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Introduction
Corporate restructuring is the partial dismantling or re-organizing a company

for the plan of making it more efficient, competent and more profitable. Merger and
acquisition (M&A), amalgamation, leveraged buy-outs, take-over, buy-back of shares,
spin-offs, deal of business units and assets, capital reorganization etc. are includes in
corporate restructure. The purpose of corporate restructuring is to conduct business
operations in more efficient, effective and competitive manner in order to improve the
organization’s market value of share, brand power and synergies. Merger and
acquisition has become popular topic after New Industrial Policy reforms in the year
1991, where India entered into the Liberalization, Privatization and Globalization
(LPG). In 1999, the first disinvestment occurred, when 74% of the equity of Modern
Food Industries (India) Ltd. was sold to Hindustan Lever Limited. On 11 June 2008,
the remarkable acquisitions in India was the acquisition of Ranbaxy laboratories Ltd.,
by Daiichi Sankyo Co. Ltd., a Japan based company. In 2003–04, 834 mergers and
acquisitions deals involved Rs 35,980 crore in India. On 6 April 2014, Sun Pharma
announced that it would acquire 100% of Ranbaxy Laboratories Ltd., in an all-stock
transaction, valued at $4 billion.
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To study the theoretical concept and different strategies adopted for a
successful corporate restructuring, we have to study and analyze corporate
restructuring with reference to Sun Pharmaceutical Industries Limited and Ranbaxy
laboratories Ltd. It has a tremendous track record of 20 successful acquisitions. Sun
Pharmaceutical Industries Ltd. has become India’s 1st and world’s 5th largest generic
drug manufacturing after merger of Ranbaxy Laboratories Ltd. from Japan's Daiichi
Sankyo Co. Ltd in deal worth $3.2 billion (approx. Rs.19,200 crore). To achieve the
study’s objective secondary data collected from annual audited financial statements.
Telecommunication, Drugs and Pharmaceutical, Finance, Textiles, Electrical
machinery, Tea etc are the major sectors in which corporate restructuring have been
occurred. Merger and acquisition (M&A) regulatory framework includes Companies
Act, 2013; SEBI; Competition Act, 2002; Income Tax Act, 1961; Reserve Bank of India
and Foreign Investment Promotion Board. Some other acts, which administer directly
or indirectly related to domestic and foreign investment deals e.g. Transfer of Property
Act, 1882; Registration Act, 1908; Customs Act, 1962; Indian Stamp Act, 1899; and
Foreign Exchange Management Act, 1999. In accounting view, The Institute of
Chartered Accountants of India (ICAI) created a standard on accounting for
amalgamations (AS-14).
Meaning of Corporate Restructuring

Corporate restructuring is the process of changing a company's business
model, management team or financial structure. At present, restructuring is done by
different emerging trends like mergers, amalgamations, demergers, take overs, slump
sale etc. Mergers and Acquisitions (M&A) aim at obtaining optimum utilization of the
available resources, accelerating the company’s growth, winning over competitive
forces, achieving economies of scale, increasing sales volume, enhancing operational
efficiency, achieving synergies, obtaining tax benefits with suitable tax planning,
diversifying the business hazard, reducing competition, reducing in administrative
costs and ultimately enhancing the value of the firm.
Objectives of the Study

In this paper the main objective is to examine corporate restructuring in India.
The other objectives of the study are:

 To study the impact of Mergers & Acquisitions on the performance of Sun
Pharma.

 To study the need of Sun Pharma and Ranbaxy merger.

 To analyze the case study of corporate restructuring as Sun Pharma acquire
Ranbaxy.

 To find out whether Sun Pharma made the right action by acquiring the
Ranbaxy.
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 To highlight the challenges of post-merger that Sun Pharma will be facing.
 To provide suggestion for improvement to acquirer companies.
Review of Literature

Several studies have been conducted regarding to mergers and acquisitions
by various eminent researchers over the last some years.

Coontz (2004), in the study “Economic Impact of Corporate Mergers and
Acquisitions on Acquiring Firm Shareholder” stated that the companies failed to
perform well after mergers and acquisitions in all parameters understudy; the
performance was different from different industry; and the  performance of company
depends on the type of industry in which mergers and acquisitions happen.

Sinha, Kaushik and Chaudhary (2010), in his study “Measuring Post Merger
and Acquisition Performance: An Investigation of Select Financial Sector
Organizations in India” found that above half of the merging companies showed better
financial performance, earnings available to equity shareholders and debt-equity ratio
showed a major change in the post-merger period.
Methodology of Research
 Source of Data

This is a descriptive research and based on secondary data. The study is
basically conceptual in nature and for the study; a wide review of literature has been
studied and identified the Corporate Restructuring in India. The data has been
collected from published annual reports of Sun Pharmaceutical Industries Ltd. and
Ranbaxy Laboratories Ltd. taken from the websites. Also, related texts like textbooks,
journals, magazines, news papers, publications of professional and other published &
unpublished research papers were consulted.
 Period of Study

Five years from 2013-14 to 2017-18
 Scope of Study

This paper covers merger of “Sun Pharmaceutical Industries Ltd.” and
“Ranbaxy Laboratories Ltd.” only.
Needs for Corporate Restructuring
 To concentrate on basic strengths, operational synergy & other successful

allocation of managerial capabilities.
 Corporate restructuring is normally for the purpose of increase the efficiency of

the company. It may be management efficiency or financial efficiency.
 Capital restructuring by a suitable arrangement of loan and equity funds to

reduce the cost of servicing and get better return on capital employed.
 Corporate restructuring may lead to less wastage and optimum utilization of

resources.
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 Acquiring the regular supply of raw materials and access to scientific research
and technological developments.

Strategies of Corporate Restructuring
The following below mentioned are the various strategies adopted for

restructuring:
Merger Merger is the arrangement of two or more companies which can be

merged jointly either by way of amalgamation or absorption. Mergers
may be (i) Horizontal Merger (ii) Vertical Merger (iii) Co-generic Merger
(iv) Conglomerate Merger.

Takeover/
Acquisition

Takeover means purchase of one company (target company) by
another (acquirer company) company for control of the target company.
It is also known as acquisition.

Amalgamation When two or more companies combined or joint together to form a new
business entity is called amalgamation. The companies may be
absorbed or blended together.

Demerger It is the business strategy wherein company transfers one or more of its
business undertakings to another company. In other words, when a
company splits off its existing business activities into some components.

Slump Sale According to section 2(42C)  of the Income-Tax Act, 1961 as transfer of
one or more undertakings as a result of sale for a lump sum monetary
consideration in absence of values being assigned to the individual
assets and liabilities in such sales.

Joint Venture It is a business arrangement, wherein two or more independent firms
come together to form a legally independent undertaking, for a
stipulated period, to fulfil a specific purpose. In other words , it is a
temporary partnership, which is established for a definite purpose.

Franchising The main aim of franchising is to serve its end users. The goods and
services of highly reputed and branded firms are distributed and makes
it available to their end users.

Data Analysis and Interpretation
 About Sun Pharma

Sun Pharma Laboratories Limited (SPLL) is a pharmaceutical company
having registered office in Mumbai. The Company was incorporated on January 17,
1997 and it is manufactures and markets pharmaceutical products in India. It
became a wholly owned subsidiary of Sun Pharmaceutical Industries Limited (SPIL)
on March 9, 2012. The Company is a market head in India in the chronic segment,
which contributes more than 60% of its revenue. More than 72% of Sun Pharma
sales are from export. At present, Sun Pharma is the 1st biggest and the largely
profitable pharmaceutical company in India. During the 1997 to 2017 Sun Pharma
made 17 acquisitions, starting with the buying in 1997 of Detroit-based Caraco
Pharmaceutical Laboratories. Sun Pharma acquired a mass stake in Israel-based
Taro Pharmaceutical Industries in 2010.
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Table 1: Sun Pharmaceutical Industries Ltd. at a Glance (Post Merger)
1 Global 5th largest global specialty generic company
2 India 1st pharma company
3 Manfacturing 50 manufacturing sites across the world
4 Product portfolio More than 2000 products across the world
5 Market More than 150 countries across branded and generic markets

Source: Annual report of Sun Pharmaceutical Industries Ltd., 2014-15

 About Ranbaxy
Ranbaxy Laboratories was incorporated in 1961 and headquartered at

Gurgaon. Ranbaxy serves its customers in over 150 countries and has an expanding
international portfolio of affiliates, joint ventures, and alliances, ground operations in
43 countries and 21 manufacturing facilities spread across countries. Daiichi Sankyo
acquired controlling in Ranbaxy in 2008. Regardless of satisfactory sales numbers the
company was suffering loss since 2011. Consequently, Ranbaxy after struggling to
improve its financial position went under merger with Sun Pharma at a critical time.
 Sun Pharma Acquires Ranbaxy

Sun Pharmaceutical Industries Limited and Ranbaxy Laboratories Limited set
the Indian pharmaceutical industry abuzz with excitement on April 6, 2014 when they
released a press report, under which Sun Pharma would acquire 100% of Ranbaxy
Laboratories for $4 billion to create world’s fifth largest generic pharma company.
Under these agreements, Ranbaxy will merge into Sun Pharma and Ranbaxy’s
shareholders will receive 0.8 shares of Sun Pharma for each share of Ranbaxy. On
25th March 2015, Sun Pharma completed the acquisition of Ranbaxy Laboratories
Limited. Following points to note regarding this merger:
 The new entity is the world’s fifth largest specialty-generic pharma company

including sales of US$ 4.2 billion on a pro-forma basis for CY 2013.
 The pro-forma U.S. incomes of the merged entity for CY 2013 are expected at

US$ 2.2 billion and the entity is a solid capability in developing complex
products by way of a broad portfolio of 184 ANDAs awaiting US Food and
Drug Administration approval.

 After merger Sun Pharma has the leading pharma company in India with pro-
forma revenues of US$ 1.1 billion for CY 2013 and over 9% market share.

 The merger has also improved Sun Pharma’s worldwide track in rising pharma
markets like Russia, Romania, South Africa, Malaysia and Brazil, offering
opportunities for cross selling and enhanced brand-building.

 Pro-forma Earnings before interest, tax, depreciation and amortization
(EBITDA) of the Ranbaxy for CY 2013 is expected at US$ 1.2 billion.

 Post-deal closure, Daiichi Sankyo (the majority shareholder of Ranbaxy) has
become the IInd major shareholder of Sun Pharma with a 9% stake.
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Table 2: Summary of Sun Pharma Pre and Post Ranbaxy Merger
(Rs.in Million)

Financial Year 2013-14
(Pre-acquisition)

Financial Year 2014-15
(Post-acquisition)

Net Sales 1,60,044 2,72,865
Gross Profit 1,32,250 2,05,473
Net Profit (After Tax) 31,415 45,394
Net Worth 1,85,249 2,56,231
Net Fixed Assets 58,242 1,10,201
Inventory 31,320 56,680
Sundry Debtors 22,004 53,123
Sundry Creditors 13,283 31,538

Source: Annual Report of Sun Pharmaceutical Industries Ltd. 2013-14 & 2014-15

From table 2 it appears that company’s pre merger Net Sales of Rs. 1,60,044
Million in Financial Year 2013-14 whereas post merger Net Sales has gone upto Rs.
2,72,865 Million in FY 2014-15, it show synergy benefit after successful merger. Also,
Gross Profit increased from 1,32,250 to 2,05,473 and Net Profit increased from
31,415 to 45,394 (Rs. in Million). Balance Sheet of the company shows good position
after merger almost at each parameter. Book Value per share is Rs. 89.4 and 106.5 in
FY 2013-14 and 2014-15 respectively. Consolidated revenue from operations for
FY15 grew 70% over FY14 to Rs. 277,178 million, while EBITDA increased 10% to
Rs. 78,166 million.

Table 3: Leadership in Key Therapeutic Areas
Doctor Category Prescription Rank (pre Ranbaxy

acquisition as of October, 2014)
Prescription Rank (post Ranbaxy

acquisition as of June, 2015)
Dialectologists 2 1
Consulting Physicians 5 1
Dermatologists 6 1
Urologists 6 1
Chest Physicians 5 1
Oncologists 8 1

Source: Annual Report of Sun Pharmaceutical Industries Ltd. 2014-15

The above table showing that improved rankings due to Ranbaxy acquisition.
Table 4: Position before Merger and Post Merger Gains (Sun Pharma-Ranbaxy)
Before Merger Gains: Sun Pharma Ranbaxy
Financial Year 2012-13 Market Price as on April, 2012 287 458

Market Price as on April, 2013 407 451
Return 41.8% -1.5%

Financial Year 2013-14 Market Price as on April, 2013 407 451
Market Price as on April, 2014 587 470
Return 44.2% 4.2%

Post Merger Gains: Sun Pharma + Ranbaxy
Financial Year 2014-15 Market Price as on April, 2014 587.00

Market Price as on date 815.70
Return 39%

Source: Annual Reports of Sun Pharmaceutical Industries Ltd.
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The financial conservatism is noticeable in the Ranbaxy acquisition as well.
Therefore, as on the date, Ranbaxy shareholders have benefited due to the merger
transaction. Post this, in April 2015, the Company’s equity shares have increased to
2,406.2 million due to the merger of RLL with the Company.
Conclusion

Erstwhile Ranbaxy Laboratories Limited (“Ranbaxy”) has been merged into
Sun Pharmaceutical Industries Limited (“Sun Pharma”) effective 24th March, 2015
through a Scheme of Merger. The benefits from this integration have started reflecting
in financial year 2015-16. The key objective of this merger is to get faster growth and
generate opportunities for all stakeholders. The valuation of Ranbaxy is attractive at
this time when US Food and Drug Administration (FDA) and regulatory issues are at a
hit the highest point. Sun Pharma has followed a strategy of acquiring badly
performing companies. Sun Pharma acquired Ranbaxy from $3.2 billion along with its
dept $800 million. Our study shows that the company will be benefitting to generate
synergy in years to come. The execution of the integration with Ranbaxy is well on its
way and the company is on track to generate targeted synergies of US$ 300 million by
the financial year 2018. According to Annual Report 2017-18 the company has
achieved this important milestone.
Suggestions

A summary of suggestions on the corporate restructuring in a developing
country like India, are as follows:
 Effective measures should be taken quickly to compensate the social costs of

crisis and restructuring. Government should be equipped to take on a
significant role as immediately a crisis is reviewed to be systemic.

 An encouraging legal, regulatory and accounting background is to be formed
for success corporate restructuring.
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