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MNCs move SC over drug price control

Rupali Mukher]eelTNN

Mumbai: Till now, phérma
companies, opposing - price
-contro], have been trying to
make their voices heard in the
corridors of power With the
courts recently stepping in to
bring essential medicines un-
der a price control regime,
multinationalled ihdustry
body OPPI (Organization of
Pharmaceutical Producers of
India) has moved the Supreme
Court seeking to be heard on
the drug pricingissue.

OPPI through an applica-
tion seeking “impleadment”
in the cngoing public interest
litigation on the drug pricing
issue 1. the Supxeme Court,
wants to'Ge a formal party in
the case. Sources said that the
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OPPI filed the application to
engage with the government
“more actively”, and wanted
toensure thatits case isheard.

The PIL was filed by health
groupsled by Al India Drug Ac-
tion Network, seeking essential
drugs to be regulated under a
price control regime in 2003,
The “impleadment” applica-
tion was filed on November 12,
and later admitted by the court.
“The OPPI moved the Supreme
Court to get impleaded as a par-
ty in the ongoing PIL because
the drug pricing issue affects
ourindustry’sability tosustain-

ably provide medicines—both.

innovative and generic-—to the
population in India, and, hence
will have an effect on public
health and access to medicines,
as wellas the economic develop-

SEEKING TO BE HEARD

ment of the pharma industry”
OPPI president Ranjit Shahani
told TOL

At present, 74 bulk drugs
and their formulations (around
1,500) are inciuded in the exist-
ing DPCO (Drug Prices Confrol
Order, 1995), which covers 20%
-of the market. Recently; the de-
partment of pharmaceuticals
formulated a draft policy on all

Do under Ry

348 .essential medicines (Na-
tional list of essential medi-
cines) whose prices would be
controlled through a market-
based pricing mechanism. The
draft policy covers 60% of the

over Rs 60,000 croremarket, and -

will be finalized after comments
from all the stakeholders have

‘beenreceived.

The Supreme Courthad ear-
lier expressed concern over the
dwindling list of medicines un-
der price conftrol, and sought
the government’s response in
bringing essential drugs under
aprice control regime.

Earlier this year, the minis-
try of health revised the NLEM
totalling 348 medicines which
cover 489 formulations, includ-
ing 16 fixed dose combinations.
These drugs are considered to

be adequate to meet the cor,
mon, contemporary healt
needs of the general populatic
of the country the health mini
fry has said. “It would t
the general obligation of th
healthadministratorstoensu
abundant availability of thes
drugs in the country;” it said i
the affidavit.

The ministry of healt
and family welfare had pron
ised in an affidavit, “It is th
considered view of the rt
spondents that to make affo
dable healthcare a reality, a.
themedicinesincluded in th
NLEM, 2011 need to b
brought withinthe ambit ¢
price control, considerin
that cost of medicines const:
tutes over 60% of the tota
cost of healthcare.”
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Pfizer F ights to

tain Lipitor

BATTLE FOR MARKET SHARE BEGINS

DIVYARAJ_AGOPAL

MUMBAI

Pfizer has offered to deliver
Lipitor at a cut-price of $4 di-
rectly topatients in.itsfight to

retain rharket share of .the
~‘'world’'s largest selling drug

just days before the US patent
for the medicine is due to ex-
pire.

The move is expected to hit
Ranbaxy Pharma, which has

~ the exclusive rights tosell the

generic version for three

- months beginning November
30. However, the Indian com-.
pany has remained silent on"

the/US FDA clearance for its

banned plants and -t is not’
clear if it wouldlaunchitsge: .

neric version as scheduled.

*Ranbaxy did not respond to

ET’s email queries.
Lipitoristhe brand name for

_ atorvastatin, - a- cholesterol

lowering drug with annual

. salesof over 310 bullion.

Pfizer said the patented ver-

sion would be sold through

Diplomat Pharmacy at $4 per
month, which will deliver itto
the patent’s home and the bill

“will be sent directly to the in- ‘,
. surance company. :
Pfizer hasbeen aggresswely'
pushing the patented version .
~of Lipitor at a much lower’

price through various chem-

- ists and benefit managers. I_t-

recenﬂy launched the‘Lipitor
for You’ programme where
the patients have been offered

a 30-day dose of Lipitor for a .

mere$4 per month.
“Pfizer won't give up Lipitor
easily”

have now- halved their esti-
mate of Ranbaxy s profit-af-

ter-tax accruing from the °

launch of the planned Lipitor
generic to $100 million. -
‘Ranbaxy’s stock slipped 8%
in the pastone week.. _
If Ranbaxy fails to launch
the drug on November 30,
Watson Pharma, which has
boughttherightstosell gener-

ic Llpltor will launch its ver-
sionin the market: C

“As Llpltor patent'exp]res

Watson would immediately-

Jaunchtheproductinthemar-

ket, Even if Ranbaxy.decides

tolaunch the productatalater
stage it will have to take a sig-
nificant hit on its revenues,”
Kapadia said.

-Since 1997, Lipitor has con-
_tributed close to $131 billion
dollar toPfizerrevenues. CEO .~
Ian Read had said in a recent -
interview that his company;
- willnot easily give up the pat- -
ent for Lipitor.Analysts say

even after it loses the patent,
Pfizer willhold on to 40% mar-
ket share, which could dent
Ranbaxy’smargins.- .

) said Ranjit Kapadia, .
" of Centrum Capital. ‘Analysts-

011-11-
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Pharma fir

PRESS TRUST OF INDIA
New Del/zz

[T is turning out to be a no-
win situation for pharma-
ceutical companies as the
rupee depreciates against
the dollar, despite a chunk
of their sales coming from
exports.

Industry body Indian
Drug Manufacturers' Asso-
ciation (IDMA) said that
while the dip will have ad--
verse lmpact on import
costs, the export benefits
are unlikely to acerue.

“The import bills will go
up. [For exports, as the dol-
lars are hedged in advance
most of the pharma firms
will 1ot get the bhenefit
[DMA secretary general
Dara Patel told PTL.

" Expressing similar views,
vaccine maker Serum Insti-
tute of India CMD Cyrus S
Poonawalla said interven-
tion hy the Reserve Bank of
India is required to lessen
the hurder. )
"We will also get hurt be-
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hard times ahead
as rupee goes on tumble vs dollar

LURRENL Y WOES: A deprecxatmv rupece is bad news for pharma
companies, which are dependent on imported ingredients

cause no oie couid have
imaghied the rupee at Rs 52
level (against the dollar).
RB1 must take measures to
bring back the rupee at Rs
48 level,” he said.

Lupin president finance
and planning S Ramesh
said the currency 'volatility
continues Lo be a major area
of concern” and pharma-
ceutical companies may

Have bec
T

n caught off

serivusly

able to take full
the benefits

‘ciation,
HDFC

in case
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-guard.

dOlel
whether most of them were
advantage of
the
abrupt nature of the depre-
"he said.
securities vice
president, institutional re-
search Ranjit Kapadia said
the revenues are
hedged the benefit would be

cl}

lower,

Taking a divergent line
Glenmark Pharmaceuticals
chairman and managing di-
rector Glenn Saldanha said:
"Being a company that has
substantial dollar denomi-
nated sales, the depreciat-
ing rupec can tend to posi-
tively impact & compasiv ke
Glenmark."

Agreeing  withh  him,
KPMG executive director
Hitesh Gajaria said: "For
pharmaceutical companies
which are focused on ex-
ports the deprecating
rupee is a good news."

He, however, said it is
pattially negated if mu are
dependent on i v
tive pharmaco
dients.

The Indian rupee has
been continuously losing
ground against the dollar
and touched an all-time low
of 52.73 on Tuesday, al-
thougly it gained 32 paise (o
Rs 51.92 per US dollar this
merning on the Interbank
Foreign Exchange.
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Combined GdlusTed profit of 10 drug mcqors s?ugnani‘ at 31,985 ¢cr

KuMaR SHANKAR RoY

1\(,’10 Df’Z/zz

[F profit is anv yardstick, top-
10 lsted companies in the
pharma sector did 1ot show
any growth in July-Septem-
ber quarterin 2011 over the
same period a year ago
though net sales rose 20 per
cent, an analysis by Finan-
cial Chronicle showed.

Even as slowdown i 'do-
mestic market sets in firmly,
the quarter presented early
signs of botwnung out. Rev-
enues from US grew 9 per
cent despite no significant
gains were made due to ex-
clusive opportunities. ;

With factors like foreign
exchange losses and rising
costs plaving truant, the

combined <adjusted:iprofits

(excluding certain one-off

_items) of ten most valuable

pharma companies stood at.

Rs 1,985 crore, almost un-

changed from Rs 1,990 crore
reported in same quarter last
year.

Profit growth has re-
mained  stagnant  even
though the net sales grew by
20.15 per cent to Rs 13,404
crore in July~Septembex
2011 as compared to Rs
11,156 crore in the second

)

Lcompanies did re-

_ stance, Sun Phar-
maceutical Indus-

On right track

July-September

quaiter scorecard profit

growth

-3. 95”

*Stondelong numbsts

Profit growth of top pharma companies remained stagnant
_ even though the net sales grew by 20.15 per cent

—— Year-on-year ~—
net sales
. growth

-39.90 0.

. immSourie: Capitaline dota

qualterlastyear e
© However; some

port healthy profits
growth. For in-

tries reported 18.7 per cent
profit growth while Cipla
(17.5 per cent) and Lupmn
(24.1 per cent) reported
good profit numbers. Con-

tract research firm Divi's Lab

47.4 pér. cent
while the best
. growth in profit
was seen in Glen-
mark (1 17.6 per
cent),
Companies that reported
lower profits in July:Septem-
ber 2011 compared to the

Ranbaxy, which ended with
185 per cent dropin adjusted

grew its profit-hy -

""[nmz nyEulg

same last year are lead by,

profits. It was followed by
Cadila Healthcare (40 per
cent drop in profits), Biocon
(4 per cent lower) and Glaxo-
SmithKline Pharmaceuti-
cals, which saw profits drop
by 7.8 per cent.

,“Largely, operating mar-
gins continued to wilt, led by
inflationary trends and a tise
in employee expenses. Sun
Pharma, Cipla, Glenmark
and Divi's are our preferred
plays. -Currency fluctuation
is the biggest risk along with
regulatory / price changes
both in India and in export
markets,” said Monica Joshi,

analyst, Avendus Securities.

Liven. though year-on-
vear sales growth shows 20
per cent rise for top 10 frms,

somé analysts. said that on a

quarter-on-quarter  basis
munbers had slowed down. .
Sanjeev Prasad of Kotak
Institutional Securities said
that sales growth decelerated
sharply for several pharma
companies. “We highlight
that the -anti-infective cate-
gories probably showed a
sharp deceleration in sales,
also, consumers may have
deferred- purchases barring
the acute categories,” said
Prasad. _
kumarsroy@mydigitalfc.com
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The managing director of Pizer India,
Kewal Handa shareshisreservationson
the rountry's emerging pharma policy
landscape in an interview with FE's
Soma Das. Excerpts:

What are your apprehensions on the
+ newpharmapricingpolicy?
i A goed part of the new pharma prie-
ing policy is progressive. For instance,
the entire shift of the policy to baing
more market driven, inclusion of clini-
caltrialsunder weighteddeductionten-
efit and the move to regulate prices of
formulations rather than bulk drugs is
commendable. However, preserving the
scope of the national List of essential
medicine (NLEM)isthemostcriticalas-
pect here. The NLEM, prepared by ex-
pert committees with due care, clearly
defines what should or shouldn't come
under the purview of essential medi
cine. [tisimportant to preserve thesanc-
tity of thatlist by restricting the cover-
L

age to drugs included in it. However, if
one superimposes the older policy on
this lst, it goes on to cover all strengths,
all combination drugs, the coverage,
which the government itself clalms
would goupto60%, wouldactually esca-
lateloover?s®t from thecurrent 20%, ac.
cordlng to our esthunate. This is totally
unealled for, when there 1s no inmiinent
necessity prompting such radical mea-
sure, Thaevidence shows that the prices
haven't gone up, moreso for thedrugsin
the NLEM. If the objective is to reduce
prices, this policy wouldn't work, if the
goal ts to ensure avallability, it would
work best if the drug coverage is re.
strictedtoNLEM,

What about treating imported
drugs at par with generic drogs in
the new policy?

The idea of equating tmported
drugs with.generic versions isnot faix.
Every country has ifs own cost struc-

INTERVIEW: HEWAL HANDA

MANAGING DIRECTOR,

PFIZER INDIJA

IFTHE OBJECTIVEISTO
REDUCE PRICES, THIS
POLICY WOULDN'T WORK,
IF THE GOAL IS TO ENSURE
AVAILABILITY, ITWQULD
WORK BEST IF THE DRUG
COVERAGE IS RESTRICTED
TOLIST OF ESSENTIAL
MEDICINE. ALSQ, TRYING
TO CONVERGE EVERYTHING
INTQ ASINGLE PRICE
UNDERMINES COMPETITION

ture, with the aspect of quality, R&D,
delivery systemsbuiltintoit. Also, fry-
ing to converge everything into a sin-
gle price undermines competition,
v/hen the policy actually strives to en-
courage competition. If the imported
drugsareoverpriced, they willnotsur-

vive. With this policy, we would be
hanading over the business to traders
and there a lot of margin play wowld
come in. Thatmay see nanymorelocal
small players entering the pharma
fray which may finally lead to quality
getting compromised.

Onee the government has categori-
cally stated that the FIPB route is &
temporary fcatux‘c,. what are your
objections to the new pharma FDI
landscape?

hiy problem is the distinction being
made kbetwzen brownfield and green-
Deld ventweanderecting barrierstoin-
vest in brownfield ventures only You
need that investment to be made in
brownfield venture to service the green.
field. You cannot only invest in green-
fleld projects without making any mon-
ey It {s like asking me to invest only in
biopharma where the returns, if any
would corne aftera 10year Jag.

Whatis your biggest challenge in the
pharma policy environment?
Isthere any owner {or pharmasector
today? Every departrnent is doing their
ownthingandkillingtheattractiveness
of the sector, The commerce ministry
tatks about compulsory licensing, FDI,

If Chinagets 7/10 in pharma policy, India scores a 2

healthministry saysnodataexclusivity,
pharma departwient says everyoody
shouldsell atsimilar prices. Is there one
agencylookingatthe holisticpicturo?In
vharma, there is a $10-billion domestic
piece,aR&D piece, a CRAMS piece, adi-
ta processing piece, on a cumulative ha-
sis allof which would add up to $45 bit-
Hon. ¥ you are making the domestic
plecesounattractive, why would [invest
inclinical research if Thavenoincuntive
to Jaunch my patented product here?
Why should Inot invest in better, Iriend-
liermarkets, China, Singapare or South
Kouvea. Losing out on investrnents in the
rest of the pharma pie, which is five
times bigger than the domestic piece
would be the biggest loss to the country

How do you rate the policy environ-
mentinChinavis-a-visIndiaZ |

If Chinascores7ordonascaletf 10in
pharma policy environent,” Indfa
wonldfetcha2or3. ’
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Pharma FDI: Panel for urgem review

JOE C MATHEW
New Delhi, 22 November

AN expert group, set up by the
Planning Commission, has
called for an “urgent” reversal
of the current position on for-
eign direct investment in the
pharma sector. The panel
wants foreign.drug multina-
tionals to bring down their
stake in the Indian subsidiaries
t0 49 per cent, even as another

committee — headed by Plan-

ning Commission member
Arun Maira — had recently
sought the continuance of 100
per cent FDlin the pharma-
ceutical sector.

The Commission’s high-lev-
el expert group, or Help, is
headed by Srinath Reddy,
president, Public Health Foun-
dationof India, Amongits 17
members figure a Planning
Cormumission representative: N
K Sethi, whois former senior
advisor of the Commission,
The other Help members in-
clude representatives fromthe
health ministry besides public
health organisations and civil
society groups.

The report, tobe subrmtted
to Deputy Chairmanof Plan-

AN EXPEHT group or Help, set up by the Planning
Commission, wants forgign drug muitinationals to
bring down their stake in the Indian subsidiaries to

43 per cent

“HAT of this group, hieaded by Pubhc
Health*Foundation of:ndia Presideiit
Reddy, talks about fetaining predom

~Indian‘pharma’firms and preserving se

sufficiency in drug production

{7 15 against 100 per cent FOU in pharmaceuticals
and been working to prepare a universal
healthcare modefl that is accessible to all citizens

ning Commission Montek
Singh Ahluwalia on November
28, talks about an urgent need
to “revisit India’s FDI regula-
tions to amend the present
rules of an automatic route of
100 per cent share of foreign
players in the Indian industry
toless than 49 per cent, so as to
retain predominance of Indi-
an pharmaceutical companies
and preserve self-sufficiency
in drug production”.

‘The Maira Committee —
formed in June this year— had

ANOTHER CONMITTEE headed by
Planning Commission member Arun Maira
had recently sought the continuance of 100

per cent FDI in the pharmaceutical sector

¥ PAKEL had the mandate to see the

in’pharmaceutjeals in the
ncréasing mergers and ™ .

~dcquisitions i the:domestic drug mdustr\/ 2z

FORMED IR June this year, the committee

the mandate to see the impact
of FDIin pharmaceuticals in
the context of increasing merg-
ers and acquisitions in the do-
mestic drug industry and the
need to turn India into a glob-
al pharma manufacturing and
research hub. On the other
hand, the Help, which is
against 100 per cent FDI in
pharmaceuticals, has been
working for more than a year
toprepare a universal health-
care model that is accessible
to all citizens of the country.

also had the mandate to turn India into
a global pharmaceuticals manuracturmg
~ and research hub

The Reddy panel also wants
to strengthen the capacity of
the public sector for the man-
ufacture of domestic drugs and
vaccines. The “central and
state governments should as-
sistand revive public sector
units that manufacture gener-
ic drugs and vaccines, limit the
voting rights of foreign in-
vestors in Indian companies,
and take other measures to re-
tain and ensure self-sufficien-
¢y in drug production”, it has
recommended.
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Merck toPay
$950 Min
Vioxx Case

DUFF WILSON ’
Merck has agreed to pay $950 mil-
lion and has pleaded guilty to a
criminal charge over the market-
ing and sales of the painkiller
Vioxx, the company and the Jus-
tice Departmentsaid Tuesday.

The negotiated settlement,
which includes resolution of civ- -
il cases, was the latest of a series
of fraud cases brought by federal
and state prosecutorsagainst ma-
jor pharmaceutical companies.

By the time Vioxx, which was
approved by the Food and Drug
Administration in 1999, was .
pulled off the market in 2004 be- -
cause evidence showed that it
posed a substdntial heart risk,
about 25 million Americans had

" takenthe drug.

In a statement on ’I‘uesday,
Merck said that it had previously
disclosed the seven-year investi-.
gation by the US attorney in Mas- .
sachusetts and had charged $950
million against its earnings in
October 2010. Merck agreed to .
pay a $321 million criminal fine
and plead guilty to one misde-
meanor count of illegally intro- .
ducing a drug into interstate
commerce, the Justice Depart-—
‘ment said in a news release: The
charge arose from Merck’s pro-
motion of Vioxx to treat rheuma-
toid arthritis before the FDA -ap-
proved it for that purpose in 2002,

Merck also is paying $426 mil-

© lion to the federal government
and $202 million to state Medi--
caid agencies. Those payments
will settle civil claims that its ille-
gal marketing caused doctors to
prescribe and bill the govern-
ment for Vioxx they otherwise
would hot have. prescribed. ’

‘Physicianis are free to prescribe
drugsforany purpose theyseefit,
but pharmaceutical companies
are prohibited from marketing -
them for-any uses except those,
that the FDA has determined are
safe and beneficial.

© 2011 New York Times News Service ]
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A pharmacist, playing doc-
tor, administered some
medication to a child suf-
fering from diarrhoea. The
child, the daughter of a
JNTU watchman, died but
no case was registered
against the pharmacist
because he bought the
watchman with ¥20,000.

Several such incidents,
most of which go unre-
ported, occur in the city.
Unqualified pharmacists
continue to play doctor
and prescribe drugs to
illiterate individuals and

do ore damage than
54
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406 pharmacies raided,
281 found to be illegal

tip of the iceberg
1 No visit of officials in
districts for years

® 70% of 52,600 medical
stores violate DCA Ac

B Licenses renewed to
holders of expiry docs

However, the Drugs
Control Administration
(DCA) rdided 406 medical
retail shops on Monday in
an attempt to curb this
malpractice. They found
that 281 medical stores
that raided were illegal.
They were not only unreg-

ST

./0\\

\.

%

istered but did not have

-any expertise in trade and

were not providing bills
for the medication they
were selling.

This seems to be just the
tip of the iceberg, since
there are 52,600 medical
stores in the state and
about 70 per cent of these
are sure to be violating the
DCA Act. In some districts
the DCA expects that all
drug stores are unregis-
tered.

The AP  Pharmacy
Council (APPC) alleged
that the DCA was issuing
licenses to holders of
expired pharmacy certifi-
cates and were even
renewing licenses to hold-

ers of certificates that had
expired years ago without
any verification of docu-
ments, thus violating the
DCA Act. A petition to this
effect was filed with the
SHRC by one P
Varaprasad Rao this year.

Vijay R. Annapareddy,
president of the APPC
said, “Drug inspectors
should visit the premises
of the establishments once
a year, even though renew-
al of licenses has to be
done every 5 years. But in
many -districts, no visits
have Been made by offi-
clals for decades yet their
licenses have been
renewed with purportedly
after verification.”

/
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4 Biocon Sees Oral insulin
Pariner by March

BANGALORE Biocon Ltd, India's

- largestlisted biotechnology com-
pany, expectstofindadeep-
pocketed global partner forits ex-
perimentaloral insulin pili by end-March, its
top executive said onWednesday . "Wearein
advanced discussions with potentiat partners,”
Biocon's Managing Director Kiran Mazumdar
Shaw told the Reuters Indialnvestment Sum-
mitinBangalore. inJanuary, Biocon had said it
waslooking for a partner after itsoral insulin,
IN-105, failed to meet the main goal of an Indi-
an late-stage trial in patients with type-2 dia-
betes, Mazumdar-Shaw, however, declined to
name any potential partners.Shealsosaid the
planned IPO.of its contract research orga-
nisation, Syngene, was on track.
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"Transgene Bioﬁek S@EE;%
tedmeiegy to German firm

Ouir Bureatr
Hyderabad, Nov. 23

Transgene Biotek Ltd has
sold its recombinant human
erythropoietin technology to
TSS Export of Germany for
$5 million.

The technology transfer
and sale formalities are ex-
pected to be completed in
five-six months.

TSS Export, part of the
TSS Group of Germany, will
have exclusive rights to mar-
ket the product in Europe,
! South America, West Asia
and Africa, acc01dmg to Dr
K. Koteswara Rao, Managing
Director of Transgene Bio-
tek.

This is the third deal that
the Hyderabad-based Trans-
gene Biotek has struck. Barli-
er, it had out-licensed its
recombinant Hepatitis B
vaccine to the Serum Insti-
tute and Orlistat, a drug to

fight obesity, to a big Indian’

pharma company.
Erythropoietin is a hor-
mone produced by the kid-

> “Transgene will
have rights to sell
the technology to
tap the Indian,

North American

and Asia-Pacific
markets.”
ney. It helps increase

haemoglobin in patients with
anaemia and in injection

* form can help victims of kid-

ney failure,

With competition hotting
up, several players making
the product are bringing
down costs.

Therefore, Transgene has
aecmpd to sell the technol-
ogy, he told Business Line.

Transgene will have rights
to sell the technology to tap
the Indian, North American
and Asia-Pacific markets, he
added.

Dr Rao said the transac-
tion is part of the company’s

Cermigp™y

strategy to sell under-utilised

- bio-generic drug assets and

generate revenues for future
growth.
The

company recently

commenced the commercial

manufacture of DHA, an
Omega-3 fatty acid, which in
recent years has witnessed
explosive growth in the nu-
traceuticals and health sup-
plements market.

“We are in talks with Eu-
ropean and Canadian compa-
nies for a possible joint
venture for the manufacture
and distribution of Omega-3
as well as Tacrolimus, an
API, in the non-regulated
markets,” Dr Rao said.

Transgene has a strong
pipeline of 9-10 potential
drugs which would begin hu-
man trials in the next one
year. i

In the last six months it has
also filed for 30 patents in the
Indian, the US and PCT (Pa-
ris  Convention  Treaty)
countries.

soma@thehindu.co.in
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PHABMACEUTICALS

By Alan Rappeport and
Helen Thomas in New York
and Andrew Jack inLondon

Gilead, the US pharmnaceutical compa-
ny, has agreed to buy Pharmasset inan
$1lon cash deal designed to diversify
the group away from HIV drugs and
giveitaleadinthefast-growing markets
for hepatitis C med&c' es.

ashare, an 89 per cent premmm to its
closing share price on Friday and
a 59 per cent premium to its all-time
high closing price. It far exceeds
Gilead's previous acquisitions, in-
cluding Myogen, bought for $2.5bn in
2006, and CV Therapeutics, purchased
for$1.4bnin 2009,

Gilead shares fell almost 12 per cent
t0 $35.24 in early US trading on con-
.cerns the price was too high for a com-
pany not expected to generate profits
for three years. Pharmasset shares
surged more than 80 per cent to $124.48,

“While we understand the strategic
rationale, theprice tagislofiy for apre-
commercial assetand not aligned with
what wewouldliketoseefrom Gilead in
terms of capital -allocation,” said
Joshua Schimmer, an analyst at
Leerink Swann,

Pharmasse!lsdevelonmgoraldrugs
for hepatitis C, which Gilead expectsto
become important as patients switch
from existing therapies that must be
takenmoreregularly require injection
and have significant sideeffects.

Thepurchase -oneof the largestin |

thedrugs sector inrecent months-will

Financial Express, Delhi
Wednesday, 23rd November 2011, Page: 7
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strengthen Gilead'sposition in thefleld
and reflects astrategy it has used tobe-
come one of the leading producers of
HIV treatinents, including tenofovix.
John Martin, Gilead’s chief execu-
tive, said: “The acquisition of Phar-
masset represents an fmportant and
exciting opportunity to accelerate
Gilead's effort to change the treatment
paradigm for [hepatitis C virus]-infect-

ed patients by developing all-oral regi.’

mens for-the treatment of the disease,
regardless of viralgenotype.” .

A, Sk i Sk
Gllead Sclences offices in Foster Clty, Callfornia

A number of leading drug-groups .

are investing heavily in hepatitis C
treatment asthemarkctmoves towards
aonce-a-day oral cure rather than the

Corirmy

cocktail of medicines now used to con-
trol thedisease. Merck,Roche, Johnson
&Johnsonand Vertexare amongthose
targeting the market,

Hepatitis C is a viral disease that

‘causes the liver toswell, Gilead said es-

nmated global prevalence was 160m
people, including 12m infected in big
markets, while only 200,000 patients
werebemgtreated AccordingtotheUS
National Institute of Health, the dis-
easé affectsabout 1.5 per cent of the US
populahon

* The deal consolidates Gilead’s own
hepamls treatments with two ap
proved medicines and a further half a
doze mdewelopment Pharmassethas

ELOOMBERG

11bn Pharmasset deal

The deal far exceeds
Gilead’s previous
acquisitions, including
Myogen, bought

for $2.5bn in 2006,
and CV Therapeutics,
purchased for $1.4bn
in 2009

three hepatitis C drugs undergoing
clinical trials, including one in a part-
nershipwith Roche. Schaefer Price, the
company's chief executive, said
Gilead's marketing and antiviral drug
developmentexpertisewould makethe
acquisitionagoodfit.

The company said the deal would be
dilutive to earnings until 2014 and ac-
cretive from the following year: It wilt
temporarily suspend its share repur.
chases and fund the transaction with
cash and additional borrowings.

Les Funtleyder, an analyst at Miller
Tabak, said sorae {nvestors found the
deal risky because it was dependenton
the success of clinical trials, “Many
peoplearereading thisas anactof des-
peration for Gilead, meaning that
maybe their pipeline wasn't really so
great,” Mr Funtleyder said,

Barclays Capital and Bank of Amer-
icaMerrillLynchadvised Gileadon the
dealand provided $6.2bn innew debt fi-
nancing. Morgan Stanley advised
Pharmasset,

©The Flnancial Times Limited 2011
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When Pfizer cut its research
budget this year and laid off

1,100 emnployees, it was notbe- -

‘canse the company needed to
savemoney.
Infact, the drug makerhad

_ . somuchcashleftover;itde¢id:

- edtobuybackan addmonal $5

billion worth of stockon top of..
. the $4 billion already . ear.'
. marked for repurchases 1n‘
.o Harvard Busi
The moves; announced on_' '

2011 and beyond

the same day might seem at
odds with each other, but they.
increasingly
., ‘common . pattern :
“7 American -
_-which' are: s1tt1ng on recor

S hard tofind..

y The result isthat ata tlme} :
.. when thehation islooking for: - i
“ waystobattleunemployment;:.

. _experts say “It’'sa sympto

-we're not 1nvest1ng
arhong. -
corporatlons'_._v
5 - @ slow- growth country ft
. amounts of cash but insist
.. that growth opportunities are: o

fewerjobs, and critics say theif
are neglecting to lay the foun:

dationforfuture growth by ex-
panding into new businessés
orbuilding new plants. .

What is more,.share buy-
backs have not fulfilléd their
stated purpose of rewardiiig
investors over the last decade,

a deeper problem, which'is

‘Jack of investment i the; long'
e,

term ”saldWﬂhamWGe

professor. andformeér ch
ecutive of Medtromc a m
ical technology comp"'ny

search, inriovation and (5
preneurshlp, we're gomgt

big companies-are creating . their gmple

Cormpony -
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Abbott,
GSK eye Jagdale’s
energy drinks biz

Boby Kurian &
Reeba Zachariah | Tnn

Mumbai: A Lineup of MNC
and Indian bidders are in the
fray toacquirehomegrownelec-
trolyte energy drinks business
of Jagdale Healthcare, which is
on the block. GlaxoSmithKline
Plc, AbbottT;aboratories, Zydus
Cadila, Wipro and Dabur are
among the potential suitors for
Jagdale's OTC business for an
estimated valuation of Rs 500
crore, said sources directly
briefed on the matter. )
Bangalore-based Jagdale
hasappointed boufique invest-
ment bank -Mape Advisory
Group to find suitors for the
business wunder the brand
ORS-L. The brand, a patenfed
{ruit-based electrolyte drink,
competes in the broader ener-
‘ydrinkssegment thatinclude
players like Gatorade from
PepsiCo. The brand ORS-L is
expected to end the fiscal with

revenue nearing Rs 100 crore,
andhassought almost five-fold

valuation foralikely sale, said

asource whodid not wish tobe

Dabur,

quoted as talks were prelimi-
nary and private. Jagdale
Healthcare MD Rajesh Jagdale
declined to comment.

Qne source said Jagdale has
sought a hefty premiwm citing
process and product patent for
its tetrapak offering until 2025,
ORS-L, which started off as pre-
scription based product, has
now moved into the OTC seg-
ment with nutritional position-
ing. Indian pharma firms like

WMankind, Ipcaand giohal heavy-
weights such as Abbott have en-
tered this space more recently,
with some of them having con-
tract manufacturing agree-
ments with Jagdale.

Global pharina and FMCG
giants have shown a huge appe-

‘tite for OTC healthcare brands
as reflected in Reckitt Benckis-
er’s acquisition of Paras Phar-
ma for $724 million in 2010. GSK
andAbbottdeclined tocomment
on speculation, while Dabur, Wi- -
proand Zydus Cadilla coutd not
bereached immediately.

Cormpo™d
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Shasun to raise 3150 crore PE

SANGEETHA G
Chennai

CITY-BASED Shasun Phar-
ma is in the process of rais-
ing Rs 100 to Rs 150 crore
from private equity firms for
its operational expenses,
The company is in talks
with a few private. equity
firms and hds net given an
exclusive mandate to an in-
vestment bank, a person
privy to the development

‘said. The equity dilution will

depend upon the valuation,
but the company is willing (o

“liquidate up to 10 per cent,

which will include the pro-
moters' stake. The promoter
group held 22.72 per cent
stake in the company as per
shareholding pattern at the
end of September-end.

3 The compahy plans to
close the dé?ql béfore Janu-
ary-end. The'funds would be
utilised mainly for the opera-

Corr™ ¥

tions of the new API (active
pharmaceutical ingredients)
manufacturing unit at
Vishakahapatnam, which
will go onrstream in July. Fur-
ther, the company is also
augmenting its manufactur-
ing operations with 60 per
cent of the orders for 2012-
13 already in hand.

Talking to Financial
Chronicle at an earlier occa-
sion, Shasun officials had
said that the company would

be investing Rs 100 crore in
the Vishakhapatnam plant
in two years.

Earlier, the compaily had
raised $6 million as external
commercial borrowing
(ECB) and had invested it in
the operations of its UK sub-
sidiary, Shasun Pharma So-

lutions (SPSL).
SHASUN PHARIA/BSE Rs 53.25 ¥
NSERs 53.6 A
sangeethag

@mydigitalfc.com
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