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INDIAN PHARMACEUTICAL INDUSTRY: supported by

strong medium term visibility in regulated market generics and
domestic growth
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e Patent expiries and increasing focus by Governments to reduce healthcare costs continue to put
pressure on big pharmaceutical companies to pursue cost reduction including through outsourcing of
non-core activities - supporting long-term prospects for CRAMS business. Upfront investments on
infrastructure and establishing a diversified clientele, however, remain as challenges facing this
segment.

e On the export front, companies are facing increasing working capital engagement in certain semi-
regulated markets.

e Exports to the regulated markets would remain a strong growth driver for Indian companies.
However, in spite of the sheer size of the opportunities, there are significant challenges in this
business such as margin pressure; legal issues; parallel launch of authorised generics; access to
distribution channels, increasing compliance costs and Government mandated changes in business
environment in several countries.

e R&D investments in product development (for generic fillings) and Novel Drug Delivery System
(NDDS) research continue to increase. However, investments in New Chemical Entities (NCEs) have
generally been curtailed by several players on the back of lacklustre response in the initial phase and
funding challenges.

e Overall, investments in capital expenditure and acquisitions are likely to remain buoyant in the
medium term. Balance sheets of major pharmaceutical companies remain strong providing some
room for debt raising.

Growth prospects for domestic branded formulations remain favourable

The Indian pharmaceutical industry continues to witness 12-14% growth year-on-year driven by increasing
expenditure of healthcare; changing disease profile; rising disposable income levels and growing penetration
of health insurance besides regulatory reforms. New product introductions contribute to around 6-8% of the
total growth, with the rest being contributed by a combination of volume and price increase. Amongst
therapeutic areas, chronic segments such as anti-diabetics, CVS, CNS and oncology have been growing at
fairly strong rates owing to changing lifestyle patterns and have been the key drivers of growth. The key
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The industry structure remains highly fragmented, with top ten pharmaceutical companies accounting for
only ~35% of total pharmaceutical sales. However, the leading players continue to retain their market share
owing to their strong distribution reach, strong field force and new product launches. While the domestic
branded formulations business continues to offer high gross margin, many of the innovator companies are
now aggressively targeting this segment, which is likely to increase the competitive pressures. Also, potential
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changes in price control mechanism remain an area of uncertainty for the industry. If the scope of price
control is expanded, there could be significant adverse impact on the profitability of domestic branded
business.

Profitability indicators remain stable for formulation entities

The profitability indicators of leading formulations companies have remained fairly stable over the past six
quarters except for marginal fluctuation during October-March 2009. As evidenced below, slight contraction
in margins during the aforementioned period was largely on account of spike in input material prices and
foreign currency fluctuations during the same period. In spite competition, profitability in the domestic
branded business remains healthy supported by new product launches; investments on branding; increasing
presence in chronic segments and above all an efficient operating cost structure.

Chart 2a and 2b: Trend in operating and net margins for formulation companies
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Bulk Drug players faced margin contraction during the last fiscal

The sample of Active Pharmaceutical Ingredients (APIs)/Bulk Drugs companies also reported a similar trend
with fluctuation in OPBDIT margins during H2 FY09. In terms of return indicators, bulk drug manufacturers
typically generate lower return on capital employed as compared to formulation companies owing to higher
capital investments. With bulk drug business being completely driven by scale of operations, most Indian
companies barring a few large ones are relatively small companies, which results in high product
concentration and pricing related vulnerabilities.

Chart 3a and 3b: Trend in operating and net margins for APl companies
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Many small companies in the APl segment have been struggling for survival and offer room for consolidation
within the industry. The bulk drug companies also remain dependent on Chinese companies for certain key
intermediates and there have been instances of disruption in supplies leading to significant adverse impact
on their profitability. The Indian generic companies, traditionally a key client segment for APl manufacturers,
have also backward integrated into bulk drugs (especially for critical APIs for products targeting the
developed markets) to have better control on cost and quality, thereby limiting business for pure API players.
Amongst Indian companies, entities like Lupin, Aurobindo Pharma, and Matrix Laboratories (acquired by
Mylan) have created a meaningful presence in APl segment worldwide. Lupin for instance commands a
leadership position in the Anti-TB space and a strong position in cephalosporin API/ intermediates and
cardiovascular API.

Global trends in generics ¢ moving away towards unbranded generics and tender business
The prospects of the generic business worldwide is supported by large expected patent expiries in developed
markets (estimated at ~$235 billion in the period from 2010 to 2015) and growing generic penetration
supported by initiatives from Governments and Insurance Companies to control healthcare costs. While the
United States remains the largest generic market in the world with a fairly high (~65-70%) generic
penetration, the growth potential in some of the smaller developed markets remains higher due to rapid
growth in penetration expected over the medium term.

Table 1: Some developed markets, their current generic penetration and growth potential

Country Estimated generic penetration = Comments on penetration
Japan 19% Growing, large market
France 20% Growing, large market
Spain 18% Growing

Italy 10% Growing

USA ~ 65-70% Mature, large market
Germany 70% Mature, large market
U.K. 60-65% Mature, large market
Netherlands 50% Mature

Poland 70% Mature

Czech Republic 55% Mature

Source: Industry, company presentation
Note: even mature markets remain lucrative due to potentially large patent expiries and the large size of some of
the markets

A key concern in the developed markets is the rapid increase in healthcare costs, which is aggravated by an
ageing population. Some of these markets are shifting away from branded generics to unbranded generics or
tender market; in the process, the pricing power of generics companies is getting rapidly eroded.
Government legislation and insurance companies are increasingly incentivizing pharmacists/ medical
practitioners and patients with lower copayments to prescribe/ substitute branded medicine with cheaper
generic alternatives. In addition, the rising bargaining power of large distributors, retailers and insurance
companies are potential dampener to pricing power of generic companies. The generic companies also face
challenges from adoption of aggressive product life cycle management strategies such as patent extensions,
switching to OTC category, product substitution and launch of authorized generics, which can significantly
erode attractiveness of the Para IV' exclusivities. All these have significantly increased the costs and capped
potential upsides from patent challenges for generic companies. In the last two years, there has been greater

! The US market offers 180-day exclusivity to successful patent challenges through Para IV fillings, which can
potentially offer a large profitable entry in this market
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emphasis on patent settlements by Indian generics, which significantly reduces launch uncertainties and
litigation costs and hence is a positive. These however are likely to come under greater regulatory scrutiny in
the future.

Cost-effectiveness and superior quality remains the key drivers for success in the generics business. However
first to file (FTF) opportunities and Para IV related exclusivities continue to provide significant profit upsides
in developed markets because of limited competition during these periods. In the absence of a healthy
pipeline of FTF/ exclusive products, these one-off upsides could lead to significant volatilities in
performances. Most of the large Indian companies in the past have displayed large swings in their
performance in developed markets depending on the availability of such one-off upsides in a particular year.
This volatility could be corrected only through a strong pipeline of products to ensure steady flows of one-
offs over the years. Also, patent settlements help reduce uncertainties in costs and timing of inflows from
product launches.

Service levels and product pipelines remain extremely critical in developed markets, especially as these
markets are dominated by large distributors/ retailers that enjoy tremendous bargaining power. Clearly while
low cost is a necessary condition, it does not provide sufficient enough differentiation in the business. Strong
management focus on legal and R&D skills is necessary to ensure emphasis on product development of FTF/
exclusive products, which remains a key success factor. A portfolio that includes products beyond commodity
generics is necessary to maintain healthy profitability, as competitive pressures drive down prices by up to
99%+ post patent expiry in many products. A strong product pipeline can go a long way in sustaining interest
of large distributors/ retailers and capturing of market share. A fewer products with reasonable market share
is @ more profitable strategy than having large number of products with insignificant market share. Further,
generic companies need to develop strong relationships with the channels to ensure an adequate market
share. Also in recent periods regulatory compliance for developed markets has been a cause of concern for a
number of companies. While most Indian manufacturers have been able to resolve 483s/ regulatory concerns
flagged by international regulatory agencies, our discussion with industry indicates that there is likely to be
some increase in compliance cost over the near term to meet the quality norms in these markets.

The global generics companies like Teva, Mylan etc, are scaling up rapidly, while Indian companies continue
to be relatively small in comparison. The global generics business has been undergoing steady consolidation.
In the US generic market, the top four players now account for ~61% market share as compared to around
~35% share 10 years back. Large generic companies like Teva, Sandoz, and Mylan have widely diversified
products and a much bigger pipeline as compared to Indian companies. The largest Indian generic players are
currently around $1.5 billion in revenues — this is against $5-11 billion range for the three largest players
globally. The sheer scale of these entities and the resultant advantages may necessitate some consolidation
in the Indian generics business over the longer term.

Japanese market offers new growth avenue for Indian generic players

Amongst the key markets outside the United States and Europe, the Japanese market offers potential to
drive significant growth in the medium term. With healthcare reforms aimed to reduce healthcare budgets
and generic friendly policies being adopted by the Japanese Government, the pharmaceutical market is
gradually opening up to generics. The current generic penetration in Japan, estimated at 6-7%, is amongst the
lowest in the world. As a result, despite being the second largest pharmaceutical market in the world, the
Japanese marketranks only as the sixth largest generic market. The Japanese Government has set a target of
reaching a generic penetration of 30% by 2012, implying strong growth potential in the market.

The Japanese pharmaceutical market is characterised by a complex regulatory framework, thereby creating a
high entry barrier. Thus, partnerships with local generic companies and/or acquisitions of local companies are
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emerging as the likely route to gain presence. Indian generic players have also made inroads in the Japanese
market. The generic pricing in the market however remains favourable as compared to markets in Europe
and the United States. Lupin, Ranbaxy and Cadila Healthcare are amongst the front runners. While Lupin
gained access in the Japanese market through the acquisition of Kyowa Pharmaceuticals in 2007. Ranbaxy is
exploring opportunities of marketing its generic products through Daiichi’s distribution network post its
acquisition by the latter.

Table 2: Indian generic companies in the Japanese pharmaceutical market

Companies Action

Lupin Acquired Kyowa Pharmaceutical (generic company) in Japan in FY 08;
actively pursuing integration with Indian operations in terms of
product launches and material sourcing

Ranbaxy Aims to leverage its wide-product basket with Daiichi Sankyo
distribution network

Cadila Healthcare Acquired Nippon Universal in 2007. Plans to increase presence
through generic launches

Dr. Reddy’s Lab. Plans to establish presence in the Japanese market; Inorganic
investment could be a possible route

Torrent Pharmaceutical Established subsidiary

Source: Company Releases, ICRA Research

Aggressive brand defense by innovators remains a challenge

Generic business by its nature grows at the expense of branded products on patent expiry, bringing in
potential conflict of interest between the two. While generic companies continue to seek ways to accelerate
entry into the market through development of non-infringing processes/ patent challenges, innovator
companies seek to extend their product life through effective patent defense. In recent times, the pressure
on innovator companies has increased due to large impending patent expiries and shrinking new product
pipelines. Aggressive product lifecycle management by innovators includes filing new patents; changing
product benefit claims and labelling; switching to OTC products and launching of authorized generics. All
these have effectively either delayed the entry of generics in the market or reduced benefits from patent
challenges, thus restricting potential upsides for generic companies. With rising complexity of brand defense,
evaluating likely response by innovator companies to patent challenges remains a critical input in pipeline
planning for generic companies.

Strategic alliances by innovator companies

As mentioned earlier, potentially large patent expiries over the next five years and weak pipeline quality have
increased the pressure on innovator companies to explore other avenues including generic business. While
the global pharmaceutical business is expected to register moderate single digit growths, the growth in
generic business is likely to be in double digits, reflecting the attractive potential of the business. Some of the
global innovator companies already have their generic arms which are aggressively pursuing the business in
all markets. In recent periods, a number of innovator companies have explored alliances and M&A in the
generic space. Some examples include the acquisition of Ranbaxy by Daiichi; Zentiva by Sanofi; Glaxo’s tie-up
with Aspen. In recent periods some of the innovator companies have entered into alliances with Indian
generic companies. These alliances are designed to exploit the low-cost manufacturing skills of Indian players
with the reach of innovator companies in the branded generic space across world markets.
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Table 3: Collaborations by Indian Companies

Companies Partner Comments

Aurobindo Pharma Pfizer 100 plus oral dosages across NA, Europe, LA and
Asia across CVS, CNS and anti-infective space

Dr. Reddy’s Limited GlaxoSmithKline Plc To market its portfolio of products across emerging
markets outside India, including co-marketing
arrangements

Strides Arcolab Pfizer Generic oncology products, primarily injectibles for
the US market

Claris Life sciences Pfizer Sterile injectibles covering anti-infective, antibiotics

and other critical care products

Source: ICRA Research

M&A activities by Indian companies

Acquisitions have played a vital role for Indian companies in establishing their presence in international
markets. Most acquisitions have either been in the generic or CRAMS space. Only a handful of acquisitions
have been in the $200 million plus range, with a majority being small-sized acquisitions in value terms.
Investments in generic space have been aimed at gaining presence in newer markets and acquiring marketing
and distribution front-end. In the CRAMS space, access to new clients and technologies has been key
rationale for acquisitions. The initial phase of investments has been in regulated markets (European Union
and North America). However, the focus is now shifting to semi-regulated markets in Africa, Latin America,
and South-East Asia. These markets offer potential for profitable growth with relatively easier regulatory
pathways. Except for certain transactions, most acquisitions have in relatively small sized.

The performance of the investments by Indian companies overseas has so far been a mixed bag.
Unanticipated change in market dynamics, inability to move sourcing to low-cost locations and contract
cancellation have been some of the factors affecting performance. Certain companies have also faced
challenges in securing new contracts, particularly in the CRAMS space. Unanticipated changes in market
dynamics like those in Germany (market moved rapidly from branded generics to tender market) have also
eroded value for some acquisitions. Indian companies are also looking at in-licensing opportunities to enter
into the branded segment in regulated markets through patent acquisitions.

Biogenerics space offers strong long-term potential; Indian companies stepping up
investments

In addition to strong potential offered by patent expiries, generic companies are also eyeing the biosimilars
space as a key long-term growth potential avenue. As per industry estimates, nearly 41 molecules worth USS
57 billion in sales in the biopharmaceutical space are expected to go off patent over the next six years.
Generic majors as well Indian generic companies have stepped up investments in this space and expect to tap
the emerging opportunity. While the segment does offer strong potential, uncertainties related to clear
regulatory pathway for bioequivalence studies act as a restraint. Moreover, the biologics space is also
characterised by technology barriers in terms of complex product development & production process besides
being highly capital intensive segment. Strategic alliances between generic and biotech companies are likely
to strengthen in the future. Generic major — Teva has collaborated with Lonza to capitalize on biologics
development & manufacturing expertise and infrastructure Amongst Indian companies, Dr. Reddy’s, Biocon
and Lupin are amongst the front runners in this space and are currently in the investing in product
development.
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Chart 4: Worldwide sales (in US$ billion) of biologics by patent expiration
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Significant up-front investments and client relationships is the key in CRAMS

With innovator companies focussing on cost rationalisation, outsourcing opportunities across the value chain
—from low volume drug discovery activities to higher volume commercial scale manufacturing- have emerged
over the past few years. Within the CRAMS segment, Indian companies such as Piramal Healthcare, Jubilant
Organosys, Dishman Pharmaceuticals, and Divi’s Labs have invested significantly in establishing expertise and
infrastructure across contract research and manufacturing space. While contract research largely involves
providing drug discovery and development services, contract manufacturing includes outsourcing
manufacturing of intermediates and APIs as per the specific requirements of innovator/generic companies.
Establishing relations with several innovator companies is a necessary precursor in scaling up this business,
which also entails significant investments in manufacturing and R&D capabilities. Innovator companies
typically look for strong R&D capabilities and human resources as the key criteria while selecting contract
research companies, while the ability to ensure low-cost manufacturing is seen as their key strength.

CRAMS affected by inventory rationalisation measures and tight fund raising environment

The CRAMS space witnessed subdued performance during the last 12-18 months as global pharmaceutical
companies adopted inventory rationalization as one of the cost reduction initiative in view of the tight credit
conditions. The contract research space was also affected by lower contract research orders from smaller
innovator R&D and biotech companies that faced funding constraints as risk aversion to fund new projects
increased. During the last year, several contract research players faced significant slowdown in orders from
key clients. Given such a scenario, players such as Piramal Healthcare gradually moved part of its business
from international assets to Indian facilities. While performance of key CRAMS players has been lacklustre in
the current fiscal as well, our recent discussion with industry players suggest that inventory de-stocking is
nearing completion and fund raising for small and medium-sized innovator companies appears to be easing.
This trend is early to assess, but could lend some stability to the business environment.

Players focusing on collaborations in the drug discovery space

Besides providing pure vanilla contract research services, leading Indian contract research led companies
have also been targeting collaborative approach in the drug discovery space with leading innovators
companies, demonstrating their importance within the overall drug discovery and development value chain.
Companies such as Biocon and Jubilant Organosys have been that front run of such transactions.
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Table 4: Key collaborations for leading companies

Company Association with Comments
Jubilant Organsys  Eli Lilly Targeting multiple therapeutic areas; functional outsourcing across
all discovery functions with joint venture for drug development
Forest Labs Collaboration in the area of metabolic disorder
Astra Zeneca To deliver steady streams of discovery programmes; eligible for
research funding spanning over five years
Biocon Bristol Myers Squibb  Research partnership
Mylan Collaboration to develop and manufacture generic biologics
Amylin Collaboration to develop and manufacture novel peptide

therapeutic for potential treatment of diabetes

Zydus Cadila Eli Lilly Collaboration for drug discovery and development in the
cardiovascular space

Kara Bio Collaboration for drug discovery and development for treatment of
inflammatory disorders

Source: Company Releases

Outlook

In 2008-09, while most sectors have faced some challenges emerging from global economic slowdown, the
pharmaceutical industry world-wide and generic business in particular has been relatively recession proof
except for certain specific segments. Some large players in India witnessed significant financial stress during
2008-09 — most of it was related to impact of forex fluctuations on derivatives exposure and foreign currency
liabilities. The other areas involving some stress included large acquisitions — some of the large overseas
acquisitions by Indian companies failed to deliver in expected lines due to reasons ranging from unexpected
changes in the business environment to contract cancellations (in CRAMS business). In third-party API
business there have been sharp fluctuations in performance, contributed by a large fluctuation in raw
material costs. Also, many of these API units remain vulnerable due to relatively high product and/or client
concentration.

Exports to the regulated markets would remain a strong growth driver for Indian companies. However, there
are multiple challenges such as margin pressure; legal issues; parallel launch of authorised generics; access to
distribution channels, increasing compliance costs and Government mandated changes in business
environment in several countries. Margin pressures continue in the regulated generics markets because of a
host of factors, such as increasing competition from India and other low-cost manufacturing locations; more
aggressive brand defence by innovator companies (through authorised generics, for instance); increasing
bargaining power of large distributors in these markets and pressure from Government and insurance
companies to cut costs. Further, the attractiveness of the US market has suffered some setback, especially for
the large generics targeting exclusivity. The reasons include, among others, legal challenges by patent
holders, which delays and increase the cost of launch; and authorised generics taking away a large market
share and profit from the generic patent challenger during exclusivity periods. These factors have sharply
impacted the exclusivity-related profits that generic players seek from the US market. The attractiveness of
relatively fragmented European market and new markets like Japan however has increased as generic
penetration continues to rise rapidly in these markets.

While the supply-side environment for the generics business in major export markets appears to have turned
adverse, the same is partly mitigated by the favourable outlook for the demand side. An ageing population
and increase in healthcare costs continue to put pressure on all major pharma markets like the United States,
Europe and Japan, thereby encouraging higher penetration of generics through a mix of legislation and
incentives to doctors and pharmacies.
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For formulations companies, the domestic branded generics business has traditionally been the cash cow,
providing steady cash flows that serve as a buffer against the uncertainties of international ventures. The
growth prospects continue to remain strong on back of increasing healthcare awareness, rising penetration in
semi-urban and rural markets and changing disease profile. Most MNC pharma majors have also stepped up
their focus on Indian market exploring opportunities of expanding their product portfolio. Uncertainty related
to potential changes in the scope of price control, however, remains a negative. Regulatory price controls are
however an integral part of the pharma business world-wide. The risks of adverse developments in the
domestic market also highlight the importance of geographical diversification as a risk mitigating measure in
the pharma industry.

On the CRAMS front, Indian players are focusing on providing services across the value chain spanning from
development stage to commercial scale production. Relatively lower exposure to small biotech companies
has been a risk mitigant during the downturn for these entities. With several drugs going off-patent and big
pharma increasing exposure to cost efficient sourcing locations, opportunities remain favourable for CRAMS
players to provide developmental services and subsequently graduate to commercial scale production.

ICRA currently has 46 entities with long-term ratings (excluding ‘SO’ ratings) in the pharmaceutical sector.
About 17% of these entities are rated in the ‘AA’ category. Most of these entities have a fairly strong and
profitable domestic branded formulations business, which has been a stable source of cash flows over the
years. Around 22% of the entities are rated in the non-investment graded. Most of these entities are
relatively small entities, often in API business and suffer from high product and or client concentration.
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Annexure 1: Financials of formulation companies

Table 5: Median of formulation companies ¢ annual audited numbers

In Million 2009 2008 2007 2006
Revenue 15,427 13,016 12,273 9,752
Gross profit 6,032 4,827 4,668 3,846
OPBDIT 3,048 2,497 2,545 1,594
Net profit 780 1,766 1,699 1,024
Net cash accrual 818 1,436 1,600 820
GM (%) 37.4% 35.8% 37.0% 36.4%
OPM (%) 19.9% 19.0% 18.7% 16.9%
NPM (%) 9.8% 12.0% 12.7% 10.3%
RoCE (%) 21.7% 21.9% 20.6% 15.5%
TD/ OPBDIT 1.6 1.8 1.7 2.6
TD/ TNW 0.8 0.6 0.6 0.6
FFO/TD 0.4 0.2 0.3 0.2
Revenue/ Net block 1.9 1.8 1.9 2.0
Debtors 76 86 81 76
Inventory 112 128 114 129
NWC/OI (%) 30.1% 36.2% 29.5% 33.2%

Note: Year ending 2009 include audited year ending Mar-09 and Dec-08 and so on.
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Annexure Il: List of ICRA Rated Entities

Table 6: List of ICRA Rated Formulation Companies

Company Name Long-Term Rating Short-Term Rating
1 Amneal Pharmaceuticals Limited LBB
2 Biological E Limited LBB+ Ad+
3  Bliss GVS Pharma Limited LBBB A3+
4 Cadila Pharmaceuticals Limited LBBB+ (stable) A2+
5 Dr. Reddy’s Laboratories Limited LAA+ Al+
6 Fresenius Kabi Oncology Limited LBBB+ A2+
7  Ind Swift Limited LBBB A3+
8 Indoco Remedies Limited LA+ (stable) Al+
9 Intas Pharmaceuticals Limited LAA Al+
10 Khandelwal Laboratories Private Limited LBBB- (stable) A3
11 Lupin Limited LAA+ Al+
12 Merck Limited LAA Al+
13 Natco Pharma Limited. LA+ Al
14 Piramal Healthcare Limited LAA Al+
15 Ranbaxy Laboratories Limited Al+
16 Tablets (India) Limited LBBB- A3
17 Torrent Pharmaceuticals Limited LAA Al+
18 Troikaa Pharmaceuticals Limited LBBB- A3
19 Twilight Litaka Pharma Limited LBBB A2
20 Unichem Laboratories Limited Al+
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Table 7: List of ICRA Rated Bulk Drug Companies

Company Name Long Term- Rating Short Term- Rating
1 Aarti Drugs Limited LBBB+ (stable) A2
2 Anu’s Laboratories Limited LBBB A3+
3 Apex Drugs & Intermediates Limited LBBB- A3
4  Arch Pharmalabs Limited Al
5 Biocon Limited LAA+ Al+
6 Dhanuka Laboratories Limited LBB+ Ad+
7 Elam Pharma Private Limited LB+ A4
8 Enaltec Labs Private Limited LBB- A4
9 Hikal Limited LB+ A4
10 Ind Swift Laboratories Limited LBBB+ A2+
11 Megafine Pharma (P) Limited LBBB- (stable) A3
12 Novodigm Limited LA- Al
13 Sara Exports LBB+ Ad+
14 Shasun Chemicals & Drugs Limited LBBB- (negative) A3
15 Shodhana Laboratories LBBB A2
16  Sri Krishna Pharmaceuticals Limited LBBB- A3
17 SR Drugs &Intermediates Pvt. Limited LBBB- A3
18 Surya Pharmaceutical Limited LBBB- A3
19 Unimark Remedies Limited LBBB+ A2
20 Vamsi Labs Limited LB- A4
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Table 8: List of Other Pharmaceutical Companies rated by ICRA

Company Name

Long-Term Rating

Short-Term Rating

1 Akums Drugs & Pharma Limited LBBB+ A2+

2 Aurigene Discovery Technologies Limited LAA+ (SO) Al+(SO)

3 Biocon Biopharma Private Limited LAA (SO)

4 Clinigene International Limited LAA(SO) A1+(SO)

5 Enem Nostrum Remedies Private Limited LB+ A4

6 Medreich Limited LBBB A2

7 Merck Specialities Private Limited Al+

8 Next Wave India LBB+ Ad+

9 RFCL Limited LA- Al
10 Rusan Pharma Limited LBBB- A3
11 Syngene International Limited LAA- Al
12 Sai Advantium Pharma Limited LBBB-
13 TIL Exports Private Limited LBBB- A3

Note- Other Pharmaceutical Companies mainly include contract research and manufacturing companies
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Annexure llI: Key Acquisitions by Indian Companies

Table 9: Key acquisition concluded/announced by major pharmaceutical companies during the last two year

Company

Dr. Reddy’s
Laboratories

‘ Acquisition

Dow Pharma’s small
molecule business in the
UK

Details

Region — Europe (two
sites in the UK)

Area — CRAMS
Investment — USS 32.1
million

Rationale/Key Benefits

Complements DRL’s existing custom
pharmaceutical business  through
access to relevant customers, process
technology, associated products and
R&D team; Contributed Rs. 1,021
million to DRL’s turnover in FY09.

BASF's formulation
manufacturing unit in the
us

Region — USA
Area — CRAMS
Investment -
40,466

uss

Access to contract manufacturing of
generic prescription and OTC products
in the US market through customer
contracts, related ANDAs and NDAs and
a manufacturing facility.

Jet Generici SRL

Region — Europe (Italy)
Area — Generics
Investment — Euro 2.34
million

Establish presence in the Italian generic
market; provides access to product
portfolio, a pipeline of registration
applications and a marketing set-up.

Region — USA
Area - Generic

Inhalation Anesthetics

Strengthen presence in the global
inhalation anesthetics segment through
access to process-based intellectual

Piramal Minrad International Inc. property for two main products i.e.
] Investment — USS 52 ey
Healthcare & RxElite - ) . sevoflurane and desflurane. RxElite’s
million (including USS .
12 million for workin acquisition allows access to sales &
. & distribution network for Minrad in the
capital)
us.
. Establish a strong foothold in a
Region —Japan . .
. . relatively complex & highly regulated
Lupin . Area — Generics . .
. Kyowa Pharmaceuticals Japanese market; Kyowa is positioned
Limited Investment — USS 63 ) i
- as the tenth largest generic company in
million*
Japan.
Region — Germany
. Access to German market through an
Area — Generics L
Harmason Pharma approved product pipeline and an
Investment — Rs. 311 . .
- established field force
million
Region — South Africa
g . Access to South African generic market
. Area — Generics . T
Pharma Dynamics through an established distribution and
Investment — Rs. 901 marketing set-u
million** & :
Region — India .
Strengthen presence in the areas of
Ranbaxy Zenotech Laboratories Investment — Rs. 1,385 L g. P L.
. biosimilars and oncology (injectibles)
million***
Vectra Pharma
Region - North | Strengthens Jubilant’s CRAMS business
. . . America in North America with capabilities to
Jubilant Draxis Specialty . .
Oraansvs Pharmaceuticals Area — CRAMS manufacture sterile and non-sterile
gansy Investment — USS 253 | products and provides access to the
million niche radiopharmaceuticals market.
F 9 EOf dzRS & Sy pn gAfftAaAzy RSolG 2y Gl NBSGQa

**  For 60% equity ownership; *** For 46.99% equity ownership
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Table: Key acquisition concluded/announced by major pharmaceutical companies during the last two year

Company

‘ Acquisition

‘ Details

Region — North America

‘ Rationale/Key Benefits

Strengthens Jubilant’s CRAMS
Jubilant Hollister Stier Laboratories | Area — CRAMS ] & . .
business with addition of contract
Organsys LLC Investment — USS 140.7 . e
o manufacturing of sterile injectibles
million
Region — Ital
& .y Access to a highly evolved research
Zydus . Area — Vaccines . .
. Etna Biotech platform for developing new vaccines
Cadila Investment ~ | and technolo
Undisclosed gy
o . Region — Brazil Entry into the Brazilian branded
Quimica e Farmaceutica . . .
. . Area — Generics generics market through established
Nikkho do Brasil Ltda. .
. Investment — USS 26 | therapeutic products and sales
(Nikkho) -
million network
Region — South Africa Entry into the South African generics
. . Area — Generics market through the well established
Simayla Pharmaceuticals . .
Investment — | product portfolio and marketing
Undisclosed setup of the acquired company
Region — Spain
& P . Strengthens the company’s presence
. . Area — Generics ) ]
Laboratorios Combix in Europe through an entry into the
Investment " | Spanish generics market
Undisclosed P &
. Access to a portfolio of patents and
Region — France .
. help establish the company as the
Wockhardt Negma Laboratories Area - Generics biggest Indian pharmaceutical player
& Investment — USS 265 | . g8 . P . play
o in Europe with an entry into the
million .
French generics market
Region — USA ) s
. Strengthens the company’s position in
Area — Generics .
Morton Grove the US market through an established
Investment — USS 38 ,
o portfolio of 31 products
million
Region — Netherlands
. Vitamins & fine chemicals & . . Provides an opportunity to the
Dishman . Area — Vitamins . . .
businesses  of  Solvay company to bring fine chemical
Pharma . Investment - . .
Pharmaceuticals, BV . expertise to India
Undisclosed
Region — North America | Strengthens the company’s position in
Taro Pharmaceutical | Area — Generics North America by leveraging on Taro’s
Sun Pharma . .
Industries Ltd. Investment — USS 454 | strong  product  portfolio  and
million manufacturing facilities
Region — USA ,
Strengthens the company’s presence
. Area — API . .
Chattem Chemicals, Inc. in the controlled (narcotic) substance
Investment | APl business
Undisclosed
Region — Poland Strengthens company’s presence in
Seven Formulation brands | Area — Generics & pany 'p
Glenmark the European generics market

of Actavis and Biovena

Investment -
Undisclosed

through entry into Poland

Medicamenta

Region — Europe

Area — Generics
Investment -
Undisclosed

Provides entry into two of the fastest
growing European markets viz. Czech
Republic and Slovakia through the
established sales & marketing setup
and EU GMP approved manufacturing
facility
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Aurobindo
Pharma

TAD ltaly

Region — Italy
Area — Generics
Investment
Undisclosed

Entry into the highly regulated Italian
generic market through more than 70
ready-to-market products
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