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y thisy Ithad
falsified data while seeking approvals from the
United States Food & Drugs Administration, or

US FDA, and paid s hefty fine of toset-

aiichi-Si
Singapore court

The Japanese company alleges the eartier Ranbaxy promoters withheld crucial information when they
sold the company in 2008. The outcome could have a bearing on mergers and acquisitions of the past

i

ngh

because they were found to contain glass particles.

yin the
Special Purchase Agreement, as reported in The
Foonamic Times, “To the knawledge of the company,
there is no event of slruation that has not been dis-
closed (o the buyer {Dalichl) and its tepresentative

tle the matter with the of Justice. Not

mate-

only was the financial burden crippling (Ranbaxy
reported aloss of €976 crore in the last two quarters,
compared to u profit of L2220 crore In the sume six-
month period last year), the settlement was also a
serlous toss of face— a public Ight

 ¥or the “knowl-
edge of the company” shall mean the knowledge of
Malvinder,
‘The indusiry Is divided tn Its view on the arbitra-
tion, “Th about

for the company which has global ambitions.
Ranbaxy, after all, is the géneric arm of Dalichi
Sankyw, the patent-holding J

in y and US FDA . Howis
it ¥

the whole
tion? What about the due diligence,” asks a former
g he fuct thy

company. Many had speculated at that time |f Datichl
would drag the Singh brothers, from whom It had
purchased Ranbaxy for $4.2 billion in 2008, to court
aver this fiasco.

Dadicki had indicated that such action woitld be
taken: it had sald that impor-
tant information was withbeld.
from 11 at the time of the sale
and it was pursulng “avallabie
legal remedies”. That's exactly
what lappened subsequently
when Daiichi took Malvinder
Mohan Stigh and Shivinder
Mohan Singh to a Stngapore
arbitration court for concealing
and misreprssenting critical
information relating to the US
FDA and the Department of
Justice investigations at the
time of selling Ranbaxy, it is
learnt. Accordlng to informed
sources, Daiichi moved the
court fn June and has clalmed
daimnges arising from its settic
ment with the US authorities,

Earfier in Aprl, almost a
month befure it hinted ut legal
actlon against Ranbaxy's ex-
shaseholders, Dalichi hud filed
five caveuts in the Delh [ligh
Caurt socking to prevent any ex
Parte stay orler agalnsd il

y 3
US DA Inspections at various factories of Ranhaxy
were gofiig olt from 2008 onwards. During ts 2006 and

L2008 f Ranbaxy's

ties i Indla, LS FDA hadt inund vialations, Inonmplete

and wanufacluring practices
that did not folliow regulations.
After this, warning letters were
also issued to the company.

Questionabie duc diligence

Now, as Dadichi alleges that the
former shareholders “‘concealed”
caitical Information concerning
these Investigations, it also rais-
& questions ou its own due dili-
#ence at the time of acquiting
the company. While the Singh
family was advised by Ruligare, a
* financial services company in
which It holds a subsiantial
stake, in the transacilon, Dalichi
way advised by Nomura of
Japan. Religare «Hdn't answer
related to the transac-
. "We ate not privy (o any
current discusslons between
Dalichl and the Singh family on
this matter.” a Rellgare

says.
Many legal cxperts say
Dalichi has an equally strong

row rea

Some obseyvers Insist Lhere
were fissures berween Dalichi
end the Slngh brothers right from
the beginning, and that's why
Malviader stepped down as mani-
aging director & CEO in May
2008, though he had been
appointed for a period of five
years. The issues with US FNA
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“Thay {Daiichi Sankyo) said

o

that even if not a single
share was soid in the open
offar they would like to take
their stake to 51 per cent”

case. “Daflchi has alleged “mis-
representation” of facts. This
coukl mean that everything was
notdisclosed to it todeyricta clear
picture, R may know about the
Investigation but % may stil be
unawarc of the intensity and seri-
ousness of the investigation. This
iscructal. Dalichi centainly has a

e Case and It (the outooine of tw

arbitration) will dependd on the

*.; down as (EQ.and MD of Ranbaxy

wereshowingnosigns ofgetting  MAWVINDER MOKAN SINGH
resolved, and quastions were,  Formes promoter, Ranbaxy
beingnsked quietly ifthe Singhs

had sold i as asig-

it
al from Dalichi to US FDA that it had broken off
from the past of Ranbaxy and was ready tostart o1
clean slate.

Clear picture
An e-mail query sent to Malvinder eastier this month
on thearbitration did not alicit any response, However,

talkingt in May,

grounds it argucs upon,” says 8
senior corporate lawyer.
h

of the must significatt ones in Indla inc’s history.
could mua inthe past cauki

v i o
tentious issue of valuation. This could make a lot of
skeletons tamble out of Tadian buslness's cupboard.
“This ks going| k [rom Liw cor-
poraie point of View and everyone 1s eyelng It. The

lapse of judgement and empl

had tasisted all issie with US FDA werein the public
domain. Daiichi i i i

noed for
try veteran who now nins a company of bis own.The
T 11, 2008,

in
2007 wind sigried the injilul ugreement in June 2008
(thedeal In

year) — it took several months to pour over cvery
detail. In September 2008, between the signing of
the flrst agreement and the final closure, Us FDA
‘benned 30 drugs from Ranbaxy's three factories —
one at Dewas In Madhya Pradesh and the othertwoat
PoantaSahib and BatamandtIn 1Timachal Fradesh -~
from selling in the United States, These problerms
with US FDA natwithstanding, Malavinder had suid,
the Japanese cumpany wanted more and liore of

3
S

between Dailehi and Ranbaxy’s former promoters,
adds another twist [o the ca espite varlous facts
relating to the US FDA Investigation being plblic
knowledge, the agreement reportedly dnes not cgntain
any specific representation, warranties ot indeinnlfi-
cation for these investigatlons, While this has sur-
prised varlous industry officlals who are questior
Dalichi’s due diligence and the decision to sign such
ai agreement, legal experts point ot 1hal Dalizhi
may fight the case saying the Singh brothers had pri-
or kiowledge (of the lssues) and, therefore, did not
allow

hi

Y
36 per cent stake in Ranbuxy from the Singh brothers:
this was to be foliowed by the mandatory 20 pex cent
open offer. “hey sald that even if not a single share
was sold in the open offer they would like to Lake
their stake to 51 per cent.” he had sald.

Matvinder had also allude that Ranbuxy, under
Dallehi, has underperformed and the allegations of
helng misied by earller shareholders could be diver-
slonary tactics. A few wocks earlier, Ranhaxy hiad
recalled some batches of generic Lipltor from the US

and warranties in the agree-
ment. “What is crucial in this case Is the extent of dls-
clasursy made by the former promoters of Ranbaxy to
Dailchi,” the lawyer says.

Malvinder, after he had sald Ranbuxy in 2008,
had signed a two-year with
Dadichi. "Thus. for the last three years he has been
free to re-enter the pharmaceuticals sector, I's not
clear if he will exerclse this option, but this much is
ceriaiin hat it wilt depend critically on how he ls able
10 settle the current case. Over to $ingapore.

¢ Mg MAX: Ranbary hires two US-based

: May %3, 3073 Criminai tharges filed; Ranbaxy

o RS

ches

{62 US Food and Drug Administraticn (FDA)
Inspectars note aliegations abcut Ranbaxy's
practices

2T Whistle-blower's lawsuit alleges the
compeny defrauded Federal progrmimmes

U B Daiich: Sankyo acquires majority
stake in Ranbaxy

S J00B: Rankaxy's three facilities — at Papnta
Sahib and Batamandi (Himachat Pradesh)
and Dewes (in Madhya Pradesh) ~ come
under fDA’s scanner. FDA bans 30 drugs from
Indian faclitics

Hov 254 Daiichi concludes Ranbaxy buyout
Hay 2009: Malvinder Mohin Singh steps

Ber M8 Ranbaxy sets cside $500 miltion to
resulve potential criminal and it fiabilitles

02 20152 Ranbaxy signs 3 consent decree with
the American authoiities, putting an end to
the regulatory tussle; but Ranbaxy still

. tannot make drugs at the Paonta Sahib,
Batamandi, Oewas and Gloversville, NY,
fatifitics for the US market

Jan 292 Company reaches 3 settlement
agreement with FDA; agrees to stop making
drugs for the.US markel al wo plants until

* these are brought up to US standards

consultants to advise it on remedial work to
- e done at its manufacturing units In India

Api 2B Daiichi Sankyo files five caveats in
the Defhl High Cuurt seeking to prevent any
&x parte stay order against it.

pleads guilty of fraudulent activities in the
S and agreesto p3y $500 milkion as
penalty

Mg 32, 201: Doiichi says It believes certain
former shareholders of Ranbaxy concealed
and misrepresented critical information
concerning the US Department of iustice
and FOA investigations and it is pursuing i
avzliable legat remedies.

Jur ¥713: Accarding to sources, Daiichi drags
Malvinder Mohan Singh and Shivinder i
Molian Singh tv.a Singapore cwurt






