
June 17, 2024 
 
The Board of Directors 
Vanda Pharmaceuticals Inc. 
2200 Pennsylvania Avenue 
Suite 300E 
Washington, DC 20037 
 

Dear Members of the Board: 

Since Butler Hall Capital LLC’s, (“Butler Hall”, “we” or “our”) last public letter on April 19, 2024, there 
have now been three new unsolicited offers to acquire Vanda Pharmaceuticals Inc. (“Vanda” or the 
“Company”) at prices significantly higher than the price offered by Future Pak, LLC (“Future Pak”) in 
March.  On May 7th, 2024, Future Pak increased its offer to buy VNDA for $7.25-7.75 per share in cash 
plus contingent value rights (“CVRs”) representing up to an additional $4.37 per share.  On June 6th, 
2024, Cycle Pharmaceuticals (“Cycle”) offered to acquire the Company for $8.00 per share in cash and 
last week, Future Pak submitted an increased offer for $8.50-$9.00 per share in cash plus contingent 
value rights of up to $4.37 per share.  Additionally, Future Pak’s latest offer, as disclosed in their press 
release dated June 13th, 2024, indicated that they are open to an “upward revision” and are “prepared 
and willing to participate in a competitive process that will enable Vanda to maximize shareholder 
value.”   

We do not believe the Company’s board of directors (the “Board”) has provided shareholders with a 
coherent strategy for value creation that remotely competes with the substantial upside that could be 
realized in a sale. When factoring in the net cash per share, applying a 2-4x revenue multiple on the 
existing business, and giving credit to the recent Ponvory acquisition, we believe the shares could 
ultimately fetch a price of $13.00-$22.00 per share.  We reiterate our demand that the Board 
immediately form an independent special committee to run a full sales process to achieve the highest 
possible value for shareholders.  We believe any failure to do so would be a violation of the Board’s 
fiduciary duty to the Company and its shareholders.   

Given the multiple unsolicited offers, at premiums ranging from 79% to 228%, one would expect a 
Company that has delivered such poor equity performance to jump at the opportunity to maximize 
shareholder value1. However, we are disappointed and concerned that there have not been any such 
actions in recent months.  Additionally, there have been several new data points that underscore poor 
managerial performance: 

1. The Company’s first quarter earnings results were disappointing, with a 24% revenue decline 
year on year and a significant operating loss.  We believe the prudent decision, considering 
recent results, would be the announcement of cost-related actions to improve financial 

 
1 Premiums are calculated using the $7.25 per share cash offered by Future Pak on April 17, 2024 for the low end of the range and the $9.00 per 
share in cash plus $4.37 per share CVRs offered by Future Pak on June 13th 2024 for the high end of the range as compared to the closing price 
on April 16, 2024   
 



results.  However, to our surprise, the Company went in the opposite direction and 
highlighted that “SG&A expenses may increase in future periods.” 2   

2. The May 7th, 2024, offer from Future Pak was rejected by the Board with the explanation that 
it “undervalues the Company, creates significant risk and uncertainty and is not in the best 
interest of shareholders.” 3  How can the Board conclude that a premium of more than 100% 
to the unaffected stock price undervalues the company when the Company has not used any 
of its cash on the balance sheet to repurchase shares?  Further, no Board member or 
members of the management team have reported any purchase of the Company’s stock in the 
open market, which leads us to question whether this Company is currently being run for the 
benefit of personal compensation or for stakeholders.   

3. Cycle Pharmaceuticals has presented an all-cash offer at a 98% premium above the closing 
stock price on April 16, 2024.  As part of its offer, Cycle disclosed that it generates $109 
million of net sales with nearly 40% operating margins 4. Based on our calculation, at a similar 
level of margins Vanda could have generated $70.7 million in operating profit in 2023. Given 
Vanda has a gross margin of more than 90% and nearly double the sales as compared to Cycle  

5, we believe Vanda’s 2023 operating loss underscores the poor cost management at the 
Company.   

4. In the most recent proxy, the Chairman of the Board, Mihael Polymeropoulos, received 
8,943,623 votes against the reelection of his Board seat.  These results, in an uncontested 
proxy, are a significant downgrade compared to his prior election in 2021 where he received 
5,442,548 more votes for reelection and 49% fewer votes against reelection6.  Moreover, the 
other Board member up for reelection failed to receive the votes necessary to continue as a 
member of the Board and tendered her resignation. However, in an 8-K filed on 5/24/25, the 
Company rejected her resignation noting it “would not be in the best interest” of 
shareholders.  

It is our opinion that the outcome of a future proxy vote will not only reflect the actions of the Board 
today, but likely will be a referendum on the poor equity performance in recent years.  We urge the 
Board to act now and begin a formal sales process.  

Sincerely,  

Bradley Lundy           Michael Rybak, CFA  
Managing Member, Butler Hall Capital LLC                                                         Partner, Butler Hall Capital LLC 
 

 
2 Q1’24 Earnings call. 
 
3VNDA’s press release on May 24th Titled “Vanda Pharmaceuticals Board of Directors Determines that Revised Takeover Proposal is Not in the 
Best Interests of the Company and its Shareholders. Cycle Pharmaceuticals Announces All-Cash Proposal to Acquire Vanda Pharmaceuticals for 
$8.00 Per Share - Cycle Pharma 
 
4 Cycle Pharmaceuticals Announces All-Cash Proposal to Acquire Vanda Pharmaceuticals for $8.00 Per Share - Cycle Pharma 
 
5 SEC Filings, Public Company Disclosure 
 
6 SEC Filings, Annual Proxy Filings, Public Company Disclosure 
 



Disclaimers 

This letter has been prepared by Butler Hall. Butler Hall is providing this letter for informational and 
discussion purposes only. The views expressed in this letter reflect the views and opinions of Butler Hall 
as of the date hereof. Butler Hall reserves the right to change or modify any of such views or opinions at 
any time and for any reason and expressly disclaims any obligation to correct, update, or revise the 
information contained herein or to otherwise provide any additional materials. 

All of the information contained herein is based on Butler Hall’s independent research and analysis and 
publicly available information. The information and materials included herein have not been prepared or 
endorsed by the Company and may not be attributed to the Company in any way, other than certain 
statements and information included herein which were sourced directly from the Company’s filings. 
Butler Hall does not make any representations regarding the accuracy, completeness or timeliness of any 
third party statements or information contained in this letter. Except as may be expressly set forth herein, 
permission to cite such statements or information has neither been sought nor obtained from such third 
parties. Any such statements or information should not be viewed as an indication of support from such 
third parties for the views expressed herein. This letter does not purport to contain all information that 
may be relevant to an evaluation of the Company, any securities issued by the Company, or any other 
matter related to the Company. 

Butler Hall has a beneficial ownership interest or an economic interest in the securities discussed herein. 
Nothing in this letter should be taken as an indication of any current or future trading or voting intentions, 
which may change at any time and from time to time, and which are reviewed on a continuing basis by 
Butler Hall and determined based on various factors Butler Hall considers relevant. Butler Hall expressly 
disclaims any obligation to notify or update any person of any changes to such trading or voting intentions. 

Certain statements contained in this letter are forward-looking statements including, but not limited to, 
statements that are predictions of or indicate future events, trends, plans or objectives.  Undue reliance 
should not be placed on such statements because, by their nature, they are subject to known and 
unknown risks, assumptions, and uncertainties. Specific forward-looking statements can be identified by 
the fact that they do not relate strictly to historical or current facts and include, without limitation, 
words such as "may," "will," "expects," "believes," "anticipates," "plans," "estimates," "projects," 
"targets," "forecasts," "seeks," "could," "should" or the negative of such terms or comparable 
terminology. There can be no assurance that any idea or assumption herein is, or will be proven, correct. 
If one or more of the risks or uncertainties materialize, or if Butler Hall’s underlying assumptions prove 
to be incorrect, the actual results may vary materially from outcomes indicated by these statements. 
Accordingly, forward-looking statements should not be regarded as a representation by Butler Hall that 
the future plans, estimates or expectations contemplated will ever be achieved. 

This letter does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation to 
buy, sell, or otherwise transact in any security, including, without limitation, any interest in Butler Hall. 
Nothing in this letter promotes, is intended to promote, or may be construed as promoting Butler Hall. 
Any offer to purchase an interest in Butler Hall may only be made at the time a qualified offeree receives 
the confidential memorandum and other offering documents. 

Nothing herein should be construed as seeking any confidenƟal informaƟon about the Company or 
otherwise. Butler Hall expressly disclaims any obligaƟon to treat the receipt of any such informaƟon as 
confidenƟal, except to the extent expressly agreed in wriƟng by Butler Hall. No agreement, commitment, 
understanding, or other legal relaƟonship exists or may be deemed to exist between Butler Hall and any 
other person by virtue of such person’s direct or indirect receipt of this leƩer. 


