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By Mark S. Nelson, J.D.

Financial services holding company T. Rowe Price Group, Inc. and diversified holding company Alleghany
Companies have joined efforts to pursue securities fraud claims against Valeant Pharmaceuticals International,
Inc. The case puts yet another spotlight on Valeant’s allegedly deceptive business model that was premised
on Valeant’s ability to grow by raising drug prices after executing a series of rapid-fire acquisitions of orphan
drugs or drug companies with little or no competition (T. Rowe Price Growth Stock Fund, Inc. v. Valeant
Pharmaceuticals International, Inc., August 15, 2016).

The bulk of the complaint focuses on Valeant’s allegedly deceptive pricing strategy, its use of a captive specialty
pharmacy network, and a shelf offering. Specifically , the pharmacy network, with Philidor Rx Services, LLC at its
core, allegedly helped Valeant keep the prices of its drugs high.

The fund plaintiffs recited a series of events through which they say the truth about Valeant’s business practices
emerged. Early reports by several major news organizations detailed emerging congressional investigations
of drug pricing strategies by Valeant and other firms. One media report questioned Valeant’s claim to growth
despite its history of "gouging" as compared to other pharmaceuticals firms’ business models that had significant
R&D components.

But the highest drama would allegedly come ahead of Valeant’s announcement that Philidor would be shuttered.
Valeant had issued a press release stating that New York and Massachusetts prosecutors sought company
documents. Another press release noted Valeant’s accounting relationship to Philidor.

Philidor later closed but not before a flurry of emails from Pershing Square CEO and Valeant director Bill Ackman
warning Valeant executives the company had done a poor job of handling the Philidor issue. One Ackman email
cited a media report asking if "Valeant was the ‘Next Enron?’" Philidor’s fate was likely sealed after the three
biggest pharmacy benefits manager firms cut ties to Philidor as Valeant had also done.

The fund companies seek unspecified damages for securities fraud and misleading SEC filings. The suit also
seeks to hold several of Valeant’s executives/directors liable as controlling persons. Valeant, which trades on the
NYSE, is a Canadian company with an office in New Jersey.

The case is No. 16-cv-05034.

Attorneys: James E. Cecchi (Carella, Byrne, Cecchi, Olstein, Brody & Agnello, P.C.) and Blair A. Nicholas
(Bernstein Litowitz Berger & Grossman LLP).

Companies: T. Rowe Price Group, Inc.; Alleghany Corporation; Valeant Pharmaceuticals International, Inc.;
Philidor Rx Services, LLC
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