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Teva’s drug giveaway might mean the company
isn’t giving away much at all.

Teva Pharmaceutical Industries Ltd.’s proposed $23 billion drug giveaway o�er it’s suggesting to
settle the opioid lawsuits against it will likely cost the company a fraction of that �gure, according
to industry experts.  When Teva announced the value of the donated medicine – a generic version
of opioid addiction treatment Suboxone – it based the �gure on the drug’s list price, which does
not account for signi�cant discounts it will receive.

Attorneys representing local governments who are plainti�s in the opioid litigation said the �gure
proposed in�ates the real value of the drugs and it will not be enough to address the nationwide
addiction crisis Teva is, in part, responsible for creating.

“The deal is undervalued to make the settlement look better,” said Hunter Shkolnik, one of the
plainti�s’ attorneys, adding, “I don’t believe a no-cash payment from Teva, one of the largest
generic manufacturers in the world, is appropriate.”
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Attorneys general of the four states recently agreed on a proposed settlement o�er under which
Teva would provide $23 billion worth of generic Suboxone and pay $250 million in cash over ten
years, according to the drug manufacturer, which represents progress in the case.  Teva added
that the donated drugs should meet the majority of the estimated U.S. patient need for 10 years. 
They would be o�ered in place of cash which would help Teva avoid adding new debt to its
balance sheet.  This �gure is currently $27 billion.

The company has denied any wrongdoing in its sale of opioids over the course of the litigation and
negotiations, consistently claiming it did not actively promote its generic versions of the
painkillers with physician clients.

The company said it would use a benchmark called “wholesale acquisition cost (WAC) to
determine the value of the drugs provided for free.”  This is the list price of a drug.
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“WAC cannot be trusted as a pricing benchmark for generic drugs,” said Eric Pachman, founder of
pharmaceutical consultancy 3 Axis Advisors.

Je�eries analyst David Steinberg estimated that the cost of the donated drugs would be around
$1.5 billion, while Bernstein analyst Ronny Gal said this �gure could be as much as $2.3 billion.  JP
Morgan analyst Chris Schott’s estimate was $5.75 billion to $9.2 billion.  Regardless, Teva’s �gure of
$23 billion is a far cry from any of these estimates.

Despite the seemingly obvious discrepancies, some industry insiders are still okay with allowing
the proposal to proceed.  Ori Hershkovitz, an independent consultant to pharmaceutical
companies, added, “The high debt load and the situation in the generics market will make it
impossible to repay this debt.  They might have won the opioid battle, but they are going to lose
the overall war.”

When it comes to the thousands of lawsuits against it wrapped up in federal court, Teva is
following behind other major drug makers in coming to the table with an o�er rather than
�ghting it out.  In August, Purdue proposed a settlement o�er valued at up to $12 billion.  As part
of that deal, there would be a court-supervised restructuring into a public bene�t trust.  Then,
Johnson & Johnson followed suit, reportedly o�ering $4 billion to settle claims against it.
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