4 Prologue: Big Scandals, Higher Prices

came under fire in the fall of 2015. In one example, Valeant sold a drug called
Duexis that simply combined the active ingredient in Motrin with the active ingre-
dient in Pepcid, but charged $1,500 for the privilege of a monthly prescription.”®
Prescribing the two drugs separately would cost no more than $40, but Valeant had
increased the price of its combination drug by about 1,000 percent in the four years
since the drug was introduced.” Notably, Valeant also pushed its main competition
out of the market. According to the New York Times, Valeant acquired Vimovo — a
simple combination of naproxen (Aleve) and esomeprazole (Nexium) — and then
immediately raised the price to make it equal to that of Valeant’s drug.”® Around the
same time as these stories broke, federal prosecutors announced an investigation of
Valeant, for reasons discussed later in this book.

Criminal investigations were numerous that fall, with the most notable being
the arrest of Shkreli early in the morning of December 17, 2015. Federal authorities
charged Shkreli with multiple counts of securities fraud and conspiracy, reaching
back to his tenure at MCMB Capital and Retrophin, a previous pharmaceutical
company.” Allegedly, Shkreli had taken money from Retrophin to pay back inves-
tors who lost money at MCMB . (The I'BI also made sure to inform the public that
the Wu-Tang Clan album had not been seized — sorry, Clan fans.)* Shkreli resigned
from Turing the next day, and then made a famous appearance testifying in front
of the House Committee on Oversight and Government Reform in February 2016.
With charges pending against him, Skhreli answered every question, no matter how
trivial, with a knowing smirk and the same response: “On the advice of counsel, 1
invoke my Fifth Amendment privilege against self-incrimination and respectfully
decline to answer your question.” The spectacle lasted no more than ten minutes.

While Shkreli smirked his way through his congressional hearing, attendees
at the 2016 J. P. Morgan Conference were far more worried. Big Pharma and its
perceived excesses were back in the spotlight, and attention was shifting to a core
pharma revenue strategy — simply raising prices. Price increases had occurred across
the board, on everything from gallstone treatments to, stunningly, the drug used for
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