
Federal Trade Commission, Citizen Petitions; Actions That 
Can be Requested by Petition; Denials, Withdrawals, and 
Referrals for Other Administrative Action; FDA Docket 
No. 99N-2497 (Mar, 2,200O) (FTC StaffComment on 
Citizen Petitions). 

6 Robert H. F&k, The AntitrustParadox 347 
(1978) (“The modern profusion of [. . .] governmental 
authorities offem almost limitless possibilities tir abuse.“). 

7 Id. at 348. 

’ Eastern Railroad Presidents Conference Y. 
Noerr Motor Freight, kc., 365 U.S. 127 (1961); United 
Mine Workers v. Pennington, 381 U.S. 657 (1965). 

anticompetitive inter+ and purpose. If 
regulatory intervention (or a series of 
interventions) -is used, however, to impede 
competition, antitrust concerns may be 
raised if not shielded by Noerr-Pennington? 

One of the recommendations in the 
FTC Staff Commenton Citizen Petitions 
was that the FDA consider requiring 
notification of whether the citizen petitioner 
has received, or will receive, consideration 
for filing the citizen petition and 
identification of the party furnishing the 
consideration. This information may be 
important in evaluating the competitive 
effect of the petition, 

The Use of Citizen Petitions 
About Drug Products for 
Which an ANDA Containing a 
Para.graph IV Certification 
Was Filed 

Each brand-name company was 
required to state, for e&h drug product 
included in the study for which the company 
has been notified that an ANDA containing 
a paragraph IV certification has been filed 
with the FDA, whether the company has 
filed, or contributed to the filing of, in whole 
or in part (e.g., provided funds, legal or 
regulatory assistance to support the filing), a 
citizen petition with ,J?DA concerning an 
ANDA related to th& drug product and to 
identify the FDA doi;lket number assigned to 
such citizen petition, 

’ Professfonal Real Estate Investors, Inc. V. 

Columbia Pictures Indus. Inc., 508 U.S. 49 (1993); see 
also Bork, seen. 5, at 354. 
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Of the 104 drug products included in 
this study, brand-name companies filed 
citizen petitions relating to generic versions 
of 12 drug products. The data showed that 
for 1 drug product, the brand-name company 
filed 3 citizen petitions against different 
generic applicants; each petition sought 
different relief. For 2 other drug products, 
the brand-name company filed 2 citizen 
petitions, each seeking different relief. 
Thus, brand-name companies filed a total of 
16 separate citizen petitions relating to the 
104 drug products included in the study. 

In each case, the brand-name 
company was the author of the petition and 
there was no effort on behalf of the company 
to withhold its identity from the FDA. 

For 11 ofthe 12 drug products 
covered by citizen petitions, the brand-name 
company that had filed the citizen petition 
also had either settled the patent 
infringement litigation with an agreement 
that contained a brand payment (see Chapter 
3), tiled a late-issued patent to obtain a 
second 30-month stay (see Chapter 4), or has 
patent litigation pending in which the brand 
company has claimed the ANDA infringes 
more than one patent (see Chapter 4). 

Table 6-1 breaks down the type of 
request that was included in each petition. 

Table 6-l Brand-Name Company Use of 
Citizen Petitions 

Almost 50 percent of the citizen 
petitions requested that the FDA require 
additional bioequivalence studies before 
approving the generic applicant’s ANDA. 
Of these 7 petitions regarding 
bioequivalence, the FDA denied 3 of these 
petitions, granted 1, ‘&ranted and denied 1 in 
part, and 2 petitions were pending as of June 
1,2002. In each case in which the petition 
was denied, the brand-name company also 
had initiated patent inftingement litigation 
against the generic applicant. 

In the 5 cases in which the FDA 
ruled on the merits of fhe bioequivalence 
issues raised by the petition, it did so prior to 
a district court ruling on the merits of the 
infringement litigation and prior to the 
expiration of the 3O?month stay. Thus, the 
filing of the citizen petition in these cases 
did not affect the generic product’s entry. 
For the other 2 bioequivalence petitions, the 
FDA has not yet approved the generic 
applicant’s ANDA. 

In the second category of citizen 
petitions described in Table 6- 1, brand-name 
companies requested the FDA refrain from 
approving a generic version of the drug 
product unless the generic company certified 
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to a new patent that was listed after the 
generic applicant had tiled its ANDA. The 
FDA denied one of the petitions, and in the 
other two, the petitions were withdrawn 
because of a merger or because the generic 
applicant made the requisite patent 
certification. In each case, the citizen 
petition did not affect when the FDA 
approved (if it did) the generic applicants’ 
ANDAs, 

In the third category of citizen 
petitions described in Table 6- 1, brand-name 
companies requested FDA redefine dosage 
forms with varying release mechanisms as 
distinct dosage forms. If the FDA were to 
grant this category of petitions, the generic 
applicant also would have been required to 
file a suitability petition that sought an FDA 
ruling that the two dosage forms were 
bioequivalent. In other words, it would have 
been procedurally more difficult for the 
generic applicant to have its ANDA 
approved in a timely manner. 

The FDA denied both of these 
petitions. In each case, the brand-name 
company,had sued the generic applicant for 
patent infringement, and the citizen petition 
was resolved by the FDA within the 3O- 
month stay period. Thus, the petition had no 
effect on the timing of generic drug 
approval. 

The last 4 citizen petitions dealt with 
issues unique to the underlying drug 
product, In one case, the petition was 
withdrawn, in another the FDA responded to 
the petition in an informal manner that 
satisfied the parties involved, in the third 
instance, the petition was denied, and in the 
fourth case, the petition was pending as of 
June 1,2002. In the first 3 cases, the 

resolution of the citizen petition did not 
effect market entry by the generic applicant. 

Conclusions 

The citizen petitions related to drug 
products in the study that have been resolved 
did not affect the timing of generic entry. 
The FDA has addressed the issues raised by 
those citizen petitions in a timely manner 
and prior to the expiration of the 30-month 
stay related to the underlying patent 
infringement litigation.. 

No general conclusions about the use 
of citizen petitions, however, can be drawn 
from this study, however, because it only 
examined citizen petitions filed in 
connection with ANDAs that contained 
paragraph IV certifications. 
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Appendix A: 
Glossary of Terms 

“ANDA” means Abbreviated New Drug Application. 

“Drug product” means the finished dosage form of a drug approved through an NDA or ANDA. 

“Generic applicant” means those companies that have filed an ANDA cant aining a paragraph IV 
certification. 

“Brand-name company” is synonymous with the NDA holder. 

“1 SO-day exclusivity” is the grant of 180 days of exclusive marketing to the first generic applicant 
that files an ANDA containing a paragraph IV certification after either i) first commercial marketing 
by the first generic applicant, or ii) a decision of a court holding the relevant patents to be invalid or 
not infringed. 

“NDA” means New Drug Application. Pursuant to the Federal Food, Drug, and Cosmetic Act, a 
brand-name company seeking to market a new drug product must first obtain FDA approval by filing 
an NDA. 

“Orange Book” means the FDA’s publication entitled “Approved Drug Products with Therapeutic 
Equivalence,” in which the patents claiming a drug product approved through an NDA-are listed. 

“Paragraph I certification” means a certification that a generic applicant seeks FDA approval of its 
ANDA for a relevant NDA for which no patent information has been filed in the Orange Book. 

“Paragraph I[ certification” means a certification that a generic applicant seeks FDA approval of its 
ANDA for a relevant NDA for which a patent filed in the Grange Book has expired, 

“Paragraph III certification” means a certification that a generic applicant seeks FDA approval of its 
ANDA as of the date a patent listed in the Orange Book for a relevant NDA expires. 

“Paragraph IV certification” means a certification that a patent listed in the Orange Book is invalid or 
will not be infringed by the generic drug for which the ANDA applicant seeks approval. 

“Settlements” means agreements settling patent litigation between brand-name companies and a 
generic applicant that has filed an ANDA containing a paragraph IV certification. 

“3 O-month stay” prohibits the FDA from approving an ANDA with a paragraph IV certification for 30 
months if the relevant brand-name company brings a patent infringement suit within 45 days of notice 
of the generic applicant’s paragraph IV certification. The 30-month stay is terminated by (1) the 
expiration of the patents; (2) a final determination of non-infringement or patent invalidity by a court 
in the patent litigation; or (3) the expiration of thirty months from the receipt of notice of the 
Paragraph IV certification. 
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ITENABLE;,, 575 7th Street, NMT Telephone 20~344~4000 
Washington, DC 20004-1601 Facsimile ioz-344-8300 
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David G. Adams 

November 19,2004 

VIA FEDERAL EXPRESS 

Dockets Management Branch 
Food and Drug Administration 
5630 Fishers Lane 
Room 1061 (HFA-305) 
Rockville, MD 20852 

Re: Submission of Citizen Petition by IVAX Pharmaceuticals, Inc. 

Dear Sir or Madam: 

Please accept the attached citizen petition (in four copies) submitted on behalf of 
IVAX Pharmaceuticals, Inc., pursuant to 21 C.F.R. $ 10.35. 


