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.-Elder_ Pharma to repay

" sale.

The company mtends o sell
its stake in its subsidlarles in the

‘UK and Bulgaria,

- Earlier this month, the Born-

" bay High Court directed the

company repay %155 .crore to

small investors who had. invest-

. ed in the cornpany’s fixed depos
~itin January.

* Inits appeal, the company said
it has proposed ro repay the en-
tire amount which it said would
come through'a lender with
whom the comipany has a térm
sheet. The company has to also
pay a bunch of debenture hold-

_ers 263 crore,

“The ailing company also faces

24 wmding up petmon, 1nclud
. ing one by Tata Financials. The
.company. was also | restrained
from ‘creating any tlnrd partyi."
ghts or to sell off its assets éx-
‘cept in the natural course of®
*  business, without permissmn
" from the Court.’ _
The company has_'been going’
through'tough cash flow situa- -

tions but is on the path of recov-

~ery and has substantial asset
- base to cover all its liabilities. |
Raising funds'is a time consum- -
ing process and cannot be done |
-overnight as.the ‘due-diligence’ .
~'by- investors takes up- many
‘months, said the company.

Due to numerous legal issues -
coupled with a weak real estate
market - the company has not
been able to sell off its non-core
assets at the right price, But the
efforts continue to realise the
best value for the mnon-core
assets.

Gostir™
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QUESTIONABLE BUSINESS

Is Valeant Pharmaceuticals th e

By Jor Nocera

V'aleant Pharmaceuticals is a
sleazy company.

-Although it existed before
2010, it did a deal that year that
put it on the map. The deal was
with Biovail, one of Canada’s
largest drug makers—and a
company that had run afoul of
the Securities and Exchange
Commission (SEC).

In 2008, the SEC sued Biovail
for “repeatedly” overstating
earmnings and “actively” mislead-
ing investors. Biovail settled the
case for $10 million.

As it happens, 2008 was the
same year that a management
consultant named J. Michael
Pearson became Valeant's chief
executive, Pearson had an unu-
sual idea about how to grow a
modern pharmaceutical com-
pany. The pharma business
model has long called for a hefty
percentage of revenue to be
spent on scientists who try to
develop new drugs. The failure

rate is high—but a successful-

new drug can generate over $1
billion in annual revenue, which
makes up for a lof of failures.
Pearson didn't have much
patience for research and devel-
opment. While he certainly
wanted moneymaking drugs, he
didn't really need blockbusters
“to make his business model
waork. Ifis plan was th acquire
pharm firms, fire most of the sci-
entists and jack up the drug
prices. Biovail gave him the hefe
to put his plan in action. And so
he has done, to the delight of
Valeant's shareholders, and the
dismay of most everyane else,
Before Pearson took control of
Valeant, It spent 14% of its reve-
nue developing new drugs, Last
year, that number was under 3%,

Lot

b

New tactics: Before Pearson took control

SRR
of Valeant, it spent 14% ofits

revenue developing new drugs. Last year, that number was under 3%.

Meanwhile, Pearson has been
ruthless about price hikes; in
February, according to The Wall
Street Journal, the company
raised the price of one heart
drug by 525% and another by
212%—on the very day i
acquired the rights to-the drugs,
Complaints from patients, doc-
tors and insurance companies
have prompted Investigations by
federal prosecutors in Massa:
chiuserts and New York,

In the seven years Pearson has
run the company, Valeant has
done more than 100 deals. Its
growth has been supercharged,
and so has its stock price, Pear-
son has become a hillionaire.

Fast forward to 19 October.
During a conference call with
investors, Valeant disclosed !
relationship with a specialty
pharmucy called Philidor RX
Services, a relationship in which
Philidor seemingly does busi:
ness with no one besides
Valeant, and that is so close that
Valeant consolidates Philidor's

financials while holding Phi-
lidor's inventory on it¢ books.
During the call, Valeant alo dis-
closed that it had paid $100 mil-
lton for an option to buy Phi.
lidor, though it had not actually
made the purchase-a very
strange deal indeed.

It made these disclosures
because Roddy Boyd, a former
New York Post reporter who now
runs the Southern Investigative
Reporting Poundation, had
found out about the Philidoy
relationship and begun asking
questions. So had several Wall
Street critics of the conipany,

including John Hemptun of

Bronte Capital.

Valeant’s disclosures last
week—along with subsequent
allegations by Citron Rescarch
that Valeant was cooking the
books—as well as storics by
Boyd and several others have
caused the stock to tank.

On Monday, Pearson an his
executive team held a lengthy
conference call with investors in
which they insisted Valeant had
complied with “applicable law”
But Valeant also announced that

new Enron?

& committee of the. board would
probe the ties with Philidor. And
it urged the SEC to probe Gitron,
This was also a lactic Biovail
once used to silence its critics; it
backfired spectacularly when the
SEC concluded that the eritics
were the ones who had it right,

It is difficult, if not impossible,
to understand all the implica-
tions of the Philidor-Valeant
relationship, or whether any-
thing genuinely illegal has taken
place. But the whole thing looks
pretty, well, sleazy. -

As The New York Times’
Andrew Pollack pointed out Jast
week, Valeant uses Philidor to
keep patients from getling
generics instead of its high-
priced drugs. Philidor negotiates
directly with the insurance firms,
and saving patients from the
feeling the sticker shock their
price hikes would otherwise
cause. The copay is often
waived, which only adds to the
allure of using Philidor, N

The evidence strongly sug-
gests that Philidor is controlled
by- Valeant, even though it is
supposed to be an independent
company. The Wall Street Jour-
nal reported that certain Valeant
employees work at Philidor
using fake names. But why? And
why did Valean fail to disclose
the relationship for so long? If
there was really nothing wrong,
why did Valeant keep it a secret?
Why, even now, are there more
questions than answers?

Maylbe it will all turn out to be
innacent. But [ remember anot-
her company that Wall Street
once swooned over, a company
that had eye-popping growth,
but also had secrets, which
eventually destroyed it. You
probably remember that com-
pany, too. Its name was Enran.

©2015/THE NEW YORK TIMES
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Russia keen toshare hq‘md waste

‘3

treatment technology with India

Consul General
‘SEeS scope-for

ties in pharma, . ;
auto sectors too

:. OUR BUREAU
Hyderabad, October 27

“ Russia could offer various tech '
_nologies, including assembly.
lines_for treatment- of liquid™ -
* waste to India; according to Ser- .

* gey Kotov, Consul-General of the

Russian Federauoxrto the Repub-}.

lic of India.

Addressing - members af thef

Federation of - Telangana - ant

. Andhra - Pradesh. ‘Chambers: of 4
Commeice and Industry hereon
- Tuesday, Kotov said: “For- India, &

this may 'be big interesi along

with watermanagement among .

others.”

There was also scope for im-
proving business ties in sectors
“such as pharma. and automobile,

he added. p

While respondmg to a com-

OW\W M&M =

. Russia, he said it was simplified _

! Consul General of the Russmn

deration, Sergey Kotov atabusiness:
meet organised by the Federation ofTelangana and Andhra Pradesh

Chambers of Commerce and: |ndustry in Hyderabad MOHAMMED YOUSUF

ment by a member that the cus-

toms. reglme was COITlplEX in

to some extent in the recent past
and was “slightly changed for

" the better.”

“You don’t ask for too much
from Russia. We are ‘not Soviet -

Union. We are workmg reviving
economy after the undue’ influ-
ence of west in 1991. Russia is still
bleeding,” hesaid. - .

At present, India's trade with
Russia is just $6 billion, which is
less than 1 per cent of the coun-

_try's fotal foreign trade.
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Drug e-store

Netmeds gets
'$5’0m funding :

.marketplace Netmeds.com
hasbagged $50millioninase-

cond round of funding
since its launch in June this
year. Thelatest round wasled - :
by OrbiMed, a healthcare-fo-- :
cused investmentfirm, along: :
with Pradeep Dadha, CEO, :
Netmeds.com, through the :

" investment
fund and boutique ‘invest- :

‘ment bank MAPE Adv1sory;

Group.

Netmeds.com is promoted:
by the Dadha family which
has been in phalmaceutxcal'_ :

business for over 100 wears. :

The family ran Tamil Nadu :
Dadha Pharmaceuticals and :
Pradeep Drug Company earli- :
er. Dadha said, “Most of the
funds will go towards building
anetwork of information bet-

‘ween wholesalers and retai-

lers to provide greater availa-
bility We plan to use about $10
million inunediately Or back-
end development and to aug-
mentourlogistics.” T

N Jarom.
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”\]Dms o Indian players can move up the,value chain,” tology and complex injectables markets. “We
VM_UAB’_E " says author Alok Dalal, “The US differentiated- expect the company to launch its novel psorjasis
COMPANIES product contribution to Sun Pharma’s sales and drug Tildralizumab (specialty product) in the Us
PHARMA profit is eight per cent and 16 per cent (respec- in 2017/18 with sales of $200 million by

tively), which could rise to 16 per cent and 26 2019/20," it adds.
per cent by 2019/20.” Sun Pharma acquired a As for Dr. Reddy’s, the report expects its dif-
majority stake in US-based Taro Pharmaceutical ferentiated products in the US market to contrib-
in 2010 and took over another US company, ute 33 per cent to its profit by 2019/20 from the
DUSA Pharmaceuticals, in 2012, current 13 per cent, with skin and central nerv-
= The report predicts that the three together ous system treatments as the main growth driv-
could emerge as a strong force in the US's derma- ers. “We expect biosimilars to be a growth driver

(for Dr. Reddy's} beyond 2019/20," it adds.
. About other pharma companies, Dalal is more
A HEALTHY TREND restrained. He notes that Lupin has advanced
Most pharma companies have grown at a steady cfip through its acquisition of GAVIS, but méintains
Cipla —which gets only eight per cent of its rev-
enue from the US — has a long way to go. “We
upgrade Cadila Healthcare from ‘underperform’
259 to ‘outperform’ as its differentiated products
pipeline can generate long-term returns,” he
adds. Glenmark Pharmaceuticals too has filed
three product approval applications in the US for
immunosuppressants, apart from building on its
niche strength in oral contraceptives, dermatol-
ogy and oncology injectables.

Indian pharma companies have had their
run-ins with the USFDA in the past, notably two
years ago when the latter banned entry of drugs

* manufactured by leading companies such as
Ranbaxy and Wockhardt Ltd at specified plants,
claiming the plants fell short of its quality stand-
ards. But the situation seems to have vastly im-
proved. A recent Bank of America Mexrill Lynch

O 31/03/1 EE31/03/15 yaar CAGR (%) InZcrore report by Manoj Garg, research analyst, DSP

........................................................................... Merriil Lynch (India)‘ shows that there were 75
approvals of Indian drugs by the USFDA in the

April to September15 period this year, against

75 in the entire financial year 2014/15.

“Clearly, one of the reasons behind the recent

growth has been an acceleration in product ap-
provals by the USEDA,” says Glenn Saldanha,

Chairman and Managing Director, Glenmark

Pharma. “Indian companies also now vnder-

stand the US’s market better, both the kind of
compliance required and the filing and product
quality needed.”

The depreciation of the rupee since 2011,
making Indian pharma products cheaper, has
also worked to the industry's advantage, as the
Bank of America Mexrill Lynch report notes that
a five per cent rupee movement would have a
2.4 10 5.6 per cent impact on pharma universe's
earning per share, Another industry estimate
maintains that for every one per cent fall in the
rupee’s value against the dollar, the EPS of lead-

RY
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SURGING AHEAD

The BSE Healthcare index has outperformed the Sensex

P SO

S&P BSE Healthcare  ES88 S&P BSE Sensex

ing pharma companies increases by 0.7 per cent.
According to the report, Cadila Healthcare,
Aurobindo Pharma and Lupin have been the
biggest beneficiaries of depreciation. Strategic
partnerships have also helped some companies
—notably Cipla's tie up with Teva which made it
sole supplier of the generic drug Nexium (esome-
prazole magnesiumn) in the US.

In the $15 billion domestic market too,
Indian pharma companies have been showing
steady growth. There were many apprehensions
when the National Pharmageutical Pricing
Authority passed a new Drug Price Control
Order (DPCO) in May 2013, increasing the num-
ber of drugs under price control from 74 to 348,
but these have been belied. The order itself took
into account market realities, changing the for-
mula for caleulating drug prices from the former
‘cost plus' approach to the more real-
istic ‘market-based pricing' ap-
proach, and linking prices of the
listed drugs to inflation, so companies
would not have to seek government
permission each time they needed to
raise prices. Prices of some formula-
tions did indeed have to be reduced,
but this affected the MNCs operating
in the country more than the wholly
indigenous ones, since the former’s
prices are usually higher.

Pharma companies have been growing
within the country through select product ac-
quisitions, marketing alliances and greater
penetration. Dr. Reddy's has been particularly
proactive in doing so— in April this year it final-
ised a X800 crore deal to buy up some of the
brands of Belgian pharma giant UCB being dis-
tributed in India. The brands chosen will
strengthen Dr. Reddy's presence in the dermatol-
ogy, respiratory and pediatric segments. In May,
it entered into a distribution agreement with the
Indian arm of the UK-based AstraZeneca, to sell
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two of its trademark products, Riax and Riax M,
within the country. In August, Dr. Reddy’s an-
nounced a strategic collaboration with leading
biotechnology company Amgen to market three
of Amgen's drugs related to oncology and cardi-
ology. The industry is also benefiting from a
rapidly expanding market in certain chronic
disease segments like diabetes, brought on by
widespread lifestyle changes.

Despite the buoyant mocd, a few concerns
remain. A number of emerging markets such as
Russia and its surrounding CIS countries,
Venezuela, Brazil and South Africa are wracked
by currency turmoil far greater than what the
rupee faced. Most leading pharma companies
have about 15 to 20 per cent of their reverues
coming from these countries. Dr: Reddy’s and
Glenmark Pharma, for instance, have a good
deal of exposure in Russia and the CIS
countries as well as Venezuela.
Analysts, however, maintain the
companies concerned have imposed
tight controls on their expenditure,
taking the volatility into account.
Future price regulation, be it in India,
with more drugs being brought un-
der the price control order, or in the

opeful Hillary Clinton's recent

tweet, condemning the ill conceived

attempt by US based Turing Pharmaceuticals {o

raise the price of one of its drugs by 5,000 per

cent and vowing to oppose it, sounded ominous
to some industry watchers.

But overall, most feel the good times will
continue. “This is one industry that, thrives on
challenges,” says D.G. Shah, Director-General,
Indian Pharmaceutical Alliance (IPA). “It is
creative not only in discovering treatments and
cures, but also in getting out of tight corners.” ¢

@EKumarSharma
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o disposal panels fail to
timely meetings

Htgh Court asks PrmCIpai Secy tofile affidavit

SAURABH MALIK

TRIBUNE NEWS SERVICE

. CHANDIGAR, OCTOBER 26 '
Taking -cognisance of drug

disposal committees’ failure
to. meet at least once in two

“months “for the disposal of
“drugs no,-more required as
. case property; the Punjab and
“Haryana High . Court has

asked Punjab Additional
Chief Secretary/Principal Sec-

“retary (Home) to file his per-

sonal atfidavit on the issue.

Justice Amol Rattan
Singh asked the officer to
specify the status of drugs
required to be disposed of,
but not -done so, till
November 15,

The directions came dur-
ing an appeal by Balbir

Singh against the judgment
of Nawanshahr Special
Court Judge. Convicting
him wunder the Narcotic
Drugs and Psychotropic
Substances Act, the Judge
had sentenced him to 10
years of rigorous imprison-
ment and slapped a fine of
Rs 1,00,000.

Allowing the appeal, Jus-
tice Amol Rattan Singh

Justice Amol
Rattan
Singh said
that reports
showed the
presence of
drugs in
police stations’ 'malkhanas’
as these are not disposéd of
in a timely manner by these
commitiees. “The chances
of misuse of such contra-
band can obviously not be
ruted out,” he said.

asserted  that  reports
received in the High Court
on administrative side from
Sessions Divisions showed
the presence of contraband
in police stations’
“malkhanas” due to its non-
disposal in a timely manner
by committees to be consti-
tuted vide standing order
notified on June 13, 1989.
“Hence, the chances of mis-
use of such contraband can
obviously not be ruled out,”
he said.

Justice Amol Rattan
Singh also observed poppy
straw and other narcotic
substances were to be dis-
posed of under the supervi-

sion of Drug Disposal Com-
mittees to be constituted
by the state governments,
as per the notification. The
committees were required
to meet as frequently as
possible, at least once in
two months.

It was to examine the list
of drugs to be disposed of.
“After satisfying themselves
that they are no longer
required for legal proceed-
ings and the approval of the
court has been obtained for
the purpose, necessary cer-
tificates are to be endorsed
by the committees for dis-
posal of such drugs...”

Justice Amol Rattan
Singh added Additional
Chief Secretary/Principal’
Secretary, Home, would
file his personal affidavit
after obtaining informa-
fion on affidavit from the
chairmen/presiding  offi-
cers of the committees
concerned on the current
status of drugs.

The affidavit by the cha’ir-
men/presiding authorities t
also required to spell out the
reasons behind delay.
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