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PFIZER INC. & SUBSIDIARIES PAY $60.2 MILLION TO SETTLE FCPA ALLEGATIONS  
Improper Payments Allegedly Made to Public Health Care Professionals  

and Other Government Officials in 11 Countries, Including China 
 
On August 7, 2012, global pharmaceutical giant Pfizer Inc. (“Pfizer”) and two subsidiaries 
agreed to pay a total of $60.2 million to settle charges by the US Department of Justice 
(“DOJ”) and US Securities and Exchange Commission (“SEC”) that employees and 
distributors violated the US Foreign Corrupt Practices Act (“FCPA”) by making improper 
payments to public health care professionals and other government officials in Asia, Europe, 
and the Middle East.  According to complaints filed by the SEC (the “Pfizer SEC Complaint” 
and the “Wyeth SEC Complaint”), a press release issued by the DOJ, and a deferred 
prosecution agreement with DOJ, Pfizer employees and distributors made improper 
payments to obtain regulatory approvals, to reward doctors for promoting and prescribing 
the Company’s products, and to clear products through customs.  Pfizer also disguised the 
payments as legitimate expenses for promotional activities, marketing, training, travel and 
entertainment, clinical trials, freight, conferences, and advertising, according to the SEC.   
 
To settle the charges, Pfizer and its subsidiaries agreed to pay $15 million in criminal 
penalties, report to the SEC and DOJ periodically during the term of a two-year deferred 
prosecution agreement, continue to implement an enhanced compliance program and 
internal controls to prevent and detect future FCPA violations, and pay $45.2 million 
combined in disgorgement of profits and prejudgment interest. 
 
Alleged Misconduct 
 
Pfizer is a global pharmaceutical company that discovers, develops, manufacturers, and 
markets prescription medicines for humans and animals.  Pfizer is headquartered in New 
York City, listed on the New York Stock Exchange, and conducts business in several 
European and Asian markets through subsidiaries, representative offices, and distributors.  
Wyeth LLC (“Wyeth”) was a pharmaceutical company headquartered in New Jersey and 
listed on the New York Stock Exchange until its acquisition by Pfizer in 2009, when it 
became a wholly-owned subsidiary of Pfizer.  Wyeth conducted business worldwide through 
subsidiaries and representative offices. 
 
In 2004, Pfizer made an initial voluntary disclosure of potential improper payments to the 
SEC and DOJ.  After the disclosure, Pfizer conducted an internal investigation covering at 
least 19 countries.  Following Pfizer’s 2009 acquisition of Wyeth, another pharmaceutical 
company listed on the New York Stock Exchange, Pfizer undertook an FCPA due diligence 
review of Wyeth’s global operations and reported the results to the SEC within 180 days of 
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the closing.  Pfizer later expanded its investigation to include Wyeth’s global operations.  
Pfizer voluntarily disclosed the results of its internal investigations to the SEC and DOJ. 
 
The SEC Complaints and the DOJ deferred prosecution agreement allege that employees of 
Pfizer’s and Wyeth’s subsidiaries made and authorized payments of cash and the provision 
of other things of value both directly and through third parties for the purpose of improperly 
influencing “foreign officials” under the FCPA, including doctors and other healthcare 
professionals employed by foreign governments. 
 
The DOJ deferred prosecution agreement and Pfizer SEC Complaint state that from at least 
1997 through 2006, employees and agents of a Pfizer subsidiary in Europe made improper 
payments to numerous government officials in Bulgaria, Croatia, Kazakhstan, and Russia to 
corruptly influence the sales of pharmaceutical products and secure regulatory approvals.  
The Pfizer SEC Complaint further alleges that improper payments were made to government 
officials by employees and agents of other subsidiaries in China, Czech Republic, Italy, and 
Serbia.   
 
According to the deferred prosecution agreement and Pfizer SEC Complaint, the “improper 
payments” were provided through a variety of schemes, including: 
 

• “incentive” or “motivational” trips” provided to sales representatives and government 
health care providers in exchange for sales agreements and formulary approval; 

• support to government doctors to attend conferences and educational events in 
exchange for agreements to prescribe Pfizer pharmaceutical products; 

• fake consulting agreements used to make payments to government officials involved 
in regulatory approvals; 

• bonuses to government officials in the form of international travel, equipment 
purchases, free pharmaceutical products, cash payments, travel expenses for 
conferences, and lecture fees in exchange for purchasing and prescriptions of Pfizer 
products; 

• exclusive distribution agreements with companies close to government officials 
responsible for product registration; 

• use of a hospital discount program to deliver cash payments to doctors and 
intermediary companies through the use of false invoices; and 

• observational studies that lacked scientific value and were designed to improperly 
influence doctors to prescribe Pfizer products. 

 
The Pfizer SEC Complaint also alleged that, from at least 2003 through 2007, Pfizer’s 
Chinese subsidiary Pfizer Investment Co. (“Pfizer China”) provided cash payments, 
hospitality, gifts, and support for international travel to doctors employed by Chinese 
government-affiliated healthcare institutions in recognition of past product sales or 
prescriptions, as incentives for future sales and prescriptions, based on the doctor’s 
potential prescribing level.  Pfizer China employees provided these incentives through the 
following: 
 

• “clubs” or “high prescribing doctors” programs that included only minimal content 
and extensive recreational and entertainment activities; 
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• “points programs” under which government doctors could redeem points 
accumulated based on the number of Pfizer prescriptions written for various gifts 
ranging from medical books to mobile phones, tea sets, and other gifts of a personal 
nature; 

• financial and other support to Chinese doctors to attend domestic and international 
conferences in return for explicit agreements to prescribe, purchase, or recommend 
Pfizer products; and 

• cash payments to doctors based on volume of Pfizer products prescribed. 
 
According to the Pfizer SEC Complaint, Pfizer’s subsidiaries concealed the true nature of 
these payments, gifts, and travel support by failing to accurately record the transactions. 
 
The Wyeth SEC Complaint makes similar allegations.  From at least 2005 through 2010, 
Wyeth’s subsidiary in China, through its employees and agents, provided cash payments to 
Chinese-owned hospitals and government healthcare providers to influence their 
recommendation of Wyeth nutritional products to their patients, to ensure Wyeth products 
were made available to new mothers at hospitals, and to obtain information about new 
births that could be used for marketing purposes.  The employees obtained cash used to 
make these payments by submitting falsified expense reimbursement requests for meals, 
travel, entertainment, and speaker fees.  Employees also obtained cash through the use of 
collusive travel agencies, which submitted false or inflated invoices for organizing large-
scale consumer educational events and provided the cash to employees to use in making 
the payments to government officials.   
 
Like the Pfizer subsidiaries, the Wyeth subsidiaries, according to the Wyeth SEC Complaint,  
concealed the true nature of these payments through the use of false invoices and other 
documentation and inaccurate recording.  The Wyeth SEC also listed similar conduct in 
Indonesia, Pakistan, and Saudi Arabia. 
 
Consequences 
 
As part of a deferred prosecution agreement with the DOJ, Pfizer’s subsidiary agreed to pay 
a $15 million criminal penalty, which according to the DOJ reflects a 34% reduction off of 
the minimum recommended Sentencing Guidelines fine range.  According to the DOJ press 
release, Pfizer “received a reduction in its penalty as a result of Pfizer Inc.’s cooperation in 
the ongoing investigation of other companies and individuals.”   
 
More broadly, the terms of the deferred prosecution agreement were based on Pfizer’s 
“extraordinary cooperation” with DOJ and SEC, including its timely voluntary disclosure, self-
investigation, cooperation, and remedial efforts.  Although Pfizer is required to continue to 
implement rigorous internal controls, including maintaining certain management and 
internal reporting requirements, and cooperate fully with the DOJ, Pfizer is not required to 
retain a corporate monitor, which could have cost the company millions of dollars.  Instead, 
Pfizer is required to periodically report to the DOJ during the term of the deferred 
prosecution agreement. 
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Additionally, the DOJ determined not to pursue a criminal resolution for the pre-acquisition 
improper conduct of Wyeth subsidiaries based on Pfizer’s “extensive efforts” following its 
acquisition of Wyeth, including a due diligence and investigative review of Wyeth business 
operations and integration of Pfizer’s internal controls into the Wyeth business entities, as 
well as the SEC resolution. 
 
The SEC resolution included charges filed against Pfizer and Wyeth alleging violations of the 
FCPA’s anti-bribery, books and records, and internal controls provisions.  Pfizer consented to 
the entry of a court order requiring payment of approximately $16 million in disgorgement of 
tainted profits and $10.3 million in prejudgment interest.  Wyeth similarly consented to the 
entry of a court order requiring a payment of approximately $17.2 million in disgorgement of 
tainted profits and $1.7 million  in prejudgment interest.  The SEC ordered both entities to 
periodically report to the SEC the status of remediation and implementation of compliance 
measures.  )   
 
Implications 
 
In its press release, DOJ acknowledged Pfizer’s ongoing assistance to US authorities in 
“ongoing FCPA investigations of other companies and individuals.”  Following Pfizer’s 
voluntary disclosure of potential violations in the mid-2000s, US authorities began a 
pharmaceutical industry corruption probe that is ongoing.   
 
This enforcement action reinforces lessons learned from other FCPA and anti-corruption 
cases, including the need for: 
 

• comprehensive risk-based acquisition due diligence and integration of compliance 
programs into the acquired entities;  

• careful oversight, monitoring, and control of both company employees and third-
parties that represent the company, including distributors and sales agents; 

• scrutiny from an anti-corruption perspective, and careful control of, payments such 
as sales commissions, sales incentive programs, discounts, rebates, and reward 
travel; and 

• proactively confronting specific risks in the healthcare sector, including interactions 
with physicians in state-owned hospitals in connection with travel benefits, 
entertainment, payments made for clinical trials, consulting agreements, and clinical 
studies, among other areas. 
 

 
* * * 

 
If you have any questions concerning the material discussed in this client alert, please contact the 
following Beijing-based members of our Global Anti-Corruption Practice Group: 

 

http://www.cov.com/offices/office.aspx?office=64&OfficeSpecialty=9ac67c40-24bf-428b-9b62-7c102f790fb3
http://www.cov.com/practice/international/anti_corruption/


COVINGTON & BURLING LLP 

C&B 
                                                                                                                                                                                     5 

Eric Carlson 86.10.5910.0503 ecarlson@cov.com  
Shaoyu Chen 86.10.5910.0509 schen@cov.com 
Tim Stratford 86.10.5910.0508 tstratford@cov.com 

 
This information is not intended as legal advice.  Readers should seek specific legal advice before acting with regard to the subjects 
mentioned herein.  Only qualified PRC nationals working in PRC law firms are permitted to practice PRC law.  Accordingly, as is true for all 
non-PRC law firms, we cannot express any legal opinion concerning the interpretation or application of PRC law.  If a formal PRC legal 
opinion is required in relation to any specific issues discussed in this memorandum, our practice is to arrange for such an opinion to be 
provided by one of our correspondent law firms in the PRC and to work closely with the PRC law firm in that exercise. 
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