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ABSTRACT 

THE BENEFITS AND PITFALLS OF PARTICIPATING IN A CORPORATE 

INVERSION: A CASE STUDY OF TWO COMPANIES ON TWO DIFFERENT PATHS. 

High/ights: 

Corporate inversion is a major controversial political issue in the United States 
United States tax laws have created an environment that is increasingly difficult 
for companies to remain domiciled in America 
A case study o f two American companies: one that participated in an inversion 
and one that did not 
Examination ofwhich path is more beneficiai for stockholders 

Even though the term corporate inversion has been heard globally for decades, it has only 
become more prevalent in the United States during the past two years. This case study 
examines two United States companies that recently had very high profile and public 
corporate inversion experiences. 

Complicated tax laws and high tax rales have long eroded the ability of United States 
companies to remain competitive on a global scale. During the past two years, tax reform 
has been elevated to the Presidential and Congressional levei. Because these reform 
efforts have stalled, however, and in the constant search for ways to become more 
competitive and profitable, United States dorniciled companies have begun to more 
aggressively explore corporate inversion. 

This case study of Walgreens Alliance Boots and Mylan N.V., is undertaken because 
while the reasons to pursue a corporate inversion for both companies were very similar 
and done during the same time period, the internai process and final outcome were 
dramatically different. The other dynamic studied is the role both internai and externai 
politics had on these two cornpanies and how they influenced the decisions made by the 
executives. Lastly, the Obama Administration continues to threaten so called "corporate 
America" to remain in the country through regulatory pressure, but this has not stopped 
companies frorn pursing corporate inversions. Legislatively, attempts at corporate tax 
reform, another way to encourage Untied States companies to remain, have also failed. 

I will not try to determine i f a corporate inversion is the right path for a company to take. 
I am examining how the rise o f the practice o f corporate inversions has been elevated in 
boardroorns, on Wall Street, in Congress and at the White House during the past two 
years. 

Keywords: 
Corporate Inversion, Tax, Mylan, Walgreens, Alliance Boots, United States, 

Senate, House ofRepresentatives, Administration, Treasury 
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THE BENEFITS AND PITFALLS OF PARTICIPATING IN A CORPORATE 

INVERSION: A CASE STUDY OF TWO COMPANIES ON TWO DIFFERENT PATHS. 

1. INTRODUCTION 

An "inversion" is a tenn unknown to most people in the United States before 201 2. 
Inversions were bappening prior to tbis of course and well known tbroughout tbe 
international business community, but were not happening in the United States at the 
frequency that they were at the end of 2013 and tbrough 2014. Businesses are 
always looking for ways to save money, invest to belp increase profits or restructure 
in a manner tbat does not result in fmancial loss. These are the main reasons wby 
there was an uptick in business inversions in the United States during late 2013, all 
of2014 andare continuing in 2015. 

To survive globally, an inversion is a necessity for many multinational companies 
domiciled in the United States. What I will try to answer witb this study, through 
research, interviews, first-hand experience and two intriguing examples, is why 
American corporations are cboosing tbe inversion path of financiai structure; how 
new regulations introduced by the Barack Obama Administration's Treasury 
Department is affecting these deals; how a new Congress working with the Obama 
Administration could help save United States companies and prevent tbem from 
leaving the country tbrough corporate tax reform that is not advantageous. 

According to F orbes. com, United States taxes on corporations are some of be highest 
in the developed world. Can that change in the next one to tbree years as some 
expect? Will the foundation of the United States market be changed forever if 
Congress cannot amend laws that would make it more financially viable for 
companies to remain in the United States, i.e., at home in the country wbere they 
were created? 

I will explore two companies and walk tbrough the different dynamics and 
complications around both o f their inversions. I chose these two companies to show 
a drastic difference between tbe two companies and their decision. I bad no idea 
when they started their respective inversion process that they would take tbe turn 
that they did. It is also important to highlight that both companies are very high 
profile in the United States, including in corporate and political circles and among 
the public. 

The frrst company is Mylan N.V., a generic pharmaceutical company based in 
Pittsburgh, Pennsylvania, who decided to move forward with an inversion by 
acquiring Abbott Laboratories. The second is the Walgreens Company, which is 
based in Illinois and decided against doing a corporate inversion. What was the 
reaction to both of these deals politically, on Wall Street, and on Main Street? What 
bappened to both o f these companies six months and one year after tbey inverted or 
chose not to? Can tax refonn happen in Congress? If so, does it help these 
corporations or does tax reform regulations put in place by tbe Obama 
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Administration hinder them? 

2. CASE STUDY RELEV ANCE 

Many financiai analysts are debating if corporate inversions are hurting the United 
States economy and should stop before more happen. Jack Lew, President Obama's 
Treasury Secretary, says that companies participating in corporate mverswns are 
"un-American andare draining the United States economy." 

Many companies, especially in the pharmaceutical sector, such as Mylan, decided that 
it is still more beneficiai to move forward with their planned purchase of a foreign 
company and domicile in that country to get the lower tax rate than to not do so. 
Walgreens, conversely, decided to remain domiciled in Arnerica and not move 
overseas. An American iconic retailer could not move its headquartered outside the 
United States, they thought. 

Through this case study, I will compare these two decisions and try to detennine 
which was better for each company's stockholders over the long term. The best 
outcome for each company may not be apparent one year !ater. In fact, it may take 
three to tive years to truly answer this question, but as more companies are deciding to 
do an inversion or not; they will closely study both o f these examples as foundations to 
determine which path to take. Through conversations, research and interviews, the 
case study shows how politics, shareholders decisions, United States law, and general 
business practices influenced these decisions. As addressed below, there may not be 
any easy or correct ways for United States companies to gain a business edge. 

3. FRAMEWORK 

3.1 What is a Corporate Inversion? 

According to the United States Treasury Department, a corporate inversion is "a 
transaction in which a US based multi-national restructures so that the US parent is 
replaced by a foreign parent, in order to avoid US taxes." 1 An inverted company can 
avoid paying one of the highest corporate tax rates in the developed world by 
domiciling in a country with a lower overall corporate tax rate. American companies 
feel they are bcing taxed twice since their profits are taxed by the United States 
regardless of where in the world they are earned. According to the Economist, "the 
incentives simple, America taxes profits no matter where they are earued, at a rate of 
39o/o-higher than in any other rich country."2 When a company becomes foreign 
through a merger or "inverts," it no longer owes a tax to the United States goverument 
on its foreign profit. lt still owes taxes on its profit made in the United States, 

1 "Fact Sheet: Treasury Actions to Rein in Corporate Tax Inversions." U.S. Department ofTreasury. 
22 September 2014 

z "Inverse logic." The Economist. 20 September 2014 
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however. Many other countries that compete with the United States, such as the 
United Kingdom and Canada, will only tax profits made in their country, but United 
States corporations pay one rate for all oftheir profits worldwide. 

According to Bloombergvicw.com, corporate inversions have been happening since 
1982, but have increased dramatically since 2012. Forty-six companies have inverted, 
but fifteen have in the past two years.3 In 2004, the United States Congress and the 
Bush Administration thought they stopped these practices tbrough legislation. At the 
time, these inversions were mainly happening in Bermuda or the Cayman Islands, 
where companies were simply establishing their headquarters on paper there. Instead, 
companies found another way around the tax system and have increased the number of 
inversions by purchasing parts or ali o f foreign companies. It is imperative to note that 
these dealings are not illegal according to the United States legal system. Companies 
have every right to enter into tbese agreements. 

Tbe politics of corporate inversion are far more complicated and fierce. Both 
Republicans and Democrats in the United States Congress believe that the country 
needs policies to stop inversions. How each wants this done, however, is completely 
different. 

Currently, four Democrats in the United States House and the Senate wbo want to stop 
the inversions completely have introduced pieces of legislation. One bill, written by 
United States Congressman Sander Levin (D-Michigan), claims it would save the 
United States Treasury $33.6 billion dollars by stopping companies from inverting.4 

This bill does not take into account that these companies may be targets for corporate 
takeovers because they could not survive and compete against their competition. 
However, as articulated !ater, the reverse may bappen. 

Some Democrats feel similarly to the Republicans in the United States House and 
Senate in that they believe it is the responsibility of the United States Congress to pass 
corporate tax reform so companies can stay competitive worldwide. Why should 
United States companies be punished when it is up to Congress and the Obama 
Administration to put true reform in place? 

United States Senator Rob Portman (R-Ohio ), who is a member o f tbe Senate Finance 
Committee, the tax writing committee in the Senate, bas a more pro-business view and 
said "Let's get busy. Let's lower the rate. Let's go to a competitive intemational 
system."5 

With the change o f control in Congress in November 2014, Republicans can now stop 

3 "Tax inversion: How US Companies Buy Tax Breaks." Bloomberg Quick Take. 14 December 2014. 
1 "Anti-Inversion Tax Bill Raises 72 o/o more than prior Estimates." Bloomberg. 
3 December 2014. 

s "Portman pushes Corporate Tax Reform." Washington Examiner. 3 September 2014 
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any anti-tax inversion 1egis1ation from passing if it is not a part of overall tax reform. 
Through various interviews with Members of Congress and staff of the tax-writing 
committees in the United States House and Senate, proposa1s have been written, but 
the majority fee1 the chance o f passage oflegis1ation happening this year is s1im. 

According to a former senior counse1 on the Ways and Means Committee, the House 
and Senate have a recommendation to change how foreign income is taxed. "We 
(Congress) must pass 1egis1ation to bring our tax code into the 21 '' Century. Our 
companies will continue to 1eave the U.S. ifwe don't get our act together."6 

In 2014, the Obama Administration decided to bypass Congress and take matters in to 
their own hands. They were ab1e to introduce new regu1ations that cou1d hurt portions 
oftax inversions, but not stop them comp1ete1y. In September 2014, the United States 
Treasury Department announced a regu1atory proposa1 on beha1f of the Obama 
Administration that does the following: 

• 

• 

• 

• 

• 

App1ies to any proposed transaction that is not complete by September 22, 
2014. This means the eight proposed dea1s by companies that are currently in 
progress, cannot move forward under the o1d regu1ations. 

Prohibits so-called "hopscotch 1oans." These help new1y inverted company's 
access foreign cash and assets witl10ut paying United States taxes. 

Prevents new1y inverted companies from restructuring a foreign subsidiary in 
order to access tax-free eamings. 

C1oses a 1oopho1e to prevent an inverted company from transferring cash or 
property overseas to avoid United States taxes. 

Strengthens the requirement that the United States shareho1ders can own up to 
80 percent of the new foreign company. They wou1d u1timate1y 1ike to make 
this 50 percent, but that requires a statutory change by Congress. 

According to the United States Joint Tax Committee, this new proposa1 wou1d save the 
United States govemment $20 billion o ver the next 1 O years7 

The morning after the Obama Administration and Secretary Lew made their 
announcement regarding these new regu1ations, the United States companies in 
discussions or in agreements with foreign companies to do an inversion had a significant 
drop in their stock. The markets did not react well to the new announcements. The new 

6 Interview with Shimmy Stein, former Ways and Means Committee staff, Republican. 

7 Fact Sheet: Treasury Actions to Rein in Corporate Tax Inversions." US Department ofTreasury. 22 
September 2014 
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regulations h ave slowed down some o f the talk from various companies, but bave no way 
o f stopping them completely. 

The below diagram shows how complex the subject studied is and bow many different 
linkages there are between many aspects of society. Financiai decisions for shareholders 
and board of directors for the companies, econornic decisions for the United States 
througb Congress and tbe Obama Administration because o f loss o f revenue for the 
country, social decisions that impact companies identification witb America that would 
no longer be known as an United States companies, política! decisions in regards to 
passing legislation to stop tbese inversions causing a potential for hostile takeovers and 
fmally strategic decisions for companies to be able to survive with a tax rate higher than 
most in the world. 

An example ofpre and post inversion structures is attached. (See Exhibit 1 and 2) 

4. MYLAN, INC.: Yes to a Corporate lnversion 

4.1 History ofMylan lnc. 

The story ofMylan, lnc., is an American dream. The company started in 1961 as Mylan 
Pharmaceuticals, a local pharmacy in White Sulfur Spring, West Virgínia, and is now a 
worldwide generic pharmaceutical company in 155 countries. The company literally 
struted out in the back of a pick-up truck and now has its main United States manufacture 
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headquarters in the state of West Virginia and intemational corporate headquarters in 
Pittsburgh, Pennsylvania. 8 

From 1961 to today, Mylan mainly grew by acquisitions. In 1993, they acquired Bertek 
Inc. In 1996 they acquired UDL Laboratories, Inc. Mylan prided itself on their West 
Virginia and American roots, often saying they were the only large generic 
pharmaceutical company in the United States. Their top two competitors, Teva and 
Activis, are both located overseas, where they enjoyed much better tax rates. 

The company was growing, but still a domestic company until 2007 when they bought 
Merck KGaA, which instantly made them a worldwide leader in generic drugs. They 
began buying and making drugs wor!dwide ovemight. The combined companies were 
worth $4.2 billion and they had 10,000 employees in 90 countries9 In 2009, Mylan Inc., 
reached the Fortune 500 !ist. 

Mylan, Inc., has always been known to fight the fight. When no other company was 
willing to drive change for the generic pharmaceutica! industry, Mylan and it's leadership 
g!adly paved the way. Ms. Heather Bresch, CEO of Mylan Inc., led an effort in 2012 to 
change the current law that overseas the Food and Drug Administration (FDA) in the 
United States. The law historically did not require the FDA to inspect manufacturing 
facilities overseas like they are required to do in the United States every two years. Ms. 
Bresch thought the lack ofFDA inspections enabled unsafe overseas production of drugs. 
She also believed that this created an un-level playing field for companies mainly 
manufacturing drugs in the United States, where complying with regulations is generally 
expensive. In some parts o f the world, manufacturing p!ants are often inspected every 1 O 
years. Sometimes they are not inspected at ali. For two years, Ms. Bresch led the charge 
to change the FDA oversight law that would inspect ali facilities equally10 The Mylan 
Inc.-led batt!e was won and now ali facilities are inspected every two years regardless of 
where in the world they are located. 

During various meetings with Ms. Bresch, she explained that Mylan, Inc., shareholders 
and Board of Directors were growing anxious over the fact that Mylan was the last 
generic phannaceutical company domici!ed in the United Statesn This placed Mylan 
Inc., in a disadvantaged position compared to its competitors. It was a1so explained that 
the profit on generic drugs is only pennies, so the smallest o f revenue diverted from the 
bottom line was a significant problem. 

Ms. Bresch' s father is a United States Senator from West Virginia. She was looking for 

8 "Mylan Corporate Profile." Mylan.com. 

9 "Mylan buys Merck generic drug unit for 6.6 billion." Pittsburgh Post Gazette. 13 May 2007 

to "FDASIA H as a Low Profile in Pharma Earnings Calls." Business lntelligence. 
6 August 2012. 

11 Ms. Heather Bresch September, 2014 
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anyway possible to not move Mylan, Inc. 's, headquarters to another country. She and 
Mylan, Inc., worked closely with lhe tax-writing committees in both lhe United States 
House and Senate to try and make sure the overall United States corporate tax code 
decreased. It was quickly leamed that this was unlikely to happen, as the United States 
Congress was not going to address tax reform during 2014. 

4.2 The Decision 

Clearly understanding this, Mylan Inc., did what they thought they had to do to survive 
and purchased 21 percent of Abbott Laboratories, a generic drug business, which would 
domici1e lhe company in the Netherlands. Netherlands' laws become very important to 
Mylan Inc., six months after they completed the purchase. This new company 
headquarters location would reduce Mylan Inc.,'s tax rale from nearly 25 percent to 21 
percent in the first year and into the teens during following years. 

Ms. Bresch has explained publicly severa! times that this was not the only reason the 
company inverted. Equally important, they wanted to expand their business throughout 
Europe, which Abbott helped !hem do12 After lhe announcement, Mylan Inc. 's stock 
rose 2.1 percent and Abbott's rose 1.3 percent. 13 

Mylan, Inc., and Abbott Laboratories decided to continue with their new dea] after the 
Obama Administration issued their new proposed regulations. According to Law 360, 
both companies made adjust:ments to their proposal, but did not change the overall terms 
of the transaction. 14 In other words, the Obama Administration has not deterred Mylan 
Inc., from their corporate inversion. The company closed this transaction with lhe 
Federal Trade Commission (FTC) in the first quarter of2015. 

5. WALGREENS COMPANY: No to a Corporate Inversion 

5.1 History ofWalgreens Company 

Walgreens Company is another prominent American success story, but much bigger and 
better known then Mylan, Inc., in lhe United States. They are considered "lhe pharmacy 
next door." A pillar in lhe community, lhe phannacists you trust and love work there. 
Walgreens has also been going through serious expansion not only in the United States, 
but also overseas. It is beneficiai to understand lhe company's history before exploring 
where they are today. 

Walgreens started in 1901 by a single phannacist, Mr. Charles Walgreen. By 1926, 

'' "Mylan to add Abbotfs Generic-Drug Unit, Cut Tax Rate." Bloomberg. 14, july 2014 

13 "Mylan to add Abbott's Generic-Drug Unit, Cut Tax Rate." Bloomberg. 14, July 2014 

14 "Mylan Signals $5.3 Abbott Inversion on Track after Tweaks." Law360. 22 October 2014. 
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Walgreens had opened I 00 stores in lhe Chicago area, where the company was 
founded. 15 Twenty-four years !ater, Walgreens was the largest self-service retailer in the 
United States. Its claim to fame was creating lhe malted milkshake, which still to lhis 
day is an America icon and beloved across lhe country. From the 1950's to today, the 
company continued to grow lhrough strategically opening stores in new areas, but also 
through some smaller acquisitions. 

Walgreens entered the stock market on the New York Exchange in 2001, 100 years after 
it first opened its doors. As the company was growing, it was very important for 
management to sustain the "phannacy next door" feeling and always make sure that they 
remained a major par! ofthe community. 

Two significant acquisitions happened since 2010. In February 2010, Walgreens 
acquired New York-based Duane Reade, which enabled !hem to expand into the New 
York City metropolitan area, home to more than 20 million people, wilh a total of 257 
new stores. 16 In 20 12, Walgreens announced they would enter into a strategic 
relationship wilh United Kingdom-based Alliance Boots. 17 This is lhe transaction that 
was widely discussed in 2014. 

5.2 Walgreens/Alliance Boots Transaction 

In June 2012, Walgreens announced a strategic partnership with Alliance Boots, which is 
thc leading pharmacy in Europe, with headquarters in Nottingham, United Kingdom. 

The tenns of the partnership were that Walgreens bought 45 percent of Alliance Boots 
and had an option to buy the remaining 55 percent two years !ater. The Executive 
Chairman of Alliance Boots, Stefano Pessino, a billionaire who grew the company to the 
giant it was when they made the transaction with Walgreens, will become a major figure 
in lhe future of Walgreens and Alliance Boots18 In going intemational, Walgreens, a 
previously all American store based in lhe Midwest United States was taking a big leap. 
Before this transaction, their profits were down and management realized that significant 
changes were necessary for the company to survive. The addition of Alliance Boots 
products to sell and the revenue they would generate could help stem decreasing profits. 

In 2014, Walgreens Chief Executive Officer (CEO), Greg Wasson, and the Walgreens 
Board of Directors needed to decide if they were going to acquire lhe additional 55 
percent of Alliance Boots. Walgreens domiciling in Europe, where Alliance Boots is 
headquartered, was one of the possibilities under consideration. !f the combined 
company would move its headquarters from the United States, it would save lhe company 

15 "Walgreens Historical Highlights." Walgreens.com 

16 "Walgreens to Acquire NY-based Drugstore Duane Reade." Business Wire. 17, February 2010 

17 "Walgreens to Take Stake in Alliance Boots for 6.7 Billion." NYTimes.com. 19, June 2012 

18 Walgreens Co 2013 Annuai Report." US Securities and Exchange Commission. 21, October 2013. 
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a significant amount of money that they would otherwise pay in tax revenue. Like 
Mylan, Inc., Walgreens is currently paying 35 percent corporate tax as a retail store. 
Shareholders, Wall Street, and Washington, DC, were watching intently to see how the 
CEO, Walgreens leadership and the Board ofDirectors would proceed. 

Politica1 pressure from the White H ouse and United States Congress on Walgreens to not 
move overseas was intense. With Walgreens considered an iconic name and brand in the 
United States, many politicians decided they needed to weigh in and publicly and 
privately express their opinion about the potentia1 overseas move. President Obarna, 
severa! United States Senators and Members of the House of Representatives ridicu1ed 
Wa1greens for even tlünking o f a corporate inversion. 19 The United States Treasury 
Department threatened and tl1en proceeded with regu1atory action around tl1e same time 
this process was happening. 

Senator Dick Durbin, a Democrat from Illinois, the state Wa1greens was created and 
headquartered, went on to say tl1at "Walgreens was giving up on America," ifthey went 
ahead witl1 the so-cal1ed inversion20 Walgreens suddenly became the poster chi1d for 
unions, politicians and citizens opposed to inversions. The public outcry was enormous, 
but many questioned if the back1ash was generated from negative media coverage and 
unions or in reality tl1at the general population even cared or knew much about the 
transaction or an inversion. Regardless, Walgreens was facing extreme and mounting 
pressure that compounded their decision making process. Senator Durbin frequently 
repeated, "The notion that a company would give up on this nation to get a tax break isn't 
going to sit well with the American people."21 

As public pressure continued to grow, Walgreens was on track to armounce their decision 
regarding Alliance Boots in early August 2014. The timing was not optimal, as it was 
two montl1s prior to already contentious elections in United States and Walgreens became 
a talking point in campaigns across tl1e country. Democrats were saying that the 
govemment should make Walgreens stay in the United States through regulatory reform. 
Republicans were saying that we should not punish corporate Arnerica because the 
United States Congress themselves was unable to pass tax refonn 1egislation. 

5.3 The Decision 

After much pub1ic scrutiny, Walgreens announced on August 5, 2014, that they wou1d 
not do a corporate inversion. 22 They would keep their corporate headquarters in 
Deerfie1d, Illinois, but did decide to exercise their option of buying the remaining 55 
percent of Alliance Boots. Customers of Wa1greens and some po1iticians in the United 

19" Senators say Walgreens Domicile Move like 'Giving up on America'." F orbes. 25, June 2014. 

zo "Senators say Walgreens Domicile Move like 'Giving up on America'." Forbes. 25, ]une 2014. 

21 "Senators say Walgreens Domicile Move like 'Giving up on America'." F orbes. 25, June 2014. 

22 "Why Walgreens stays put." ChicagoBusiness.com. 6, August 2014. 
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States seemed happy, but shareholders were not. 

Walgreens said publically that they did not feel that the Interna! Revenue Service (IRS) 
would have approved the deal of an inversion23 More private!y, they said that a major 
portion of their revenue comes from United States govemment programs for customers 
that could be at risk if they decided to domicile in the UK24 The initial reaction by the 
United States stock market on Walgreen's decision was a 10 percent decline in its stock 
pnce. 

The new company, Walgreens Boots Alliance, closed their deal the last quarter of 2014. 
The new combined company is the first worldwide pharmaceutica1 and wel!ness 
corporation. It has a combination of 180,000 stores and 370 distribution centers across 
the g1obe.25 It was a1so announced that Wa1greens CEO, Greg Wasson will be President 
and CEO ofWa1greens Boots Alliance and Stefano Pessina will serve as Executive Vice 
Chaüman and Chairman of the new Strategy Conunittee of the Board of Directors. No 
one knew at the time or could have predicted that this wou1d all change in a few short 
months. 

6. THE LAW: United State Tax Code 

According to various interviews conducted with former and current Congressiona1 staff 
responsib1e for the United States tax code, most think the United States tax system is 
simp1 y outdated. It is helpful to explain how and why the United States is in this 
situation. As noted by the Tax Foundation, the United States is responsible for over one
third ofthe world's wealth and only five percent ofthe world's population26 Companies 
that were started and based in the United States have to look to other parts o f the world to 
create growth. Globalization is crucial to the survival o f these companies, however, how 
the United States govemment taxes this growth has been dehimental to overall growth. 
The tax provision cal!ed Subpart F, named after the coinciding section in the Interna! 
Revenue Tax Code, is probably the single biggest problem. 

Subpart F makes it mandatory for companies to pay taxes on their profits in the United 
States, no matter in which country it was earned. It is often called a "worldwide tax 
system." If you are a United States company making a profit in China, you have to pay 
the high tax rate in the United States on that profit. This system became law in the early 
1960's when President Kennedy and his Administration were trying to stop companies 
from draining the tax system in the United States. Since the 1960's, many changes have 
been made to Subpart F, making it probably the most confusing and complicated sections 

23 "Walgreens Decides Not to Pursue Overseas Tax Inversion." Wall Street Journal. 5, August 2014. 

24 "Walgreens to rema in an American Company." CNN Money. 6, August 2014. 

25 "Walgreens and Alliance Boots to merge in first quarter o f calendar 2015." AllianceBoots.com 6, 
August 2014. 

26 "Rethinking U.S. Taxation o f Overseas Operations." Tax Foundation. November 2011. 
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ofthe entire United States tax code. 

One ofthe main problems with a worldwide system is that it does not stay neutra! on how 
it taxes profit. Since the United States has one o f the highest tax rale in the developed 
world, companies domiciled there will have higher taxes than companies based in any 
other country. It is argued that this type oftax system taxes companies twice and should 
not discriminate against profits no matter where they are eamed 2 

Over the past 20 years, changes to Subpart F have been made to try to stop the anti
competitive nature to the law. Some of these changes have helped, but as the world 
rapidly becomes more interconnected, these revisions will not keep pace. 

"The reason corporate inversions are happening in our country is because our tax system 
is not working. Subpart F discourages companies to work abroad in a world that you 
have to work abroad."28 

United States Senate and House staff is working, and have been working for years, to 
update Subpart F of the tax code. According to severa! staff members who worked on 
revisions to the tax code through the 1990's and 2000's, "you have to pick winners and 
losers in tax reform. Subpart F is so complicated that very few understand lhe entire 
section of the code. To lower lhe overall tax rate, we have to take away tax breaks from 
other sections,"29 said Shimmy Stein, fonner Ways and Means Committee Staff. 

6.1 Tax Reform: United States Congress 2013-2014 

In 2014, both the Chairman of the United States House of Representatives Ways and 
Means Committee, Dave Camp (R-Michigan), and the Chainnan of the Senate Finance 
Committee, Max Baucus (D-Montana), released drafts of overall tax reform plans from 
their respective tax-writing committees. Both proposals aimed to lower the burden on 
taxes for American corporations. Some ofthe notable provisions in the drafts were:30 

• 
• 

• 

• 

Lower the Corporate Tax Rate from 35 percent to 25 percent. 
Lower tax rates from 39.6 percent to 35 percent for businesses and to 25 
percent for manufacturing companies. 
A shift to a Territorial Tax System with a retroactive tax on Foreign Eamed 
in come. 
Eliminate certain energy credits and deductions to help pay for the package . 

Both proposals were extremely comprehensive and years were spent drafting them. Both 
proposals, however, are dead politically and legislatively because their sponsors are no 

27 "RethinkingU.S. Taxation ofüverseas Operations." Tax Foundation. November 2011. 
za "Rethinking U.S. Taxation ofOverseas Operations." Tax Foundation. November 2011. 

29 Shimmy Stein, forme r Ways and Means Committee staff, Republican. 

3o "The Basics ofChairrnan Camp's Tax Reforrn Proposal." TaxFoundation.org. 26, February 2014. 
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longer in Congress. 

In 2015, Paul Ryan (R-Wisconsin) became the powerful head of the House of 
Representatives Ways and Means Committee and Orin Hatch (R-Utah) became the 
powerful Chairman of the Senate Finance Committee. Interviews and conversations with 
staff members with these Committee's revealed that the new proposals look decidedly 
different than the Camp and Baucus plans, yet some provisions are similar to what was 
drafted only one year earlier: 

6.1.1 Senate Proposal 2015 

Two bi-partisan Senators, Portman (R-Ohio) and Chuck Schumer (D-New York), 
unveiled a proposal in July 2015 that would change how multi-national companies are 
taxed overseas. Realizing that overall tax reform will not happen in 2015 and 2016 
because ofthe United States presidential election, the two Senators proposed dealing with 
justa portion o f what needs fixed in the overall tax code. 

The Portman Schumer proposal includes a tax on the estimated $2 trillion in foreign 
profits that are held in overseas accounts by United States companies. Thc cmTent tax 
code taxes overseas profits at 35 percent. This has incentivized American-based 
multinational companies to !cave trillions of dollars overseas. 

This Portman Schumer recommendation would end the taxation of those repatriated 
profits, instcad having a smaller annual tax on ovcrseas income, whethcr it comes back to 
thc United States or not. This should end the incentive to leave profits abroad or reinvcst 
them in overseas operations. Other countrics with advanccd tax systems require 
companics to pay the taxes wherevcr the money is carned, with no or very little taxes at 
home. 

The proposal also includes a one-timc tax on overscas profits that would be "deemed" 
rcpatriated." "Deemed repatriation" in exchange for a "tcnitorial" systcm that primarily 
taxes corporate income generated in the United States is a deal that big business is willing 
to accept," Senator Portman said31 

A so-called "patent box" is also another part of the proposal. This refers to a lower 
business tax rale for income derived fi-om intellectual property patents "housed" in the 
Uni tcd S tates. 

The Portman Schm11er proposal has bcen well received by Republicans and Democrats as 
well as most of corporate America. Complete details have not yet been written, but thc 
general concept is supportcd. In arder to fund programs that are needed in lhe federal 
government this type of revenue is required and giving the proposals serious 
consideration. For example, a major piece of legislation moving through Congress 

31 "Planto Curb U.S. Taxation ofüverscas Profit Finds Bipartisan Support.'" New York Times. 8, July 
2015. 
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cutTently is a transportation bill that would fund building and repairing the infrastructure 
for ali transportation mechanisms in the United States, sucb as higbways, bridges, 
railroads, etc. There are many Scnators pushing to use tax refonn as a way to fund this 
transportation bill. 

6. 1.2 H ouse o f Representatives Proposal 20 15 

The Chainnan ofthe Ways and Means Committee, Paul Ryan (R-Wisconsin), is an avid 
supporter of tax reform. He has pushed within the House of Representatives and 
advocated externally for months for overall reform to take place in 2015. Chairman 
Ryan cndorses tbe Portman Schumer Senate proposa l, as well. ln interviews, Ways and 
Means staff acknowledged tbat Mr. Ryan believes that this typc of proposal will help stop 
corporate inversions as well as United States companies keeping profits overseas. He is 
working on bis own similar proposal that he would like to introduce soon. Aceording to 
Chainnan Ryan and his staff, the basis of his proposal will concentrate on a territorial 
based tax system. 

For a United States multi-national company, a territorial based tax-system is one whereby 
thcy are only taxcd on their profits they makc in the United Statcs. Four countries 
cmTently have this type of tax system: Japan, United Kingdom, Australia and Germany. 
According to Forbes.com, a telTitorial system can work, but can also look a lot like a 
worldwidc system. 32 Studying these four systems, it does not look like, however, that 
these countries do not afford companies ali the tax benefits that they sbould. 

According to a Democrat staff member formerly with the Ways and Means Committee, 
"Democrats realize that tax refotm must happen in some form. Not everyone has bought 
in to Chairman Ryan's tetTitorial proposal however. There is not clear cvidenec that tbe 
system can truly work."33 

Chairman Ryan wouJd also like to change is Subpati F. According to attorneys working 
on tax rcform, Chainnan Ryan will most likely propose to change tbe fo llowing Subpart 
F arcas: 

• 
• 

• 

• 

Tax Subpart F income at 25 perccnt 
Tax new U.S. Market Foreign Base Company lntangib1e Income (FBCII)-income 
in exeess o f 1 O percent o f depreciable asset basis 
Make in come include passive income and certa in categories of income (ex . 
Related patiy sale from a U.S. parent to its controlled foreign corporation) 
Require tbe U .S. owncr of a controlled foreign co1poration to currently include its 

32 "A Look at the Territorial Tax Systems in Four Countries Finds No Magic Bullet." Forbes.com. 22, 
January 2015. 

33 lnterview with Cynthia Brown, Former Ways and Means Staffer (Democrat) 
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allocable share of Subpmi F income and pay current tax on the amount34 

7. FINDINGS: Six Months Later, February 2015 

7.1 Mylan, Inc. 

Six months after Mylan, Inc., announced lhey would invert and conduct a deal with 
Abbot Laboratories, lhe transaction was complete. The company's new name is Mylan 
N.V., and it is now domiciled in lhe Netherlands, but continues to have its corporate 
headquarters in lhe United States. The transaction added new generic drugs to their 
portfolio, expanded their reach in Europe and added 3,800 new employees. Mos! of the 
transaction was completed through a stock transfer and cash payment. Abbott received 
110 million shares, which eqnals about 22 percent oflhe value ofthe company.35 

Almost immediately after the transaction was complete, Mylan leadership took advantage 
of an old historical law in lhe Dutch legal system called "stichting." Rumors within the 
phannaceutical community and on Wall Street were circulating for months lha! a rival 
pharmaceutical company, Teva Pharmacentical Industries Ltd., was plauning to attempt 
to takeover Mylan N.V. When shareholders voted for the deal wilh Abbott, it was written 
in the securities filing by Mylan N.V., lhat they would have the option to create a 
stichting. 

Stichtings, which is a Dutch word for foundations, has existed for centuries, but mainly 
used in the Netherlands to protect the country's assets from Germany during World War 
1!.36 More recently, companies that are headquartered in the Netherlands are using these 
"foundations" to help protect them against takeover attempts or sanctions. Mylan N.V., 
filed paperwork with the Netherlands trade office creating Stichting Preferred Mylan 
Shares, in early 2015. 

Stichtings are foundations lhat essentially don't have owners. According to lhe Wa/1 
Street Journal, Mylan's foundation consists of Dutch lawyers and professional directors 
who have the "sole discretion" to receive 50 percent shares of the company wilh veto 
rights at any time. 37 It is up to lhe foundation to determine how long they will be in 
existence. According to many tax advisors, forming and using a stichting in a hostile 
takeover attempt is lhe "nuclear" option. Even though companies do have some 
influence over lhe board regarding stichtings, lhey do not control how they will vote. 
Since they have the most powerful number o f shares, they may detennine that a sal e o f a 
company is the best way forward. Eilher way, Mylan N.V., wanted to have lhe ability to 

34 Tax Reform, An overview ofthe Tax Reform Act o f 2014. Interview Joshua Odintz. Law Firrn Baker 
and McKenzie. 
35 "Mylan inversion deal completed." Pittsburgh Business Times. 27, February 2015. 

3& "The Ris e ofthe "Stichting," an Obscure Takeover Defense." The Wall Street Journal. 22, April 
2015. 

37 "The Ris e ofthe "Stichting," an Obscure Takeover Defense." The Wall Street Journal. 22, April 
2015. 
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use this option i f it was e ver needed. The company soon carne to realize lha! it was. 

7.2 Walgreens Boots Alliance 

Six months after Walgreens decided against a corporate inversion, many lhings changed 
from them. The long-hai1ed CEO of Walgreens, Gregory Wasson, announced that he 
would retire after the acquisition of Alliance Boots was complete at the end of 2014. 
Many were surprised that after such a major deal by Walgreens, lhe bigger company in 
this transaction, the leader would step down. Many believed, that shareholders who were 
unhappy that the company was not inverting and lowering the tax rale of the company, 
forced Mr. Wasson to step aside. Regardless, and ironically, lhe Chairman of Alliance 
Boots, Stefano Pessina, was na.med lhe acting CEO while lhe Board wou1d look to find a 
replacement. 

Phase two of the merger was officially comp1eted December 31, 2014. Wa1greens 
became a wholly owned subsidiary o f Walgreens Boots Alliance, Inc., and ali lhe current 
shares of Wa1greens were transferred to lhe new entity. At this time, it also became 
public lhat leadership from Alliance Boots was replacing other senior 1eadership wilhin 
Walgreens. The new company would be headquartered in Deerfie1d, Illinois, and the 
Boots operations would remain in N ottingham, United Kingdom. The company a1so 
announced that they are working on a three-year strategic plan that wou1d combine 
companies and operations. They pledged by the end of the three-year p1an, they wou1d 
save $1 billion in operation costs3 

Walgreens Boots Alliance, Inc., new acting chief executive officer, Stefano Pessino, has 
always been known as a billionaire activist investor. In a January 2015 interview, h e said 
he was excited to take on lhe new challenge of acting CEO. Originally, he was to 
become Vice Chainnan of the Board in charge of Mergers and Acquisitions, but after 
Greg Wasson pushed to not do the inversion, lhe future structure o f lhe company evolved 
differently.39 Pessina and other activist shareholders began to imp1ement changes they 
fel! necessary, but insisting that they had to be done. An example was closing numerous 
Walgreens stores across the United States and replacing senior Wa1greens executive 
employees. Pessina allies and business colleagues continue to control the top executive 
positions in the company. However, because of this alone, many outsiders believe that 
this transaction was a well-orchestrated reverse takeover. 

In an interview wilh the Te/egraph, Pessina says, "!f we exchange our know-how and we 
try to make the mos! o f what we have leamt in well o ver l 00 years o f existence for the 
company, we can improve both businesses, pmiicularly Wa1greens," Pessina further 
explains that "Boots has gone [lhrough] a phase of rejuvenation, revitalization. 

3s "Walgreens Board o f Directors Exercise Option to Complete Second Step ofStretegic Partnership 
with Alliance Boots and Fully Combine Both Companies, Creating First Global Pharmacy-Led, Health 
and Wellbeing Enterprise." Walgreens.com, 6, August 2014. 

39 "Walgreens Alliance boss: Boots is part ofthe great heritage ofthe UK." Telegraph. 31, January 
2015. 
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Walgreens is just sta1iing this journey, so the effect will probably be more evident in 
Walgreens ."40 Boots executives are essenti ally mnning Walgreens Boots Alliance, but 
witb a United States tax stmcture. Pessino did say in Janua1y 2015 that he does not plan 
to invert the company. 

8. FINDINGS: One Year Later, August 1, 2015 

8.1 Mylan, Inc. 

8.1.1 March 17,2015, Treasury Regulations 

The Obama Administration was still trying to shut down corporate inversions and 
revenue moving out the United States, but their efforts were failing. Hostile tak.eovers 
from companies based overseas were becoming more frequent. In April, the new Mylan, 
N.V., company began to face a major new challenge. Their fears that they were a hostile 
takeover target were soon realized. 

"The Treasury regulations have bad a chilling effect on the market for the moment, but 
the underlying forces are powerful enough that deals will happen in different ways," said 
Mibir Desai, a Harvard University law professor.41 According to Dealogic, there has 
been $133 billion leaving the United States since the Treasury regulations went into 
effect. That is 30 percent more than before the new regulations were announced.42 By 
the writing of this paper, the Obama Adrninistration has still not released an expected 
second pbase stricter regulation. However, companies are acting as i f tbey are in place so 
they don 't bave to reverse decisions on transactions that they are making. 

8.1.2 Apri/8, 2015, Perrigo Bid by Mylan 

Trying to protect the new company, Mylan N.V., offered to buy one oftbeir competitors, 
Perrigo, just a few months after they received final approval from tbe FTC on tbeir 
Abbott transaction. According to Pc1Tigo.com, "Perrigo is a leading global healthcare 
supplier that develops, manufactures and distributes over-the-counter (OTC) and 
prescription (Rx) pharmaceuticals, nutritional products, and active pbarmaceutical 
ingredients (API), as well as receives royalties from Multiple Sclerosis drug Tysabri®. 
The company is tbe world's largest manufacturer o f OTC pharmaceutical products for the 
store brand market and an industry leader in pharmaceutical teclmologies."43 

40 "Walgreens Alliance boss: Boots is part ofthe great heritage ofthe UK." Telegraph. 31, )anuary 
2015. 

41 "Obama crackdown fails to stop foreign inversions." Money.com, 17, March 2015. 

42 "Obama crackdown fails to stop foreign inversions." Money.com, 17, March 2015. 

43 Perrigo.com, 23, )uly 2015. 
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The total deal was valued around $29 billion. Mylan knew at this time that they had to 
stay ahead o f their competition in the pharmaceutical market place beca use they believed 
that Teva Pharmaceuticals Industries Ltd. was planning a hostile takeover. 

8.1.3 Apri/21, 2015, Teva Unsolicited Bid 

As expected, Teva made an unsolicited bid to buy Mylan N.V., for $40.1 billion, which 
would combine the wor!d's two largest generic pharmaceutical companies. The bid was 
valued at 23 percent higher than the worth of the stock on April 21 ". Mylan wanted 
nothing to do with this offer and began their defense right away. The stock jumped 
tremendously the day o f the unsolicited bid and many in the industry thought this would 
be beneficia! to stockholders in both companies and continue to earn them more money. 
That same day, Perrigo rejected Mylan N.V.'s offer to buy them.44 It is a!so worth noting 
at this time that Teva said they would not go through with their offer ifMylan N.V., were 
successful in their bid for Perrigo. This set off a war of words between Teva chief 
executive officer, Eriz Vigodman and Mylan N.V. 's Executive Chairman, Robert Coury. 
(See Exhibit 3 and 4) 

On April24th, The New York Times began publishing articles stating that one o f the main 
reasons the Perrigo bid was in a hostile takeover situation with Mylan N.V., and Mylan 
with Teva was because of their corporate inversions. 45 Both Mylan N.V., now a 
N etherlands domiciled company, and Perrigo did not have the protections of United 
States law that are stronger than overseas laws regarding hostile takeover protection. 

Perrigo inverted by buying an Irish company and is now domiciled in Ireland. When 
Perrigo were headquartered in Michigan, stricter laws to protect their company and the 
Michigan legislature could pass state laws further protecting their state-based companies. 
Now they had none of that protection. Mylan N.V., which prior to their inversion was 
headquartered in the Commonwea!th o f Pennsylvania, could no longer benefit from one 
of the most protective hostile takeover laws in the United States. There are six Iaws in 
Pennsylvania that help against hostile takeovers. However, even now, Mylan still had the 
"nuclear option" o f the stichting. 

8.1.4 June 2015, Mylan, Perrigo and Teva 

The three-way fight continued in June between Perrigo, Mylan N.V., and Teva. Perrigo 
rejected Mylan N.V's offer three times. Teva began buying Mylan N.V. stock so when a 
vote came to the shareholders to agree to the Perrigo deal, they could block the 
transaction. Teva was able to acquire 4.61 percent ofthe shares ofMy1an N.V. 

This was a very important number because with My1an N.V., having the capabi1ity to use 
the stichting, an opposing company had to have at 1east 4.61 percent stock of the 
company to bring a defense against them. According to Nether1and law, Teva must have 

44 "Teva makes $40 Billion Unsolicited Takeover Bid for Mylan." Bloomberg.com. 21 April2015. 

45 "The Unintended Twist ofTax Inversions." The New York Times. 24, April2015. 
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at least 4.6 percent of the stock to bring any defenses against the stichting46 They could 
now bring a lawsuit against Mylan N.V., in the Enterprise Chamber of Amsterdam Court 
of Appeal and could legally start their hostile takeover.47 

Mylan N.V., tried to stop Teva from buying the 4.6 percent of the stock through United 
States Congressional action and working through the FTC. According to United States 
law, a company has to be a United States issuer for the govemment (FTC) to protect them 
against another company buying 50 percent of their stock. However, the FTC did not 
make a ruling and instead remained silent on whether they consider Mylan N.V., a United 
States issuer. Their silence meant they were treating Mylan N.V., like a foreign company 
since they inverted, and not a domestic company that they could protect. 

Members o f the Obama Administration and the United States Congress were angered by 
Mylan N.V. 's request for help when they felt they abandoned the country for lower taxes. 
(See Exhibit 5) 

8.1.5 July 2015, Stichting Decision 

Teva continued their efforts to buy Mylan N.V., by raising their offer price by almost $2 
billion, bringing the total to $43 billion.48 The stock market barely moved on this news, 
showing that many didn 't believe that the deal between the two companies would 
materialize. 

On July 23, the Stichting Preferred Mylan Shares announced its decision. The Stichting 
stated that, "it believes it is important to, at this point in time, make its position clear on 
the possible Teva/Mylan transaction, in light too ofthe Mylan shareholder meeting on the 
proposed Perrigo transaction. This belief is also based on discussions the Stichting has 
had with Mylan shareholders. By exercising its right to acquire preferred shares, the 
Stichting also aims to restare stability at Mylan to allow it to concentrate on the 
management of its business and, altematively, to give Mylan time to create shareholder 
value by partnering with industry players who are prepared to make binding 
cmmnitments which properly recognize the interests ofMylan stakeholders. 

Since the issuance of preferred shares to the Stichting is of a temporary nature, the 
Stichting wants it to be known that it does not intend to keep its preferred shares for any 
longer than necessary to achieve the objectives in line with its purpose. In relation to the 
expected Mylan shareholder meeting on the Perrigo transaction, the Stichting has noted 
that Teva has built up a 4.6 percent stake in Mylan and has stated that it intends to vote 
against the Perrigo transaction. The Stichting intends to use the voting rights on its shares 

46 "Manuevers and Dutch Defenses That May Complicate Mylan-Teva Takeover War." DealBook. 23, 
)une 2015. 

1-7 "Manuevers and Dutch Defenses That May Complicate Mylan-Teva Takeover War." DealBook. 23, 
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to create a levei playing field. Otherwise, the Stichting does not intend to use its voting 
powers to influcnce the outcome of the Mylan shareholder vote on the Perrigo 
transaction. "49 

It is important to document the differences the Chairman ofMylan' N.V.'s Foundation, 
Pieter Bouw, the fonner CEO of Dutch airline KLM articulated: 

"Mylan follows a strategy of using financiai leverage and retained profits to fuel further 
growth, whereas Teva has implemented a strategy o f regular dividend payouts, a focus on 
cost contrai and product portfolio rationalization. 

In respect of the geographic scope o f its business, Mylan has built a strong base in India, 
including a significant production capacity, R&D and workforce, and has severa! 
partnerships with Indian and other intemational companies which are crucial to its ability 
to make a broad range of generic prodncts available to patients in the US, Europe and 
developing countries. By contras!, Teva has shown limited commitment to India or to 
developing markets, and instead has focused on Israel and Bastem Europe for its 
manufacturing activities and on higher margin, complex and branded generic products in 
developed markets. 

The Stichting appreciates the relevance of increasing scale in a consolidating 
pharmaceutical market. However, the differences in employee footprint and therefore 
background and culture representa barrier to a successful post-acquisition integration. 

The $2 billion of synergies forecasted by Teva and the ambitious timing for their 
realization will require major cuts not just in general and administrative expenses and 
sales but also in R&D and manufacturing. 

In view of the cost reduction programs already completed and underway at Teva and its 
lmown statutory and govemance ties to Israel, the Stichting believes it is a reasonable 
assumption that the necessary cuts will impact Mylan the most. 

Teva has stated that it would not shut down Mylan's facility in West Virginia. The 
Stichting believes that this makes it unlikely that the Mylan operations in India would 
remain unaffected. 

This prospect, in combination with the misgivings which severa! ofMylan's partners have 
expressed to the Stichting regarding a potential relationship with Teva, represents a 
serious risk that access to affordable generic products in developing markets will be 
significantly interrupted."50 

The risk that Mylan N.V., took in exercising the ability of the Stichting, seemed to have 

49 "Stichting Preferred Shares Mylan exercises call option." Mylan Press Release. 23, June 2015. 
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been well worth it. 

8.1.6 July 27, 2015, Teva buys Allergan 

In another surprising twist, Teva announced on July 27, 2015, that they would buy 
Allergan Generics and tenninate their bid to acquire Mylan N.V. The company 
announced they entered into a definitive agreement with Allergan and wi!l no longer 

h . h . 5I pursue t e1r ot er transactwns. 

This deal, if approved, will make Teva one of the largest pharmaceutical companies in 
the world. Was the Stichting involvement the reason Teva walked away? Did the 
inversion help save the company? The same day Teva pulled out of the bid, Mylan 
N.V. 's, stock fel! ahnost fourteen dollars a share. 

8.2 Walgreens Boots Alliance 

8.2.1 Apri/2015, Walgreens New Leadership 

In April 2015, Walgreens announced that they would close 200 stores in the United 
States and continue to cut $1.5 billion out of its operations in America. This was 
announced as part of the three-year plan that was agreed to when the transaction with 
Alliance Boots took place. This was an additional $500 million than what was originally 
discussed. It was also decided to change the organization o f field offices, implementing 
best practices for operations and updating and streaming Information Technology 

. 52 operatwns. 

Acting CEO, Stefano Pessina, said, "The first area is improving the performance of our 
businesses worldwide with an emphasis on operations, Second, we will be refreshing and 
reinvesting in the stores of our retail pharmacy USA division to improve the customer 
experience and expand retail margins. Third, we are restructuring our cost base, with a 
focus primarily in the USA, to create a more efficient cost model and become a more 
agile company. Through these efforts, Walgreens Boots Alliance is determined to lead 
the way in our industry and be at the forefront ofinnovative, pharmacy-led health care."53 

8.2.2 .July 201, Pessina made permanent CEO 

Even though Mr. Pessina insisted a year before that he did not want to become permanent 
CEO ofthe new Walgreens Boots Alliance, it happened anyway. During the company's 
third quarter stockholder cal!, it was announced that he would become permanent CEO. 
The chief financiai officer, said that there were too many good things happening and too 

s1 "Teva Withdraws Proposal to Acquire Mylan." Jerusalem Business Wire. 27, July 2015. 

52 "After Merger, Walgreens Plans $1.5B in Cost Cuts." CFO.com. 9, April 2015. 

53 "After Merger, Walgreens Plans $1.58 in Cost Cuts." CFO.com. 9, April2015. 
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short o f time to make another change with leadership positions. 54 

9. CONCLUSIONS AND RECOMMENDATIONS 

Major changes have transpired at both Walgreens Boots Alliance and Mylan N.V., during 
the past year. In regards to Mylan N.V., ifthe stock price over the last year is analyzed, it 
looks like an inversion was not the right choice (See Exhibit 6). In contras!, if the stock 
over the past year for Walgreens Boots Alliance is analyzed, their decision of not 
inverting seems to be the correct one (See Exhibit 7). 

From stock prices alone, it seems that there is no debate surrounding what was right for 
the shareholders from each company. It is not possible to conclude and prove that in the 
instance of Mylan N.V., however, it would even still exist if their leadership did not 
decide that they needed to invert. 

The shareholders are not sure they care ifMylan N.V., still exists. According to the Wall 
Street Joumal, two weeks after Teva pulled out oftheir bid for Mylan N.V., the stock was 
still down 30 percent and in a "show me" mode.55 The leadership of the company still 
believes that their company is worth more than shareholder value, but that argurnent is 
hard to prove. The company is continuing to exceed or match the market targets, but well 
below the value o f the stock if the takeover happened. 

In regards to Walgreens Boots Alliance, the company has had major changes in 
leadership and major cost cuts within the merged company. The stock is higher that ever. 
Was this truly because of the inversion, or is the tax structure of Walgreens much more 
beneficiai than before last August because of how the new company is structured? How 
much o f the revenue from the combined company can be taxed in Europe as profit made 
there? The tax rate for the company should be well below the 35 percent it once was. Did 
Walgreens do half or% ofan inversion because ofhow they can repor! revenue? It is not 
possible to answer these questions at the time this is published, but the public perception 
o f the company is still intact no matter what is occurring behind the curtain. 

In over 40 conversations and interviews with United States Senators and Congressman, 
staff and corporate executives in the United States, this thesis makes it that: Until tax 
reforrn is complete, companies will continue to participate in these tax practices and 
companies in the United States will be targets for hostile takeovers. In this case, laws in 
the United States are the country's worst enemy and the United States will remain the 
least attractive place for a company to be headquartered. 

It is not yet possible to give a complete recommendation in both of these situations 
because the results o f pursing a corporate inversion for each company will only become 
apparent over time. That said, I have a strong sense the companies that are based in the 
United States have to make changes or foreign companies and competitors will continue 

51 "After Merger, Walgreens Plans $1.5B in Cost Cuts." CFO.com. 9, April 2015. 

ss "With Teva Bid Offthe Table, Myian's Stock In 'Show-Me' Mode," Wall Street Joumal, 7, August 
2015. 
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to target them for hostile take-overs. 

The message from the majority in the United States Senate and H ouse o f Representatives, 
who are not blaming the actual companies for these moves, is that bad tax laws are 
instead to blame. Ironically, however, no true tax proposals have yet been introduced in 
either the House or Senate during this legislative session. 

At the time of the completion of this thesis, I would support the inversion that Mylan 
N.V., did and I think it proved that it saved the company. The deal with Perrigo is still 
not complete and it is questionable if the company survives through other take-overs 
attempts. 

I believe Walgreens could suffer as pharrnacies continue to change the way the do 
business. Even though Stefano Pessina has said severa! times he will not invert 
the company, he has also said he would never become its CEO. The new 
leadership o f the company does not have the same "hometown" allegiance that the 
leadership that decided against the inversion had. 

If it comes down to dollars and sense, Walgreens may have to make a major change of 
location to survive. 
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Exhibit 1 

Simplified Pre-Combination Structure 
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Simplified Post-Transaction Structure 
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Exhibit 3 

June l, 2015 

Ercz Vigodman 
ChiefExecutive Officer 
Teva Pharmaccutical Industrics, Ltd. 
5 Base! St. 
P.O. Box 3190 
Pctach Tikva, Isracl49131 

cc: Prof. Yitzhak Petcrburg 

Chainnan o f the Board o f Directors 

Dcar Ercz, 

I write on behalfofthe Mylan N.V. Board ofDirectors. In light ofrecent events we are 
compel!ed to ask you and the Teva board for unequivocal clarification with respect to the 
following. 

Wc mel on April24, 2015, and almost six wecks have passed since Tcva's public and 
unsolicited, non-binding exprcssion ofintcrcst on Apri121, 2015, yct thcre still is no 
clarity on whether or not Teva will make an actual offer to acquire Mylan and, ifso, the 
timing, tenns or conditions thereof. 

lnstead, Teva has engaged in a pattern o f making noncommittal, unclear, inaccurate, and 
non-spccific statcmcnts to shareholders, analysts and the prcss regarding its 
intcntions/plans with rcspcct to Mylan, and continues to tell thc samc constituencies that 
there is a clear pathway for Tcva to close a transaction with Mylan in a short timeframe 
and thcreafter obtain contra! in a relatively short period. We both know that these 
statements are inaccurate and misleading. 

As we have previously announccd, a Mylan shareholders' mceting (EGM) will be held 
early in the third quarter to obtain shareholder approval for our transaction with Perrigo. 
Y ou will appreciate that it is very important to the shareholders o f Mylan that they are 
ablc to cast their votes in a fair, infonned and undisturbed manner. We cam10t allow our 
shareholders' interests to be hijacked and we need to safeguard Mylan, its business, 
stratcgy and mission, and its stakeholders against Teva's meddling in our affairs and 
improperly influencing the vote ofMylan shareholders by holding out an expression of 
interest, mischaractcrizing its ability to execute on that intercst, all while failing to 
commit to an actual offer and without providing meaningful and specific infonnation on 
its stratcgic intcntions and the consequences of a real offer were it to materialize. The 
uncetiainty based on Teva's expression ofinterest which surrounds Mylan at present not 
only significantly affects our business, mission and strategy but also adversely impacts 

36 



our shareholders, cmp!oyees, business palincrs, customcrs, and the patients who rely on 
Mylan products and the conununities in which Mylan is involvcd. The conduct ofTeva 
has caused significaut unrest and unce1iainty within these groups and the conlinuation of 
Mylan's longstanding strategy is threatened by Teva's seemingly deliberate and uncertain 
cxpression of interest -- which can be withdrawn by Teva at any moment -- coupled with 
Tcva's pattern ofsaying different things to different people about what it might and 
might not do. In addition, it is impmiant that- ifTeva intends to make a fonnal offer
the Mylan shareholders and other stakeholders - and ali other relevant parties involved
should have suffícient time to review and assess it and the timing o f an offer (if any) 
should obviously not dismpt the fair, informed voting by our shareholders at the EGM. 

While these dealings alone cause us great concem, we also leamed that Teva acquired 
shares in Mylan in excess ofthe USO 76.3 million threshold under the US anti-trust 
rules. We bclieve Teva's acquisition ofMylan shares violates the U.S. antitmst laws. 
Fmiher, Teva has chosen to rcmain silent on its intentions with respect to using those 
shares. We consider Tcva's stakebuilding as a further indication ofits intention to meddle 
with our busincss, strategy and mission whilc remaining unc!car as to its actual 
intentions. 

In light ofthe above, Teva's actions can only be considered to be a thinly veiled attempt 
to fmstrate our Board's clearly articulated, consistent and successful strategic direction, 
including the vote at the EGM on our pending acquisition ofPeuigo. lt is time for Teva 
and its Board to stop playing games with our company, its business, mission and strategy 
and its stakeholders. 

IfTeva's Board wishes to pursue an actual formal committed binding offer (as we have 
done for Pen·igo ), then our Board will assess such an offer carefully in !in e with its duties 
and in light ofthe considerations outlined in my April27, 2015 !etter to you. Short of 
that, Teva and its Board must stop pursuing what amounts to notlling more than an 
illusory altemative for our shareholders to the Pe1Tigo transaction (as t!1ere is no fom1al 
offcr or clcar path to complction for a Teva transaction) and figure out a solution to 
Teva's profound strategic issues (inc!uding among them Teva's impending Copaxone® 
cliff) that does not involve Mylan. 

Bcst regards, 

/s/ Robert J. Coury 
Robert J. Coury 
Executive Chainnan 

cc: Mylan N.V. Board ofDirectors 
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Exhibit4 

June 8, 2015 

Robert J. Coury 
Executive Chainnan 
MylanN.V. 
Albany Gate, Darkes Lane 
Potters Bar, Herts 
EN6 !AO, United Kingdom 

Dear Robert, 

We are writing in response to yonr letter of June 1, 2015. 

We wholehem1edly agree with you that Mylan's stockholders deserve a fair and fully
infmmed opportunity to weigh the Teva proposal, which offers a substantial premium, 
immediate cash value and significant upside potential in a financially and connnercially 
stronger company, as compared to the proposed Perrigo transaction. Contrary to your 
claim that we are doing little more than "meddling," onr proposal is strong and serious, 
offers exceptional opportunity for Mylan's and Teva's stockholders and other 
stakeholders and deserves careful review and engagement by yonr board and your 
stockholders. 

The pictnre that you have been creating is a desperate attempt to prevent this from 
happening, as clearly demonstrated by yonr actions and commentary on a number of 
subjects noted below: 

• Refusal to Allow Stockholders to Consider Teva Proposal. You have continued to 
take steps towards a vote on the Perrigo transaction while pretencling that a more 
attractive and valuable option does not exist. Y ou have been quoted as saying in 
analyst meetings that you intend to put yonr stockholders in a "tough place" by 
forcing !hem to consider the Perrigo transaction without allowing them to 
consider the Teva proposal. 

Unwi/lingness to Provide Stockholders with Complete Information About the 
Proposals. Y ou are asking your stockholders to vote on the Perrigo transaction 
with a lack oftransparency, depriving them of a fair and honest financiai analysis 
ofthe Teva proposal as compared to the proposed Perrigo transaction. At the 
smne time, you continue to make confounding statements about wanting to be 
acquired by Novartis or Pfizer. 

• Governance. You have repeatedly said that the Mylan board is able and willing to 
use Mylan's unprecedented govemance stmctnre to preventa serious buyer from 
succeeding in a transaction. These statements are both inconsistent with Dutch 
corporate govemance standards and misleading to Mylan's stockholders. Your 
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comments are merely aimed at frustrating Teva and denying your stockholders 
the ability to consider the Teva proposal. 

Attempting to Paint Teva in a Negative Light. You have continually made grossly 
incorrect statements about Teva to mislead your stockholders and other 
stakeholders about us. 

Teva is stronger than ever. The proven results from recent actions that Teva has 
taken demonstrate that Teva is stronger than ever, both in its generic and specialty 
businesses. We have significantly strengthened the fundamentais of our company, 
solidified our key franchises, put in place robust engines for growth and provided 
a clear roadmap to further reinforce our industry-leading position. 

Your repeated statements regarding Teva's prospects are wholly inaccurate. We are 
vigorously and successfully protecting our core franchises. Our specialty pipeline is in 
the best shape it has ever been and we continue to bois ter it relentlessly. So are our 
capabilities in generics. Like product portfolios of many other leading pharrnaceutical 
companies, our portfolio is also changing. 

V alue creation and integration of acquired companies. In the las! two decades, 
Teva has transforrned the generics space, setting the industry standards for others 
to follow. In doing that, it generated retums for our stockholders in excess of 
1600%, one ofthe highest rales in the pharrnaceutical industry. This performance 
has been achieved through both organic growth and large global and diverse 
acquisitions that required successful integration o f cultures, activities, businesses 
and assets in numerous territories. 

The unique experience Teva has gained from the more successful (and sometimes also 
less successful) acquisitions is fully applied in everything we are doing, and we will 
continue to do so. 

• Diversity and globalization. Teva is a truly global, highly diverse company with a 
uni que combination o f cultures, geographies and businesses. It starts with its 
diverse top leadership team and goes ali the way throughout the ranks. Israel has 
a significant role in Teva's legacy and culture, and ilhas been contributing 
substantially to its success. At the same time, as in any ofthe other countries in 
which it operates, Teva invests in Israel in those activities that create value and 
enhance competitiveness to the company on a global leve!. 

Compliance with the /aw. Teva's acquisition ofMylan shares is in compliance 
with applicable law. We have conferred with the U.S. antitrust authorities and 
have been given no reason to believe that our purchases violate lhe Hart-Scott
Rodino Act or any other U.S. antitrust laws. In the meantime, we note that you 
have been saying you are a Dutch company when you believe it helps you create 
unprecedented govemance structures, a U.K. company when it helps you lower 
your U.S. taxes anda U.S. company when you believe it helps you prevent Teva 

39 



from purchasing Mylan shares. 

Teva's corporate governance. We are responsive to our stockholders and practice 
good corporate govemance principies. Within the past year, Teva has profoundly 
changed its board o f directors, and led by its new Chainnan o f the Board 
continues to substantially enhance its govemance profile. 

Other stakeholders. Teva is highly committed to providing affordable treatments 
to patients and communities worldwide and is constantly exploring opportunities 
and imp!ementing strategies to better serve its patients, customers and employees. 
In particular, Teva has no plans to close down My!an's West Virgínia facility 
after the completion o f the transaction. 

Growth versus cost reductions. Teva' s proposal to acquire Mylan will drive 
significant value and growth generation in the combine 
company' s generic and specialty businesses, in addition to the achievement o f 
meaningful cost synergies and efficiencies. The resources we will be able to 
generate from the combination will be invested in compelling growth 
opportunities, in generics and specialty, creating ample benefits and opportunities 
to Mylan's and Teva's stockholders, employees and other stakeholders. 

There is nothing unclear or equivoca! about Teva's intentions. We have a clear roadmap 
to de li ver on our proposal, and we remain committed to taking ali of the steps necessary 
to de li ver the exceptional benefits o f this combination to the stockl10!ders o f Mylan and 
Teva, as well as the other stakeholders of both companies. 

While our desire remains to reach agreement on a transaction, we will continue to take 
the steps necessary to accomplish our proposal, which will create substantiallong-term 
value and an opportunity to better serve our respective patients, customers, employees 
and communities around the world. 

Sincerely, 

/s/ Erez Vigodman /s/ Prof. Yitzhak Peterburg 

Erez Vigodman Pro f. Yitzhak Peterburg 
President & Chief Executive Oificer Chairman o f the Board o f Directors 
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Exhibit 5 

Senator Van Hollen Press Release: 

Van Hollen: After Renouncing U.S. Citizenship, Mylan is Trying to Have lts 
Cake and Eat lt Too with Request for Help from FTC 

June 24, 2015 

Today Maryland Congressman C h ris Van Hollen, Ranking Member of lhe H ouse 
Budget Committee, issued the following statement following reports that Mylan, a 
company which completed an "inversion" in February, is asking lhe U.S. Federal 
Trade Commission to treat it as a U.S. company to help protect it from a potential 
acquirer: 

"Mylan is trying to have its cake and eat it too. lt is an intolerable abuse of a 
loophole when U.S. corporations pretend they are based overseas in order to get 
out of paying their fair share and duck their responsibilities to the United States. 
lt's just plain hypocrisy when one of those same inverted companies claims that it 
is actually a U.S. company because it needs the special protections U.S. law 
gives to American companies. The FTC should remind Mylan that when it chose 
to invert to avoid paying taxes, it gave up the privileges given to companies 
which rema in committed to the United States. And Congress needs to act now to 
close the inversion loophole and fix our broken tax code to reward companies 
that locate and invest in America." 

This ema i! and any attachments thereto may contain private, confidential, and privileged material for the sole use ofthe 
intended recipient. Any review, copying, or distribution ofthis email (or any attachments thereto) by others is strictly 
prohibited. Ifyou are not the intended recipient, please contact the sender inunediately and permanently delete the 
original and any copies ofthis email and any attachments thereto. 
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Exhibit 6-- Mylan N.V. 
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Exhibit 7 - Walgreens Boots Alliance 
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