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EXPLANATORY NOTES 

Unless otherwise stated, the information in this Annual Information Form is stated as of December 31, 2018, and all 

references to the Company’s fiscal year are to the year ended December 31, 2018. In this Annual Information Form, 

the Company, its subsidiaries and reportable operating segments (including, but not limited to, ADVANZ PHARMA 

International and ADVANZ PHARMA North America) are collectively referred to as the “Company” or 

“ADVANZ PHARMA”, unless the context otherwise requires.  

Information contained on, or otherwise accessed through, the website of the Company, www.advanzpharma.com, or 

any of its subsidiaries’ websites shall not be deemed to be a part of this Annual Information Form and such 

information is not incorporated by reference herein and should not be relied upon by readers for the purpose of 

determining whether to invest in the Limited Voting Shares or other securities of the Company. 

Unless otherwise indicated, all charts, graphs, tables and figures are prepared by the Company’s management. 

Glossary 

Attached as Appendix “A” to this Annual Information Form is a comprehensive glossary of terms. Capitalized terms 

not otherwise defined in the body of this Annual Information Form shall have the meanings ascribed to such terms 

in the glossary. 

Trademarks 

This Annual Information Form includes trademarks that are protected under applicable intellectual property laws 

and are the property of the Company or its affiliates or licensors. Solely for convenience, the trademarks of the 

Company or its affiliates and/or licensors referred to in this Annual Information Form may appear with or without 

the ® or ™ symbol, but such references or the absence thereof are not intended to indicate, in any way, that the 

Company or its affiliates or licensors will not assert, to the fullest extent under applicable law, their respective rights 

to these trademarks. Any other trademarks used in this Annual Information Form are the property of their respective 

owners. 

Currency 

All references to “$” or “USD” in this Annual Information Form refer to United States dollars, unless otherwise 

indicated. All references to “C$” in this Annual Information Form refer to Canadian dollars. All references to “£” or 

“GBP” in this Annual Information Form refer to the U.K. pound sterling. All references to “€” in this Annual 

Information Form refer to the EU euro. 

Market Data 

This Annual Information Form contains certain statistical data, market research and industry forecasts that were 

obtained, unless otherwise indicated, from independent industry and government publications and reports or are 

based on estimates derived from such publications and reports and management’s knowledge of, and experience in, 

the markets in which the Company operates. Industry and government publications and reports generally indicate 

that they have obtained their information from sources believed to be reliable, but do not guarantee the accuracy and 

completeness of their information. While the Company believes this data to be reliable, market and industry data is 

subject to variation and cannot be verified due to limits on the availability and reliability of raw data, the voluntary 

nature of the data gathering process and other limitations and uncertainties inherent in any statistical survey. The 

Company has not independently verified the accuracy or completeness of such information contained herein. In 

addition, projections, assumptions and estimates of the Company’s future performance and the future performance 

of the industry in which the Company operates are necessarily subject to a high degree of uncertainty and risk due to 

a variety of factors, including those described under the heading “Risk Factors” in this Annual Information Form. 
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 

Certain statements contained in this Annual Information Form constitute “forward looking statements” within the 

meaning of the United States Private Securities Litigation Reform Act of 1995 and “forward-looking information” 

within the meaning of applicable Canadian securities laws (collectively, “forward-looking statements”), which are 

based upon the current internal expectations, estimates, projections, assumptions and beliefs of the Company’s 

management. Statements concerning the Company’s objectives, goals, strategies, intentions, plans, beliefs, 

assumptions, projections, predictions, expectations and estimates, and the business, operations, future financial 

performance and condition of the Company are forward-looking statements. This Annual Information Form uses 

words such as “believe”, “expect”, “anticipate”, “estimate”, “intend”, “may”, “will”, “would”, “could”, “plan”, 

“create”, “designed”, “predict”, “project”, “seek”, “ongoing”, “increase”, “upside” and similar expressions and the 

negative and grammatical variations of such expressions are intended to identify forward-looking statements, 

although not all forward-looking statements contain these identifying words. Such forward-looking statements 

reflect the current beliefs of the Company’s management based on information currently available to them, and are 

based on assumptions and subject to risks and uncertainties. These statements are not guarantees of future 

performance and involve known and unknown risks, uncertainties and other factors that may cause actual results or 

events to differ materially from those anticipated in the forward-looking statements. In addition, this Annual 

Information Form may contain forward-looking statements attributed to third-party industry sources. 

By their nature, forward-looking statements involve numerous assumptions, known and unknown risks and 

uncertainties, both general and specific, that contribute to the possibility that the predictions, forecasts, projections 

or other characterizations of future events or circumstances that constitute forward-looking statements will not 

occur. Such forward-looking statements in this Annual Information Form speak only as of the date of this Annual 

Information Form. Forward-looking statements in this Annual Information Form include, but are not limited to, 

statements with respect to: 

•  the ability of the Company to compete against companies that are larger and have greater 

financial, technical and human resources than that of the Company, as well as other competitive 

factors, such as technological advances achieved, patents obtained and new products introduced by 

competitors; 

•  the performance of the Company’s business and operations; 

•  the Company’s capital expenditure programs; 

•  the future development of the Company, its growth strategy and the timing thereof; 

•  the acquisition strategy of the Company; 

•  the Company’s ability to achieve all of its estimated synergies as a result of cost reductions and/or 

integration initiatives; 

•  the estimated future contractual obligations of the Company; 

•  the Company’s future liquidity and financial capacity; 

•  the Company's ability to satisfy its financial obligations in future periods; 

•  the supply and market changes in demand for pharmaceutical products within the Company’s 

portfolio of pharmaceutical products; 

•  cost and reimbursement of the Company’s products; 

•  the availability and extent to which the Company’s products are reimbursed by government 

authorities and other third party payors, as well as the impact of obtaining or maintaining such 

reimbursement on the price of the Company’s products; 
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•  the Company's business priorities, long-term growth strategy and/or stabilization programs or 

initiatives; 

•  changes in regulatory rules or practices in the U.S., the U.K. or in other jurisdictions in which the 

Company sells products; 

•  the impact of changes in laws and regulations on the Company's business, including, without 

limitation, the impact of the HSMCA and its regulations on the Company; 

•  the Company’s response to the supplemental statement of objections issued by the CMA as 

described herein; 

•  the credit ratings described herein; 

•  changes in prescription recommendations or behaviours by clinical commissioning groups or other 

healthcare groups in the U.S., the U.K., or in any other jurisdictions in which the Company sells 

its products; 

•  the inclusion of the Company’s products on formularies or clinical commissioning groups 

providing guidance to prescribe the Company's products or the Company’s ability to achieve 

favourable formulary or clinical commissioning group status, as well as the impact on the price of 

the Company’s products in connection therewith; 

•  the acquisition, in-licensing and/or launch of new products including, but not limited to, the 

acceptance and demand for new pharmaceutical products, and the impact of competitive products 

and prices; and 

•  the market size for the Company's products including, without limitation, its pipeline products. 

With respect to the forward-looking statements contained in this Annual Information Form, such statements are 

subject to certain risks, including those risks set forth below and the “Risk Factors” section in this Annual 

Information Form. Factors that may cause actual results to differ materially from current expectations include: 

•  the Company has new significant shareholders following completion of the Recapitalization 

Transaction. Following completion of the Recapitalization Transaction, GSO, Solus and Bybrook 

own or control approximately 35.7%, 17.3% and 14.5%, respectively, of the outstanding Limited 

Voting Shares, GSO owns the Class A Special Shares and Solus owns the Class B Special Shares. 

These parties may be able to significantly affect the outcome of important matters affecting the 

Company that require shareholder approval, including business combinations or other transactions 

that could be recommended for acceptance by shareholders by the Board. It is possible that the 

interests of GSO, Solus or Bybrook may in some circumstances conflict with the Company's 

interests and the interests of other shareholders. In addition, such parties are in the business of 

making investments in other companies and may hold securities of, and may from time to time in 

the future acquire interests in, businesses that directly or indirectly compete with all or a portion of 

the Company's business or the businesses of its suppliers. None of GSO, Solus or Bybrook have 

entered into any non-competition agreements with the Company, or provided any covenants not to 

compete with the Company; 

•  the ability of the Company to maintain its listing on the TSX; 

•  the ability of the Company to create a financial foundation for the Company that will be able to 

support its long-term growth; 

•  the ability of the Company to achieve its financial goals; 
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•  the ability of the Company to comply with its contractual obligations, including, without 

limitation, its obligations under debt arrangements; 

•  the Company's future liquidity position, and access to capital, to fund ongoing operations and 

obligations (including debt obligations); 

•  the ability of the Company to stabilize its business; 

•  the ability of the Company to implement and successfully achieve its business priorities in order to 

stabilize the Company's business; 

•  the ability of the Company to execute its long-term growth strategy and/or not being delayed in 

executing such strategy; 

•  the successful licensing of products to third parties or to the Company, as applicable, to market 

and distribute such products on terms favourable to the Company; 

•  the ability of the Company to maintain key partnerships, and licensing and partnering 

arrangements, now and in the future;  

•  the ability of the Company to maintain its distribution networks and distribute its products 

effectively despite significant geographical expansion; 

•  the general regulatory environment in which the Company operates, including the areas of 

taxation, environmental protection, consumer safety and health regulation; 

•  the tax treatment of the Company and its subsidiaries and the materiality of legal and regulatory 

proceedings; 

•  the ability of the Company to successfully resolve regulatory investigations into the pricing of its 

products; 

•  the timely receipt of any required regulatory approvals, including in respect of the Company's 

pipeline of products; 

•  the general economic, financial, market and political conditions impacting the industry and 

countries in which the Company operates; 

•  the ability of the Company to sustain or increase profitability, fund its operations with existing 

capital, and/or raise additional capital to fund its operations or future acquisitions; 

•  the ability of the Company to meet its financial forecasts and projections over the next twelve 

months and beyond; 

•  the ability of the Company to acquire or in-license any necessary technology, products or 

businesses and effectively integrate such acquisitions or such in-licensed technology or products; 

•  the development and clinical testing of products under development; 

•  the ability of the Company to obtain necessary approvals for commercialization of the Company’s 

products from the FDA, the U.K. Medicines and Healthcare products Regulatory Agency, the 

EMA or other regulatory authorities; 

•  future currency exchange and interest rates; 
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•  the impact on the Company's business resulting from the Company's decision to terminate the 

Company’s Medicaid drug rebate agreement and pharmaceutical pricing agreement. The 

termination of these agreements could result in a decrease in sales volumes in the ADVANZ 

PHARMA North America segment and may be negatively perceived by public and political 

institutions. Any decrease in sales volumes could result in unexpected revenue erosion and could 

also have a negative impact on the contractual relationships between the Company and its 

suppliers, distributors and wholesalers. Any negative perception from public or political 

institutions could result in unexpected scrutiny. As a result, the termination of the Company’s 

Medicaid drug rebate agreement and pharmaceutical pricing agreement could have a material 

adverse effect on the Company's business, financial condition and results of operations; 

•  reliance on third party contract manufacturers to manufacture the Company’s products on 

favourable terms; 

•  reliance on third party distributors to distribute the Company's products on favourable terms; 

•  reliance on development partners to develop the Company's products; 

•  the ability of the Company to generate sufficient cash flow from operations and to access existing 

and proposed credit facilities and the capital markets to meet its future obligations on acceptable 

terms; 

•  potential competition to the Company’s pharmaceutical products, including competition created 

by pharmaceutical parallel trade; 

•  the availability of raw materials and finished products necessary for the Company’s products; 

•  the impact of increasing competition; 

•  the impact of the entry of competitive products, including the timing of the entry of such products 

in the market place; 

•  the ability of the Company to obtain and retain qualified staff, equipment and services in a timely 

and efficient manner; 

•  the ability of the Company to maintain and enforce the protection afforded by any patents or other 

intellectual property rights; 

•  the ability of the Company to conduct operations in a safe, efficient and effective manner;  

•  the results of continuing and future safety and efficacy studies by industry and government 

agencies related to the Company’s products;  

•  the ability of the Company to retain members of the senior management team, including but not 

limited to, the officers of the Company; 

•  the ability of the Company to successfully market its products and services;  

•  clinical commissioning groups and/or other healthcare groups in the markets in which the 

Company sells its products, including the U.K. and U.S., not making adverse prescribing 

recommendations against the Company's products; 

•  the impact of the U.K.’s referendum through which voters supported a withdrawal from the 

European Union. A significant portion of the Company’s business is in the U.K. pharmaceutical 

industry and a significant portion of the Company's contract manufacturers are in mainland 

Europe.  The U.K.’s exit from the European Union could result in a number of developments, 
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including, without limitation, regulatory changes in the pharmaceutical industry, cross-border 

tariff and cost structure changes or loss of access to European Union global trade 

markets.  Therefore, the U.K.’s exit from the European Union could have a material adverse effect 

on the Company’s business, financial condition and results of operations. In addition, the U.K.’s 

exit from the European Union may result in a period of uncertainty while the terms of such exit are 

being negotiated; 

•  a significant number of the Company’s products are vulnerable to price competition driven by 

PPT. PPT refers to pharmaceutical products that are put on the market in one country by the owner 

of the intellectual property rights to such products, or with the consent of the owner, that are 

subsequently imported into another country by a third party for secondary sale without the consent 

or authorization of the intellectual property right owner. Many of the Company’s products are 

distributed in the European Union, where PPT is common and, as a result, some of the Company’s 

products may be subject to price competition caused by PPT, which could have a material adverse 

effect on the Company’s business, financial condition and results of operations. In addition, PPT 

may restrict the Company’s ability to ensure that patients receive products designed for their local 

preferences and needs and possibly to the satisfaction of applicable governmental regulations in 

the jurisdiction of import. Moreover, as a result of PPT, packaging, manuals and instructions may 

be provided in a foreign language and may lack domestic telephone numbers and other important 

contact information for patient support, which may result in a diminished experience for the 

patient and diminished product reputation, which could have a material adverse effect on the 

Company’s business, financial condition and results of operations; 

•  the impact of the recently enacted HSMCA on the Company's business, including, without 

limitation, on the pricing of the Company's products in the U.K. and on the operations of the 

Company; and 

•  the Company’s operating results, financial condition and financial forecasts may fluctuate from 

period to period for a number of reasons, including as a result of events or occurrences disclosed 

in the Company’s public filings (including, without limitation, under the heading “Risk Factors” 

in this Annual Information Form).  As a result, the Company believes that quarter-to-quarter 

comparisons of results from operations or financial forecasts, or any other similar period-to-period 

comparisons, should not be construed as reliable indicators of the Company’s future performance. 

The events or occurrences described in the Company’s public filings, including, without 

limitation, under the heading “Risk Factors” in this Annual Information Form may cause the 

Company’s operating results and/or financial forecasts to fluctuate and such events or occurrences 

could have a material adverse effect on the Company’s business, financial condition and results of 

operations. In any period, the Company’s results may be below the expectations of market 

analysts and investors, which could cause the trading price of the Company’s securities to decline.  

Forward-looking statements contained in this Annual Information Form are based on the key assumptions described 

herein. Readers are cautioned that such assumptions, although considered reasonable by the Company, may prove to 

be incorrect. Actual results achieved during the forecast period will vary from the information provided in this 

Annual Information Form as a result of numerous known and unknown risks and uncertainties and other factors. The 

Company cannot guarantee future results. 

Risks related to forward-looking statements include those risks referenced herein and in the Company’s other filings 

with the Canadian securities regulators. Some of the risks and other factors which could cause actual results to differ 

materially from those expressed in the forward-looking statements contained in this Annual Information Form 

include, but are not limited to, the risk factors described above and included under the heading “Risk Factors” in 

this Annual Information Form. 

Forward-looking statements contained in this Annual Information Form are based on the Company’s current plans, 

expectations, estimates, projections, beliefs and opinions and the assumptions relating to those plans, expectations, 

estimates, projections, beliefs and opinions may change. Management has included the summary of assumptions and 

risks related to forward-looking statements included in this Annual Information Form for the purpose of assisting the 
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reader in understanding management’s current views regarding those future outcomes. Readers are cautioned that 

this information may not be appropriate for other purposes. Readers are cautioned that the lists of 

assumptions and risk factors contained herein are not exhaustive. Neither the Company nor any other person 

assumes responsibility for the accuracy or completeness of the forward-looking statements contained herein. 

Such forward-looking statements are made as of the date of this Annual Information Form and the Company 

disclaims any intention or obligation to update publicly any such forward-looking statements, whether as a result of 

new information, future events or results or otherwise, other than as required by applicable securities laws. 

All of the forward-looking statements made in this Annual Information Form are expressly qualified by these 

cautionary statements and other cautionary statements or factors contained herein, and there can be no assurance that 

the actual results or developments will be realized or, even if substantially realized, that they will have the expected 

consequences to, or effects on, the Company. 

Actual results, performance or achievements could differ materially from those expressed in, or implied by, any 

forward-looking statement in this Annual Information Form, and, accordingly, investors should not place undue 

reliance on any such forward-looking statement. New factors emerge from time to time and the importance of 

current factors may change from time to time and it is not possible for the Company’s management to predict all of 

such factors, or changes in such factors, or to assess in advance the impact of each such factors on the business of 

the Company or the extent to which any factor, or combination of factors, may cause actual results to differ 

materially from those contained in any forward-looking statement contained in this Annual Information Form. 

Refer to the “Restructuring and Capital Realignment” section of this Annual Information Form and the “Lending 

Arrangements and Debt” section of the Company’s MD&A for a further discussion on the Company’s financial 

position, liquidity and future outlook.  

CORPORATE STRUCTURE 

Name, Address and Incorporation 

ADVANZ PHARMA Corp. (formerly known as Concordia International Corp.) was incorporated pursuant to the 

provisions of the OBCA on January 20, 2010, under the name “Mercari Acquisition Corp.”. The Company 

completed its initial public offering on May 6, 2010, and was listed on the TSX-V as a capital pool company and 

subsequently on the NEX. On December 18, 2013, and prior to the completion of the Qualifying Transaction (as 

defined below), the Company changed its name to “Concordia Healthcare Corp.” and completed a consolidation of 

its share capital on a basis of one post-consolidation common share (each, a “Common Share” and collectively the 

“Common Shares”) of the Company for every 48.08 Common Shares existing immediately before the 

consolidation. The Company completed its qualifying transaction pursuant to the policies of the TSX-V by way of a 

reverse takeover of the Company by the shareholders of Concordia Private Co. on December 20, 2013 (the 

“Qualifying Transaction”). The Common Shares were de-listed from the NEX and re-listed for trading on the TSX 

under the symbol “CXR” on December 24, 2013. On June 29, 2015, the Common Shares commenced trading on the 

NASDAQ under the symbol “CXRX”. On January 1, 2016, by way of a short-form vertical amalgamation, 

Concordia Private Co. amalgamated with the Company. The name of the amalgamated entity remained “Concordia 

Healthcare Corp.” until June 27, 2016, when the Company changed its name to “Concordia International Corp.” to 

better reflect the global nature of the Company’s operations. The Common Shares were suspended from trading on 

NASDAQ on June 8, 2018. On July 19, 2018, the Company announced that as a result of the Company’s decision 

not to submit a plan to regain compliance with the continued listing requirements of the NASDAQ, NASDAQ made 

a determination to delist the Company’s securities from NASDAQ, effective July 30, 2018. On January 28, 2019, 

the Company made a filing under U.S. securities laws to suspend its U.S. reporting obligations, the first step in the 

process to cease being a reporting company in the U.S. The Company anticipates that it will have fully completed 

the U.S. deregistration process by mid-2019 (see “Legal Proceedings and Regulatory Matters” in this Annual 

Information Form for further information relating to the delisting from the NASDAQ). On November 29, 2018, the 

Company changed its name to “ADVANZ PHARMA Corp.” as part of a global rebrand in support of its strategy 

and vision. The Limited Voting Shares continue to be listed on the TSX under the symbol “ADVZ” and “ADVZ.U”.  
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For a description of the Share Consolidation and the Recapitalization Transaction, please see “Restructuring and 

Capital Realignment” in this Annual Information Form. 

The registered and head office of the Company is located at 5770 Hurontario Street, Suite 310, Mississauga, 

Ontario, L5R 3G5. The Company’s records office is located at 333 Bay St., Suite 2400, Toronto, Ontario M56 2T6. 

The Company operates out of facilities in Mississauga, Ontario and, through its subsidiaries, operates out of various 

international office locations with key offices located in: London, England; Dublin, Ireland; Sydney, Australia; 

Helsingborg, Sweden; Bridgetown, Barbados; St. Helier, Jersey, and; Mumbai, India. The Company leases all of its 

offices.  

Internal Reorganizations 

In the ordinary course of business, the Company reviews its corporate structure and operations and, where 

appropriate, may undertake a reorganization. The Company has completed various corporate structure and 

operational reorganization transactions in 2017 and 2018 that have resulted in a streamlining of such structure and/or 

operations, but which have not had a material impact on the Company’s results during the respective periods.  The 

Company may undertake similar transactions during 2019. 

Governance 

By-Laws - On September 6, 2018, as part of the Recapitalization Transaction, the Company’s existing by-laws were 

repealed and new general by-laws (the “General By-Laws”) of the Company were adopted and approved. The 

following is a summary only of the principal provisions of the General By-Laws. It does not purport to be complete 

and is subject to, and is qualified in its entirety by, the provisions of the General By-Laws, which are available on 

SEDAR online at www.sedar.com. 

The General By-Laws provide that a majority of directors then in office constitutes a quorum at any meeting of the 

Board, provided that at least one director elected or appointed by the holders of the Class A Special Shares and one 

director elected or appointed by the holders of the Class B Special Shares are present. If a quorum is not obtained 

within the first fifteen minutes following the start of the meeting, the directors may only deliberate on the meeting’s 

adjournment. If such a quorum is not obtained at any meeting, the meeting shall be adjourned and may be 

reconvened upon notice being given in accordance with the procedures established by the General By-Laws, at 

which reconvened meeting the quorum shall be a majority of the directors. For meetings of the Board, notice will be 

given to each director at least 48 hours before the time when the meeting is to be held. At all meetings of the Board, 

any questions will be decided by a majority of the votes cast and, in the case of an equality of votes, the chairperson 

of the meeting, whom shall be selected by a majority of the Board, shall not be entitled to a second or casting vote. 

Compositionally, the General By-Laws provide that at least 25% of directors of the Company must be resident 

Canadians; however, if the Company has less than four directors, at least one director must be a resident Canadian. 

Subject to certain exemptions, the Board is prohibited from transacting business at a meeting unless at least 25% of 

the directors present are resident Canadians or, if the Company has less than four directors, at least one of the 

directors present is a resident Canadian. Subject to the CBCA, the Company’s articles and the Investor Rights 

Agreement (as defined below), the General By-Laws establishes a standard set of procedures for the nomination of 

directors. 

Pursuant to the General By-Laws, the annual shareholders’ meeting shall be conducted on such day and at such time 

in each year as the Board may determine; additionally, the Board shall have the power to call a special shareholders 

meeting at any time, which may be combined with the annual shareholders meeting. Notice of a shareholders 

meeting will be sent at least 21 days, but not more than 60 days, before the meeting to each shareholder entitled to 

notice or to vote, in addition to each director and the auditor of the Company. Subject to legislative requirements and 

the consent of the directors, any person who is entitled to be present at a meeting of shareholders, which is limited to 

those who are entitled to vote or invited, may participate in the meeting. Subject to procedural requirements, each 

shareholder entitled to vote at a shareholders meeting may by means of proxy, appoint one or more proxy holders to 

attend and act in the meeting to the extent authorized by the proxy and such proxyholder shall be entitled to the same 

rights as the shareholder who appointed them. A quorum of shareholders is present at a shareholders meeting, 
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provided that a quorum shall not be less than two persons, if the holders of at least 25% of the shares of the 

Company entitled to vote at the meeting are present in person or represented by proxy. 

The Board shall manage, or supervise the management of, the business and affairs of the Company. In enacting this 

responsibility, to the extent permitted by the CBCA and the Company’s articles, the Board may on behalf of the 

Company: (a) borrow money upon the credit of the Company; (b) issue, reissue, sell or pledge debt obligations of 

the Company; (c) give financial assistance to any person by means of a loan, a guarantee to secure the performance 

of an obligation or otherwise; (d) create a security interest in all property of the Company to secure any obligation of 

the Company; (e) issue or grant options to purchase or rights to acquire unissued shares of the Company; and (f) 

declare dividends payable to the shareholders. Additionally, the Board shall also (a) appoint from its members an 

Audit Committee which shall have the functions provided in the CBCA; (b) subject to limitations provided in the 

CBCA, appoint additional committees of directors and delegate to such committees any of the power of the Board; 

(c) designate the offices of the Company and appoint persons to such offices; and (d) appoint agents or attorneys for 

the Company. Subject to the CBCA and the Company’s articles, the Board may from time to time delegate to a 

director, a committee of the Board or an officer or such other person or persons so designated by the Board, all or 

any of the powers conferred on the Board by the CBCA to such extent and in such manner as the Board shall 

determine. 

Articles of Amendment - See “Description of Equity Capital Structure - Share Capital “ in this Annual Information 

Form for information relating to the respective rights, privileges, restrictions and conditions for each class of shares 

of the Company. Further amendments to the articles of the Company provide that the Company is entitled to effect 

an acquisition by any individual, entity or group of direct or indirect beneficial ownership of 50% or more of the 

then issued and outstanding Limited Voting Shares pursuant to a purchase agreement (i) that would not require a 

“majority of the minority” vote pursuant to Multilateral Instrument 61-101 - Protection of Minority Security Holders 

in Special Transactions, subject to certain exceptions, (ii) that a majority of the Board, including one independent 

director has approved as being in the best interests of the Company and fair the holders of Limited Voting Shares, 

and (iii) which has been approved by the holders of a majority of the issued and outstanding Limited Voting Shares 

by written consent or at a duly constituted meeting of the holders of Limited Voting Shares called to consider, and if 

deemed advisable, approve a change of control transaction contemplated by such purchase agreement.  The 

entitlement of the Company to effect such a transaction is subject to the satisfaction of the procedure and applicable 

terms provided in the articles of the Company. 

Investor Rights Agreement - See “Restructuring and Capital Realignment” in this Annual Information Form for a 

description of the material terms of the Investor Rights Agreement (as defined below). 

RESTRUCTURING AND CAPITAL REALIGNMENT 

In 2017, the Company announced as part of its long-term strategy an objective to realign its capital structure, which 

included an intention to significantly reduce the Company’s existing secured and unsecured debt obligations. On 

October 20, 2017, as part of the Company’s efforts to realign its capital structure, the Company and one of its 

wholly-owned direct subsidiaries commenced a court proceeding under the CBCA (the “CBCA Proceedings”). The 

CBCA is a Canadian corporate statute that includes provisions that allow Canadian corporations to restructure 

certain debt obligations, and is not a bankruptcy or insolvency statute. The order issued by the Court (the “CBCA 

Order”) provides a stay of proceedings against any third party that is party to or a beneficiary of any loan, note, 

commitment, contract or other agreement with the Company or any of its subsidiaries, including the Company’s 

debtholders, from exercising any rights or remedy or any proceeding, including, without limitation, terminating, 

demanding, accelerating, setting-off, amending, declaring in default or taking any other action under or in 

connection with any loan, note, commitment, contract, or other agreement of the Company and its subsidiaries. 

On May 2, 2018, the Company announced that it had executed a support agreement with debtholders holding in 

aggregate approximately 72% of its affected secured debt (the “Secured Debtholders”) and approximately 64% of 

its affected unsecured debt (the “Unsecured Debtholders”) in connection with a recapitalization transaction (the 

“Recapitalization Transaction”) that would raise new equity capital of $586.5 million and reduce the Company’s 

total outstanding debt by approximately $2.4 billion. In addition, as part of the Recapitalization Transaction, the 

Company confirmed the amount payable as a result of the termination of the Currency Swaps of $114,431 (the 

“Cross Currency Swap Liability”). The Recapitalization Transaction resulted in, among other things: affected 



- 14 - 

 

Secured Debtholders receiving, in exchange for their secured claims, cash and new secured debt in an aggregate 

amount equal to approximately 93.4% of the principal amount of their existing secured claims (taking into account 

5% early consent cash consideration); affected Unsecured Debtholders receiving, in the aggregate, approximately 

12% of the Limited Voting Shares upon implementation of the Recapitalization Transaction in exchange for their 

unsecured claims (taking into account Common Shares to be issued as early consent consideration); and existing 

shareholders (the “Shareholders”) retaining 0.35% of the Limited Voting Shares upon implementation of the 

Recapitalization Transaction. In addition, all other equity interests in the Company, including all options, warrants, 

rights or similar instruments, were cancelled on implementation of the Recapitalization Transaction pursuant to the 

CBCA plan of arrangement (the “Plan”), and all equity claims, other than existing equity class action claims against 

the Company (the “Existing Equity Class Action Claims”), were released pursuant to the Plan, provided that any 

recovery in respect of any Existing Equity Class Action Claims were limited to recovery as against any applicable 

insurance policies maintained by the Company. In connection with the Recapitalization Transaction, the Court 

issued an interim order on May 2, 2018, authorizing the holding of meetings of affected debtholders and 

shareholders to vote on the Plan pursuant to which the Recapitalization Transaction was to be implemented. On June 

19, 2018, the Company announced that at the meetings of the Secured Debtholders and the Unsecured Debtholders 

and at the annual and special meeting of the Shareholders, that the Secured Debtholders, Unsecured Debtholders and 

Shareholders approved the implementation of the Recapitalization Transaction pursuant to the Plan. On June 26, 

2018 the Company obtained a final court order (the “Final Order”) from the Court approving the Plan. Pursuant to 

the Court approval of the Plan, the Company completed the Recapitalization Transaction on September 6, 2018. 

The Recapitalization Transaction included, among other things, the following key elements: 

(a) the Company’s total debt was reduced by approximately $2.4 billion and its annual cash interest 

expense was reduced by approximately $170 million; 

(b) $586.5 million in equity, excluding $44 million of fees, was invested pursuant to a private 

placement (the “Private Placement”) by certain parties that executed the subscription agreement 

with the Company dated May 1, 2018, in exchange for new Limited Voting Shares representing in 

the aggregate approximately 87.69% of the outstanding Limited Voting Shares upon 

implementation of the Recapitalization Transaction, but prior to the issuance of the Limited 

Voting Shares issued in connection the Management Co-Invest (as defined below); 

(c) the Company’s secured debt, including the Cross Currency Swap Liability (together, the 

“Exchanged Secured Debt”), in the aggregate principal amount of approximately $2.1 billion, 

plus accrued and unpaid interest was repaid with (i) cash in the amount of approximately $19 

million equal to outstanding accrued and unpaid non-compound interest (calculated at contractual 

non-default rates) in respect of the Exchanged Secured Debt, (ii) cash in the amount of 

approximately $605 million (taking into account early consent cash consideration for holders of 

Exchanged Secured Debt entitled to early consent cash consideration under the Plan), and (iii) 

approximately $1.36 billion of new secured debt (the “New Secured Debt”) comprised of new 

senior secured term loans (approximately $1.06 billion, denominated in U.S. dollars and European 

Euros) and new senior secured notes (approximately $300 million, denominated in U.S. dollars); 

(d) the Company’s unsecured debt (the “Unsecured Debt”) in the aggregate principal amount of 

approximately $1.6 billion, plus accrued and unpaid interest, was repaid with new Limited Voting 

Shares representing in the aggregate approximately 11.96% of the outstanding Limited Voting 

Shares upon implementation of the Recapitalization Transaction (taking into account early consent 

shares issued to holders of Unsecured Debt entitled to early consent consideration under the Plan), 

but prior to the issuance of the Limited Voting Shares issued in connection with the Management 

Co-Invest; 

(e) the Shareholders retained their Common Shares, subject to a 1-for-300 Common Share 

consolidation (the “Share Consolidation”) and a re-designation of such Common Shares as 

Limited Voting Shares pursuant to the Plan, representing approximately 0.35% of the outstanding 

Limited Voting Shares of the Company upon implementation of the Recapitalization Transaction, 
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but prior to the issuance of the Limited Voting Shares issued in connection with the Management 

Co-Invest; 

(f) all other equity interests in the Company, including all options, warrants, rights or similar 

instruments, were cancelled pursuant to the Plan, and all Existing Equity Class Action Claims, 

were released pursuant to the Plan and the Final Order, provided that any recovery in respect of 

such Existing Equity Class Action Claims was limited pursuant to the Plan and the Final Order to 

recovery from any applicable insurance policies maintained by the Company, subject to certain 

exceptions; 

(g) any and all (i) defaults resulting from the CBCA Proceedings, and (ii) third party change-of-

control provisions that may have otherwise been triggered by the Recapitalization Transaction, 

have been permanently waived pursuant to the Plan and the Final Order; 

(h) obligations to customers, suppliers and employees (other than the cancellation of certain equity 

interests, as described above) were not affected by the Recapitalization Transaction; and 

(i) pursuant to the Plan, certain amendments were made to the Company’s articles to, among other 

things, amend the Company’s authorized capital and provisions attaching to certain classes of 

shares, and the Company’s existing by-laws were repealed and the General By-Laws were adopted 

and approved. 

In connection with the implementation of the Recapitalization Transaction, the debt agreements that were entered 

into to finance the acquisition of AMCo (“Term Loan Facilities”), including the AMCo Term Loans, the 2016 Note 

Indenture, the AMCo Note Indenture, and the Currency Swaps, were extinguished and the following debt facilities 

were created: 

(a) The Company entered into a credit agreement (the “New ADVANZ PHARMA Credit 

Agreement”) on September 6, 2018 pursuant to which a syndicate of lenders made available 

secured term loans at par in the aggregate principal amounts of $799.4 million in one tranche (the 

“New USD Term Loan”) and €222.8 million in a separate tranche (the “EUR Term Loan”, and 

together with the New USD Term Loan, the “New Term Loans”). The New Term Loans were 

made available to the Company, as part of the re-financing of Exchanged Secured Debt, including 

the Term Loan Facilities, pursuant to the implementation of the Recapitalization Transaction. All 

obligations of the Company under the New Term Loans are guaranteed by all current and future 

material subsidiaries of the Company and include security of first priority interests in the assets of 

the Company and its material subsidiaries. The New Term Loans have a maturity date of 

September 6, 2024, have variable interest rates and require quarterly principal repayments at a rate 

of 0.5%, with the first principal repayment having been made on December 31, 2018. Interest rates 

are calculated based on LIBOR and EURIBOR plus applicable margins on the New USD Term 

Loan and EUR Term Loan, respectively, with a LIBOR or EURIBOR floor of 1%. 

(b) On September 6, 2018, the Company issued at par approximately $300 million of 8.00% senior 

secured first lien notes due on September 6, 2024 (the “New Secured Notes”). The New Secured 

Notes were issued by the Company, as part of the re-financing of Exchanged Secured Debt, 

including the Secured Notes, pursuant to the implementation of the Recapitalization Transaction. 

All obligations of the Company under the New Secured Notes are guaranteed by all current and 

future material subsidiaries of the Company and include security of first priority interests in the 

assets of the Company and its material subsidiaries. The New Secured Notes require no payment 

of principal throughout their term. Interest on the New Secured Notes is payable semi-annually on 

April 1st and October 1st of each year, with the first interest payment scheduled for April 1, 2019. 

In connection with the implementation of the Plan, the Company entered into an investor rights agreement dated as 

of September 6, 2018 (the “Investor Rights Agreement”) among the parties that participated in the Private 

Placement, the funds managed, advised or sub-advised GSO as set forth in Appendix A of the Investor Rights 

Agreement (the “GSO Parties”) and the funds managed, advised or sub-advised by Solus as set forth in Appendix B 
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of the Investor Rights Agreement (the “Solus Parties”) (collectively, the “Shareholder Parties” and each a 

“Shareholder Party”). The Company also amended its articles to reflect certain aspects of the governance 

arrangements which became effective upon implementation of the Plan. The main terms of the Investor Rights 

Agreement are summarized below. See “Description of Equity Capital Structure - Share Capital” in this Annual 

Information Form for information relating to the respective rights, privileges, restrictions and conditions for each 

class of shares of the Company. 

Pursuant to the Company’s articles, due to their Class A Special Share ownership, for so long as the GSO Parties 

collectively beneficially own at least 24.9% of the outstanding Limited Voting Shares, the GSO Parties are entitled 

to appoint two directors to the Board. Additionally, the terms of the Investor Rights Agreement stipulate that a 

second director appointee can only occur after the earlier of (i) the date on which a third independent director is 

appointed to the Board (following the earlier appointment of two independent directors on the Board), and (ii) 

September 6, 2019. 

Under the Investor Rights Agreement, for the 18-month period following September 6, 2018, the nomination of one 

of the replacement independent directors must receive the approval of a majority of a nominating committee (the 

“Nominating Committee”) composed of each shareholder party to the Investor Rights Agreement beneficially 

owning more than 7.5% of the outstanding Limited Voting Shares from time to time, and the nomination of all other 

replacement independent directors must receive the approval of a majority of the Nominating Committee and at least 

one of the GSO Parties, as a whole, or Solus Parties, as a whole. Following the initial 18-month period, each 

replacement independent director shall be nominated by the Board. 

Under the Investor Rights Agreement, for the 15-month period following September 6, 2018, the GSO Parties have 

the right to appoint an observer to attend all Board and Board committee meetings in a non-voting, observer 

capacity. 

Pursuant to the Investor Rights Agreement, subject to the prior consent of the GSO Parties and the Solus Parties 

(provided that the GSO Parties beneficially own at least 12.5% of the outstanding Limited Voting Shares and the 

Solus Parties beneficially own at least 12.5% of the outstanding Limited Voting Shares), Shareholder Parties 

collectively beneficially owning at least 33 1/3% of the outstanding Limited Voting Shares may request that the 

Board form a committee (the “Exit Event Committee”) to explore the following exit events (each, an “Exit 

Event”): 

(a) a sale of a majority of the Limited Voting Shares or a merger, amalgamation, arrangement or other 

business combination, in each case resulting in a change of control of the Company; or 

(b) the sale of all or substantially all of the assets of the Company and its subsidiaries. 

The Exit Event Committee, to the extent formed, will be comprised of the directors appointed by the GSO Parties 

and the Solus Parties (provided that each of the GSO Parties and the Solus Parties collectively beneficially owns at 

least 12.5% of the Limited Voting Shares) and two of the independent directors on the Board. Pursuant to the 

Company’s articles, an Exit Event may occur without any further action of the shareholders of the Company if, 

among other things: 

(a) such Exit Event has been approved by a majority of the Board, including at least one independent 

director; and 

(b) the holders of at least a majority of the Limited Voting Shares have consented in writing or have 

voted in favor of such Exit Event at a shareholder meeting. 

The Investor Rights Agreement provides the shareholders party to it, including the GSO Parties, with various 

additional rights, including, among others, (i) information rights, (ii) customary pre-emptive rights, subject to 

customary exceptions, (iii) the Company’s agreement not to delist from the TSX prior to September 6, 2020 unless 

at least 60% of the holders of the Limited Voting Shares vote in favour of such action, (iv) certain restrictions on 

related party transactions, and (v) customary tag-along rights on sales of 25% or more of the Company’s shares to an 

unaffiliated third party (subject to certain exceptions). 
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As of December 31, 2018, the Company’s liquidity primarily consisted of approximately $224 million (2017 - $327 

million) of cash and cash equivalents. The Company's capital structure is comprised of debt totaling $1,349,163 and 

shareholders’ equity of $196,664.  

GENERAL DEVELOPMENT OF THE BUSINESS 

Significant Acquisitions 

The Company has not completed any significant acquisitions during the past three years. 

Three Year History 

Equity Financing Transactions 

The Company has completed the following equity transactions during the past three years:  

 On September 6, 2018, as part of the Recapitalization Transaction, the Company completed the 

Private Placement for aggregate gross proceeds of $586.5 million by certain parties in exchange 

for Limited Voting Shares representing in the aggregate approximately 87.69% of the outstanding 

Limited Voting Shares upon implementation of the Recapitalization Transaction, but prior to the 

issuance of the Limited Voting Shares issued in connection the Management Co-Invest. The 

subscription agreements effecting the Private Placement were executed by the parties on May 1, 

2018.  

 On September 6, 2018, as part of the Recapitalization Transaction, the Company issued 5,841,857 

Limited Voting Shares, with a market value of $13.69 per share, in exchange for the Unsecured 

Debt pursuant to the Plan for a total value of approximately $80 million.  

 On September 7, 2018, the Company issued 59,247 Limited Voting Shares to certain employees of 

the Company for gross proceeds of approximately $811 thousand, net of transaction costs of 

approximately $6 thousand. The Limited Voting Shares were issued at a share price of $13.69.   

See the “Restructuring and Capital Realignment” section in this Annual Information Form for further details 

relating to the above described equity financing transactions.  

Funding Arrangements 

The Company completed the following material funding arrangements during the past three years: 

 On September 6, 2018, as part of the Recapitalization Transaction, the Company: (i) entered into 

the New ADVANZ PHARMA Credit Agreement for the New Term Loans; and (ii) issued the 

New Secured Notes. As a result, the Exchanged Secured Debt, in the aggregate principal amount 

of approximately $2.1 billion, plus accrued and unpaid interest was repaid and extinguished in 

exchange for cash and the New Secured Debt. Please see “Restructuring and Capital 

Realignment” in this Annual Information Form for a description of both funding arrangements.  

 On August 15, 2016, the Company, through a direct, wholly-owned subsidiary, entered into a 

cross-currency swap agreement (the “August Swap Agreement”) in order to reduce the 

Company’s exposure to exchange rate fluctuations between GBP and USD on certain repayments 

of its long-term debt agreements. The pay fixed GBP / receive fixed USD cross-currency swap had 

a notional principal amount of $382 million and converted this amount of the Company’s USD 

debt obligations into a GBP obligation with a notional principal amount of approximately GBP 

297 million. The maturity date of the August Swap Agreement was April 15, 2023. In addition, on 

November 3, 2016, the Company, through a direct, wholly-owned subsidiary, entered into a cross-

currency swap agreement (the “November Swap Agreement”, and together with the August 

Swap Agreement, the “Currency Swaps”) in order to further reduce the Company’s exposure to 

exchange rate fluctuations between GBP and USD. The pay fixed GBP / receive fixed USD cross-

currency swap had a notional principal amount of $350 million and converted this amount of the 



- 18 - 

 

Company’s USD debt obligations into a GBP obligation with a notional principal amount of 

approximately GBP 287 million, excluding interest. The maturity date of the November Swap 

Agreement was April 1, 2022. On October 20, 2017, in connection with the CBCA Proceedings, 

the counterparty to the Currency Swaps notified the Company and its wholly-owned subsidiary 

that it would be terminating the Currency Swaps effective October 23, 2017. The Company 

subsequently entered into a settlement agreement with the counterparty, whereby the Company is 

required (among other things) to cause the making of interest payments on a purported termination 

the Cross Currency Swap Liability until the earlier of (i) the successful completion of the 

Recapitalization Transaction; (ii) the conclusion or termination of the CBCA Proceedings; and 

(iii) October 23, 2018. On September 6, 2018, the  Cross Currency Swap Liability was repaid 

pursuant to the Recapitalization Transaction. See “Restructuring and Capital Realignment” in this 

Annual Information Form for further information related to the repayment of the Currency Swaps.  

 On April 21, 2016, the Company announced that it had formed a special committee of independent 

directors to consider various strategic alternatives potentially available to the Company. On 

October 13, 2016, the Company closed a private offering of $350 million of 9% senior secured 

first lien notes due 2022 (the “2016 Notes”) issued pursuant to a note indenture dated October 13, 

2016 (the “2016 Note Indenture”) between the Company, certain of its subsidiaries and U.S. 

Bank National Association, as trustee and collateral agent. Pursuant to the terms and provisions of 

a note purchase agreement dated October 6, 2016 by and among the Company, certain of its 

subsidiaries and the 2016 Note Purchase Underwriters, (the “2016 Note Purchase Agreement”), 

the 2016 Notes were priced at 100% of their face amount and bore interest at a rate of 9%, payable 

on April 1 and October 1 of each year, beginning on April 1, 2017 and were due to mature on 

April 1, 2022. The 2016 Notes were guaranteed, jointly and severally, on a senior secured basis by 

certain of the Company’s existing and future direct and indirect subsidiaries (the “2016 Note 

Guarantors”). The 2016 Notes and the guarantees were secured, subject to permitted liens, by the 

same first priority liens that had secured the 2016 Note Guarantors’ obligations under the Existing 

Credit Agreement, and ranked senior in right of payment to all of the Company’s subordinated 

indebtedness, as well as the subordinated indebtedness of the 2016 Note Guarantors, and equal in 

right of payment with all of the Company’s and the 2016 Note Guarantors’ existing and future 

senior indebtedness, including indebtedness under the Existing Credit Agreement. The 2016 Notes 

and the guarantees were effectively pari passu with the Company’s and the 2016 Note Guarantors’ 

existing and future indebtedness secured by a first priority lien on the collateral, including the 

Existing Credit Agreement, and senior to all of the Company’s and the 2016 Note Guarantors’ 

existing and future unsecured indebtedness and secured indebtedness that was not secured by a 

lien on the collateral securing the 2016 Notes or that was secured by junior liens, in each case to 

the extent of the value of the collateral securing the 2016 Notes. The 2016 Notes and guarantees 

were also structurally subordinated to all existing and future obligations, including indebtedness 

and trade payables, of any of the Company’s subsidiaries that did not guarantee the 2016 Notes. In 

connection with the Recapitalization Transaction, the Company’s secured debt (including but not 

limited to the 2016 Notes) plus accrued and unpaid interest thereto were repaid. See 

“Restructuring and Capital Realignment” in this Annual Information Form for further information 

related to the repayment of the 2016 Notes. 

DESCRIPTION OF THE BUSINESS 

The Company is an international specialty pharmaceutical company focused on serving the needs of patients and 

healthcare providers around the world with continued access to high quality, niche established medicines. In 

addition to its corporate cost centre, the Company has two reporting segments, which consist of ADVANZ 

PHARMA International, which is the Company’s international reportable operating segment selling generic and 

legacy medicines, and ADVANZ PHARMA North America, which is the Company’s North American reportable 

operating segment,. As part of the Company’s name change and global rebrand, during the fourth quarter of 2018, 

the Company’s management changed the names of the Company’s two reporting segments from “Concordia 

International” to “ADVANZ PHARMA International”, and “Concordia North America” to “ADVANZ PHARMA 

North America”, respectively. The composition of the Company's reporting segments and the manner in which 

operating results are reported have not changed. 
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The Company has an international footprint with sales in more than 90 countries, and has a diversified portfolio of 

more than 200 established, off-patent products. The Company also markets Photofrin® for the treatment of certain 

forms of cancer. As at December 31, 2018, the Company employed 435 employees. 

During each of the two most recently completed financial years, there were no sales or transfers to (i) joint ventures 

in which the Company is a participant or entities in which the Company has an investment accounted for using the 

equity method; or (ii) controlling shareholders.  

Intercorporate Relationships 

Information about the intercorporate relationships among the Company and its significant subsidiaries is provided in 

Appendix “B” to this Annual Information Form. Provided directly below is an illustration of the Company’s global 

presence. 

 
* “CIS” means the Commonwealth of Independent States and “CEE” means Central and Eastern Europe. 

 

Reportable Operating Segment Summary Table 

The following chart sets out, for each of the two most recently completed financial years, the revenue for each 

reportable operating segment of the Company derived from sales to customers outside of the Company: 

 

 Revenues (in Millions) 

Reportable Operating Segment Year ended December 31, 2018 Year ended December 31, 2017 

ADVANZ PHARMA International $403.7 $465.4 

ADVANZ PHARMA North America $133.3 $160.8 

 

Competition 

Competitors in the pharmaceutical market range from large multinational pharmaceutical and development 

corporations to small, single product companies that may limit their activities to a therapeutic area, region or 

territory. Competition also comes from other companies, which develop and commercialize formulations that are 
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suitable or interchangeable with marketed brands. The Company competes with a variety of pharmaceutical 

companies. At the present time, there are generic and competitive products on the market that compete with many of 

the Company’s products. 

With respect to competition for its acquisition, in-licensing and development strategy, the Company competes 

principally with the following types of companies: (a) other pharmaceutical companies seeking to acquire or in-

license pharmaceutical products; and (b) companies developing drugs which could one day compete with the 

Company’s drugs. With respect to (a), the Company believes that these companies typically focus on under-

promoted products in specific therapeutic niches that offer growth potential through synergistic sales and marketing 

efforts. To the Company’s knowledge, there are few companies that have the same geographic reach as that of the 

Company and that compete in the same market. Given this geographic reach, and since the Company is not focused 

on specific therapeutic classes, it has a platform that allows it to purchase diversified products and product bundles. 

Long-Term Growth Strategy 

 

The Company adopted a long term corporate strategy to be the leading platform for niche established medicines with 

advanced commercial capabilities in Western Europe through a combination of pipeline development and 

acquisition. The Company’s strategy is captured by the acronym “PLAN”:  

 Product Expansion - The Company will expand its product portfolio to deliver mid-term value and long-

term growth, through pipeline, optimisation, partnerships and acquisition. 

 Leverage Global Capability - People, commercial, geography. The Company will deliver a lean and fully 

leveraged operating model in all areas. 

 Acquire & Integrate - The Company will seek and secure acquisition opportunities (product and key market 

commercial capabilities) to deliver short term growth and mid-term value. 

 New Start / Vision - The Company will re-energise through clarity, culture, brand and leadership. 

ADVANZ PHARMA INTERNATIONAL 

Overview 

ADVANZ PHARMA International operates as an international specialty pharmaceutical company, owning or 

licensing a broad portfolio of branded and generic prescription products that are sold to wholesalers, hospitals and 

pharmacies in over 90 countries. ADVANZ PHARMA International specializes in the acquisition, licensing and 

development of off-patent prescription medicines, which may be niche, hard-to-make products. ADVANZ 

PHARMA International’s medicines are manufactured through an out-sourced manufacturing network and may be 

marketed through a combination of direct sales and local distribution relationships. As at December 31, 2018, 

ADVANZ PHARMA International employed 391 employees. As at December 31, 2018, ADVANZ PHARMA 

International’s diversified product portfolio consisted of approximately 180 products, representing a variety of 

dosage strengths, formulations and geographic markets and covering a range of therapeutic categories, including 

endocrinology, neurology, ophthalmology and urology. 

ADVANZ PHARMA International focuses on off-patent pharmaceutical products. In many cases, ADVANZ 

PHARMA International’s products have prescription histories dating back decades, which reduces the risk of any 

new undetected side-effect profiles that could materially alter prescribing habits. ADVANZ PHARMA 

International’s top products are often complex to manufacture and register with applicable drug product regulatory 

authorities, and face a lower risk of innovation due to the off-patent stage of their life cycle. 

Products 

The following table and subsequent product descriptions provide an overview of ADVANZ PHARMA 

International’s top four (4) products for the years ended December 31, 2018 and December 31, 2017, and illustrates 

the level of diversity across ADVANZ PHARMA International’s product portfolio. 
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ADVANZ PHARMA International’s Top 4 Products 

Product (i.e., Molecule) Indication 

Sold in no. of 

countries 

International 

Rights 

Percentage of the Company’s 

Total Consolidated Revenue
(1)

 

2018 2017 2018 2017 

Macrobid® / Macrodantin® 

(nitrofurantoin) 

Urinary tract 

infections 
15 16 

√ 
10.7% 7.6% 

Eltroxin® (levothyroxine 

sodium) 
Hypothyroidism 13 11 √ 4.7% 4.5% 

Fucithalmic® (fusidic acid) 
Bacterial 

conjunctivitis 
55 66 √ 4.7% 4.3% 

Zapain ® (Codeine 

Phosphate + Paracetamol) 

Severe Pain 

Relief 
3 3 √ 4.3% 4.0% 

Notes: 

(1) The revenue percentages provided in the table above reflect the aggregate revenue with respect to each product. As a result, these revenue 

percentages may reflect sales of the branded and/or generic form of a product distributed by ADVANZ PHARMA International. 

Macrobid® / Macrodantin® (nitrofurantoin) 

Nitrofurantoin is used to treat bladder infections, such as cystitis and urinary tract infections. These are common 

infections where many antibiotics are used and, as a result, bacteria are becoming resistant to some of them. At this 

time, there is less resistance to nitrofurantoin. The product is used across all ages and can also be used to prevent 

bladder infections in vulnerable patients. 

Eltroxin® (levothyroxine sodium) 

Levothyroxine sodium treats patients with an underactive thyroid gland, which leads to a deficiency of the hormone 

thyroxine (a condition known as hypothyroidism). Hypothyroidism is treated by this daily treatment, which is 

continued and monitored for life. 

Fucithalmic® (fusidic acid) 

Fusidic acid takes the form of a topical gel treatment for patients of all ages suffering with a bacterial infection of 

the surface lining of the front of the eye (a condition known as conjunctivitis). Conjunctivitis causes the eye to be 

red, painful and sticky, resulting in a considerable disability for patients and significant inconvenience for the carers 

of babies, children or the elderly suffering with this condition. 

Codeine Phosphate and Paracetamol 

Both Codeine Phosphate and Paracetamol are well known and popular painkillers that work differently to relieve 

pain. Combining the two gives stronger pain relief and can be used for conditions of severe pain such as back pain, 

toothache, severe sprains and strains and pain after operations. Depending on the severity of the pain, there are a few 

possible doses that vary in the content of codeine. 
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Asset Impairments 

During the year ended December 31, 2018, the Company recorded total impairments of approximately $57,560 of 

all of which related to the ADVANZ PHARMA International product portfolio. 

During the second and fourth quarters of 2018, the Company determined that certain triggering events had occurred 

with respect to certain products within the ADVANZ PHARMA International portfolio. These triggering events 

required management to perform tests for impairment. The triggering events included issues experienced with 

respect to product supply, and/or increased product competition resulting in a decrease to future profit forecasts. The 

total impairment recorded during the second quarter was $7,935, primarily related to an impairment on 

Dicycloverine of $4,855 as a result of product supply challenges. 

The total impairment recorded during the fourth quarter was $49,625, which included acquired product rights of 

$44,715 primarily related to Carbimazole and Biperiden Hydrochloride and $4,910 of in-process research and 

development.  

See the “Corporate and Other Costs” section of the Company’s MD&A for the year ended December 31, 2018 for 

further details of these impairments. 

Product Development and Production 

ADVANZ PHARMA International utilizes an asset-light business model that focuses on the registration and 

regulatory maintenance of acquired, in-licensed and own-developed products. New products are acquired and in-

licensed as well as developed by contract research organizations that are managed by ADVANZ PHARMA 

International’s in-house team, mainly to develop new formulations and dosage strengths of existing products. 

ADVANZ PHARMA International’s medicines are predominantly manufactured in Western Europe by a number of 

CMOs. ADVANZ PHARMA International enters into contractual arrangements with third parties pursuant to which 

ADVANZ PHARMA International and such third parties negotiate the pricing of materials including, but not 

limited to, raw materials and active pharmaceutical ingredients. Its operations are managed by core management 

teams in Ireland, Jersey and the U.K. and supported by commercial and regulatory teams in certain international 

markets. In addition, ADVANZ PHARMA International’s Centre of Excellence in Mumbai, India provides routine 

operational functions ranging from regulatory, quality, supply chain, medical marketing, customer service, 

information technology and finance. 

ADVANZ PHARMA International outsources all product manufacturing services to a number of third-party CMOs. 

ADVANZ PHARMA International has maintained long-term relationships with its key suppliers, managed through 

its European operations. ADVANZ PHARMA International has, where possible, purposefully concentrated its 

supplier base in Europe in order to be close to its manufacturers, which allows ADVANZ PHARMA International to 

more readily monitor the manufacturing process. 

Manufacturing certain of ADVANZ PHARMA International’s products can be challenging due to factors such as 

low microgram formulations or difficult stability profiles. Technologies used to make the products often date back 

decades to the time regulatory approvals were obtained under previous regulatory regimes. 

Through a program of operational optimization initiatives, ADVANZ PHARMA International has improved its 

supplier network, optimizing the operations management team and implementing business interruption insurance, a 

and implemented safety stock policy and a dual sourcing program for key products, which establishes secondary 

sources of finished dosage form and active pharmaceutical ingredients for key products. ADVANZ PHARMA 

International utilizes long-term supplier contracts and its products are distributed to customers directly and indirectly 

by way of third-party distributors. 

Mumbai Centre of Excellence 

The Company operates a Centre of Excellence in Mumbai, India. 
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The Company utilizes a balanced mix of employees in India with varied academic backgrounds to provide a full 

range of routing business services. Such services include: 

 commercial activities, including, business intelligence research, market analytics and marketing 

campaign administration; 

 regulatory and medical activities, including, license administration and document management; 

 quality compliance and product release activities; 

 global operations activities, including forecasting, order processing and vendor administration; 

 product development activities, including, regulatory filings and product dossier compliance; 

 finance activities, including financial reporting and consolidation; and 

 human resources, information technology and other support functions. 

Sales and Distribution 

ADVANZ PHARMA International’s products are sold and distributed through two models: the direct presence 

model and the distributor markets model. ADVANZ PHARMA International utilizes the direct presence model for 

sales in its regional hubs markets and utilizes the distributor model for sales in its distributor markets. Based on 

strategic considerations and when appropriate, ADVANZ PHARMA International will shift a market from one 

model to the other. 

Regional Hubs 

ADVANZ PHARMA International has a direct sales presence and commercial teams through wholly-owned 

subsidiary distributiors in the U.K., Ireland, Australasia and the Nordic region markets. Through this model, 

ADVANZ PHARMA International has full control over its sales and marketing efforts with the use of an in-house, 

on-the-ground commercial team that targets potential customers in specific segments of the local market. 

Distributor Markets 

In markets where ADVANZ PHARMA International uses third party distributors for sales and distribution, 

ADVANZ PHARMA International utilizes area/country managers. These area/country managers may be responsible 

for a country or a region. They manage distributors, train and monitor third-party sales forces and identify portfolio 

optimization opportunities. In certain markets, such as South America and China, ADVANZ PHARMA 

International manages distributors remotely and uses its marketing and/or distribution relationships to drive sales. 

Key Markets, Growth and Marketing Strategy 

All of ADVANZ PHARMA International’s pharmaceutical products are off-patent medicines with well-established 

prescribing histories that are at the end of their product life cycle. ADVANZ PHARMA International typically does 

not participate in areas where other pharmaceutical companies continue to invest significantly to find more effective 

treatments that will disrupt the market for existing medications when they are released, such as products relating to 

cancer or diabetes. Also, ADVANZ PHARMA International’s off-patent products are sold across developed and 

emerging market countries. ADVANZ PHARMA International’s diverse product portfolio consists of off-patent 

branded prescription products and niche, un-branded products in various oral, injectable and topical forms. 

In 2018, sales to customers in the U.K. accounted for a significant portion of ADVANZ PHARMA International’s 

revenue while sales in over 92 other countries including various European countries and Australasia accounted for 

the remaining revenue. In connection with the Company’s “PLAN” strategy, the Company intends to expand into 

other key European markets, such as Germany and France. 
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United Kingdom 

The U.K. pharmaceutical industry is one of the largest pharmaceutical industries in Europe. The Company believes 

that there are favourable market drivers in the U.K. including population growth, favourable demographics and 

demand for off-patent medicines. The off-patent pharmaceutical market in the U.K. has different regulatory schemes 

for branded and un-branded medicines. For branded products, the VPAS (Voluntary Pricing and Access Scheme) 

established in 2019, controls the cost of branded medicines to the National Health Service. For un-branded products, 

the government has established a self-regulating market that is designed to increase competition and drive down the 

costs of medicines, with various regulatory powers in place to allow the health authorities to intervene in certain 

circumstances (as described in more detail below). The proportion of un-branded drugs sold in the U.K. 

pharmaceutical market is significantly higher than other markets. This is due to the: 

 existence of national bodies, such as the National Institute of Health and Clinical Experience, that 

assess and regulate the availability of new patented drugs; 

 high propensity of doctors and the Department of Health to prescribe drugs on an international 

non-proprietary name basis; and 

 ability of pharmacists to substitute un-branded equivalent products from different manufacturers. 

Most of ADVANZ PHARMA International’s products sold in the U.K. are un-branded products, in various oral, 

injectable and topical forms that are priced through market dynamics. ADVANZ PHARMA International has 

targeted strategies for three different categories of the U.K.’s pharmaceutical market: (i) Specialty/Hard to Make, (ii) 

Generics, and (iii) Branded. 

Specialty/Hard to Make 

Due to the uniqueness and age of certain medicines and the corresponding manufacturing processes, ADVANZ 

PHARMA International considers such medicines to be hard to make and maintain. In this market, ADVANZ 

PHARMA International identifies, develops and markets niche, essential medicines and acts as the exclusive or 

semi-exclusive supplier of these products. These medicines can come in the form of unique formulations, dosages, 

delivery mechanisms and molecules. ADVANZ PHARMA International sells products such as liothyronine sodium 

within this category of the pharmaceutical market. 

Generics 

The U.K.’s generics market is one of the largest generics markets in the world. In this market, ADVANZ PHARMA 

International is able to leverage its “pure play” generic capabilities. ADVANZ PHARMA International’s generic 

franchise in the U.K. consists of products such as levothyroxine,  carbimazole, ibuprofen and prochlorperazine. 

Branded 

In this category, pharmaceutical companies such as ADVANZ PHARMA International approach NHS prescribers 

and/or payors (budget holders) with certain products that offer clinical and/or financial benefits. These products are 

typically affordable branded products, with direct patient benefits that are supported by the Department of Health as 

part of this medicines optimization agenda. ADVANZ PHARMA International’s products in this market include, 

among others, Zapain® and Macrobid®.  

U.K. National Health Service Act 2006 

On September 16, 2016, the Company announced that a bill was introduced in the U.K. House of Commons to 

amend and extend existing provisions of the NHSA to enable the Secretary of State to help manage the cost of 

health service medicines. On April 27, 2017, the U.K. government accorded Royal Assent to the HSMCA. The 

HSMCA introduces provisions in connection with controlling the cost of health service medicines and other medical 

supplies. The HSMCA also introduces provisions in connection with the provision of pricing and other information 

by manufacturers, distributors and suppliers of those medicines and medical supplies. On July 1, 2018, the 

Department of Health issued regulations relating to the provision of routine and non-routine information. These 
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regulations require manufacturers and wholesalers to provide information relating to sales volumes and average 

selling prices on a quarterly basis, as well as provide the Department of Health the power to access information 

relating to costs and inventory holdings on a non-routine basis. The Company currently provides volume and 

average selling price data on many of its products, therefore, it is not anticipated that the information regulations 

issued by the Department of Health on July 1, 2018 will have a material adverse impact on the Company. However, 

the Company continues to monitor the implementation of the HSMCA. While the full effects and implementation of 

the HSMCA are unknown at this time, the HSMCA could impose certain risks and uncertainties on the Company’s 

operations and cash flows. In addition, although the Company currently believes that the provision of pricing and 

other information regulations under the HSMCA do not at this time materially adversely affect the Company, the 

impact on the Company’s business will not be known until such time that the regulations are fully implemented and 

enforced. (See “Legal Proceedings and Regulatory Matters” and “Risk Factors” in this Annual Information Form). 

Intellectual Property Matters 

ADVANZ PHARMA International owns and controls the intellectual property in the vast majority of its products, 

giving ADVANZ PHARMA International the option to launch its products in various geographies, to develop new 

formulations and to select CMOs of its choice. ADVANZ PHARMA International’s intellectual property rights 

include its brand names, trademarks, marketing authorizations, regulatory dossiers and manufacturing know-how. 

ADVANZ PHARMA International’s intellectual property portfolio has been built from product and company 

acquisitions over the past 25 years, including product acquisitions from large originator pharmaceutical companies. 

Over these past 25 years, ADVANZ PHARMA International has successfully developed a number of these acquired 

products into new and more patient-friendly formulations. In addition, ADVANZ PHARMA International has a 

number of exclusive in-licensing arrangements with third party dossier development boutiques under which 

ADVANZ PHARMA International licenses territorial rights to strategic medicines which have, or are shortly to, 

come off patent. The ADVANZ PHARMA International does not have any material products that place significant 

reliance on a particular trademark, patents or license. 

Regulatory Matters 

ADVANZ PHARMA International’s regulatory matters are generally managed through established: (i) internal 

regulatory capabilities; and (ii) external third party providers. The internal team registers and maintains products 

with regulatory authorities across ADVANZ PHARMA International’s key markets. In some international markets, 

ADVANZ PHARMA International’s teams are assisted by local regulatory service providers. ADVANZ PHARMA 

International is subject to inspections by the U.K. regulatory authority, the Medicines and Healthcare products 

Regulatory Agency. The legal entities holding a marketing authorization within ADVANZ PHARMA International 

are required to comply with (among other things) the following EU regulations and guidelines: 

 Good Manufacturing Practice, which ensures that medicinal products are consistently produced 

and controlled to the appropriate quality standards for their intended use and as required by the 

marketing authorization or product specification; 

 Good Distribution Practice, which ensures that products are consistently stored, transported and 

handled under suitable conditions as required by the marketing authorization or product 

specification; and 

 Good Pharmacovigilance Practice, which regulates the processes for monitoring the safety of 

medicines. 

Research and Development - Product Pipeline 

ADVANZ PHARMA International grows and diversifies its product portfolio through acquisitions, in-licensing and 

organic growth, pursuant to which ADVANZ PHARMA International has developed a pipeline of products. This 

pipeline of products consists of: (i) reformulations or new dosages of existing products, developed by third party 

developers under the supervision of ADVANZ PHARMA International and using ADVANZ PHARMA 

International’s intellectual property; (ii) the launch of existing products in new countries; and (iii) in-licensed 

products that reach across ADVANZ PHARMA International’s various markets. In-licensed products include niche 

branded or un-branded products that are currently sold by other companies. ADVANZ PHARMA International 
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identifies in-licensing opportunities and seeks to reach an agreement with these companies to allow ADVANZ 

PHARMA International to commercially launch the product in some or all geographic regions, typically in return for 

milestone payments and/or profit sharing agreements. Between October 21, 2015 and March 14, 2019, the Company 

completed 34 product launches. The table provided below outlines the Company’s evolving product pipeline and the 

number of products included in the various stages of the Company’s pipeline during the year-ended December 31, 

2018. In connection with the Company’s “PLAN” strategy, the Company continues to work towards increasing its 

product pipeline and portfolio. 

 

Product Development Stage Q1 2018 Q2 2018 Q3 2018 Q4 2018 

Products launched during the quarter 1 2 1 4 

Products approved or awaiting approval from regulatory 

authorities 21 23 28 30 

Products under development that are anticipated to launch 

within the next 3-5 years 5 6 12 8 

Products identified for potential development with partners 14 18 10 11 

Total Product Pipeline 41 49 51 53 

 

ADVANZ PHARMA NORTH AMERICA 

Overview 

ADVANZ PHARMA North America has a diversified product portfolio that focuses primarily on the United States 

pharmaceutical market. As of December 31, 2018, this portfolio of pharmaceutical products consisted of branded 

and authorized generic products which are owned or licensed. ADVANZ PHARMA North America’s diversified 

product portfolio represents a variety of dosage strengths, formulations and covers a range of therapeutic categories. 

ADVANZ PHARMA North America’s diversified product portfolio includes PDT with Photofrin®, which is a 

treatment for certain forms of cancer that combines a drug called a photosensitizing agent (Photofrin®) with a 

specific type of laser that emits an exact wavelength of light and power to target cancer cells. 

ADVANZ PHARMA North America currently in-licenses and manage drugs that are in the later stages of the 

pharmaceutical product life cycle. Historically, these products have a well-established record of safety and efficacy. 

As at December 31, 2018, ADVANZ PHARMA North America employed 12 employees. 

Products 

The following table and subsequent product descriptions provide an overview of ADVANZ PHARMA North 

America’s top three products during the years ended December 31, 2018 and December 31, 2017 and illustrates the 

level of diversity across ADVANZ PHARMA North America’s product portfolio:  
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ADVANZ PHARMA North America’s Top Three (3) Products 

    Percentage of the 

Company’s Total 

Consolidated Revenue
(1)

 

Product (i.e., Molecule) Indication Sold in no. of 

countries 

International 

Rights 

2018 2017 

Zonegran® (zonisamide) Epilepsy 1 USA 7.1% 5.9% 

Donnatal® (phenobarbital 

& belladonna alkaloids) 

 

Irritable Bowel 

 

1 USA 5.0% 6.7% 

Plaquenil® & Plaquenil® 

AG (hydroxychloroquine 

sulfate) 

 

Inflammatory 

Conditions 

 

1 USA 4.4% 4.3% 

 
Notes: 

 
(1) The revenue percentages provided in the table above reflect the aggregate revenue with respect to each product. As a result, these revenue 

percentages may reflect sales of the branded and/or generic form of a product. 

Zonegran® (zonisamide) 

In epileptic patients, focal seizures (also called partial seizures and localized seizures) are seizures which affect 

initially only one hemisphere of the brain. Zonegran® is an anti-seizure drug indicated for adjunctive therapy in the 

treatment of partial seizures in adults with epilepsy. 

Donnatal® (phenobarbital & belladonna alkaloids) 

Donnatal® is used as adjunctive therapy for irritable bowel syndrome, a condition characterized by abdominal pain, 

bloating, and diarrhea or constipation. It may also be used as adjunctive therapy for acute enterocolitis and duodenal 

ulcer. Donnatal® is one phenobarbital and belladonna alkaloid product that has a right to a DESI hearing and has 

distinct legal rights to be actively marketed. (See “Legal Proceedings and Regulatory Matters” and “Risk Factors” 

in this Annual Information Form). 

Plaquenil® and Plaquenil® AG (hydroxychloroquine sulfate) 

Plaquenil® and Plaquenil AG is used to treat rheumatoid arthritis and manage the complications of lupus as well as 

suppress acute attacks from certain strains of malaria. Plaquenil® and Plaquenil® AG is considered a disease-

modifying anti-rheumatic drug because it can decrease the pain and swelling of arthritis, and it may prevent joint 

damage and reduce the risk of long-term disability. 

Product Development and Production 

Similar to ADVANZ PHARMA International, ADVANZ PHARMA North America utilizes an asset-light business 

model that focuses on the registration and regulatory maintenance of acquired and in-licensed pharmaceutical 

products. ADVANZ PHARMA North America’s medicines are manufactured by more than a dozen third-party 

CMOs in North America and Western Europe. ADVANZ PHARMA North America enters into contractual 

arrangements with third parties pursuant to which ADVANZ PHARMA North America and such third parties agree 

to the pricing of services and materials including, but not limited to, raw materials and active pharmaceutical 

ingredients. ADVANZ PHARMA North America’s operations, including supplier relationships, are managed from 

offices in Barbados and supported by internal and external advisors. 
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Sales and Distributions 

ADVANZ PHARMA North America sells substantially all of its pharmaceutical products directly to three major 

wholesalers in the United States, who combined account for approximately 89% of ADVANZ PHARMA North 

America’s total gross sales. Other direct buyers include smaller wholesalers and distributors. Additional key indirect 

customer groups include: 

 Physicians and allied health professionals including nurses, physician assistants, and 

pharmacists. While physicians and allied health professionals are not themselves direct buyers of 

ADVANZ PHARMA North America’s products, they are important influencers in recommending 

or prescribing ADVANZ PHARMA North America’s products to patients. 

 Patients and their families/caregivers. In the United States, patients are faced with having to bear 

an increasing share of the cost of healthcare. For this reason, patients have become more educated 

regarding their medical needs and increasingly play a larger role in their healthcare decisions 

when, including which medications they are taking. 

 Third-party payors such as Managed Care Organizations and group purchasing organizations. 

Third-party payors, like certain insurance companies and employers, make purchasing and 

reimbursement decisions based on a number of health outcomes and economic variables. 

 State and federal government health agencies. Certain United States federal government agencies 

like the Department of Veteran Affairs, the Department of Defense, prison systems and Indian 

Health Services may purchase pharmaceutical products directly from ADVANZ PHARMA North 

America or provide third-party reimbursement to those that do purchase ADVANZ PHARMA 

North America’s products. On January 1, 2019, ADVANZ PHARMA North America withdrew 

from Medicaid programs at the state level, which had previously reimbursed patients that 

purchased ADVANZ PHARMA North America’s products.  

Warehousing, distribution, logistics, customer service and accounts receivable are performed by Cardinal Specialty 

Pharmaceutical Services. Management of ADVANZ PHARMA North America believes that such outsourcing 

relationships with leading providers of pharmaceutical contract services are an efficient means of pursuing its 

business plans and intends to pursue this strategy in the future. 

Key Markets, Growth and Marketing Strategy 

ADVANZ PHARMA North America focuses on the North American pharmaceutical market, in particular the U.S. 

market. Most pharmaceutical products in the United States marketplace follow very similar paths of development 

from discovery through to loss of substantial market share to competing products. This life cycle includes several 

key stages that each affect a product’s commercial viability. The key stages include: (i) the drug discovery stage; (ii) 

the pre-clinical and clinical development stage; (iii) the FDA approval, product launch and growth stage; (iv) the 

product maturity stage; (v) the loss of market exclusivity stage; and (vi) the legacy stage. The majority of ADVANZ 

PHARMA North America’s products are in the legacy stage of their life cycle and such products require little or no 

marketing investment.  

Authorized Generics 

When merited, ADVANZ PHARMA North America enters into authorized generic contracts. An authorized generic 

is a branded drug marketed as a generic drug under private label, typically that of a generic company. The goal of 

partnering with a generic company to introduce an authorized generic is to maintain market share against competing 

generic versions of the Company’s products, thereby creating a revenue stream from the authorized generic, while 

continuing to receive a revenue stream from brand sales. 

Limited Promotional Investment 

ADVANZ PHARMA North America seeks to maintain and grow demand for, and revenues from, its pharmaceutical 

products through limited, highly-targeted promotional activities. These activities include third-party service 

providers charged with a mandate of direct detailing to carefully targeted physicians for certain products. In 
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addition, ADVANZ PHARMA North America offers couponing and co-pay assistance programs for Donnatal®. 

These promotional activities are aimed at increasing physician, pharmacy and consumer awareness and loyalty to 

ADVANZ PHARMA North America’s products. On January 3, 2017, the Company announced it had entered into a 

three-year co-promotion agreement with Redhill relating to the promotion of Donnatal®, through which RedHill 

agreed to incur the sales and marketing costs associated with promotion activities, with the Company providing 

materials and samples.  

Partnership with Leading Service Providers 

ADVANZ PHARMA North America has entered into outsourcing relationships with leading providers of 

pharmaceutical contract services for many of the operational functions associated with its business. ADVANZ 

PHARMA North America’s products are predominantly manufactured by more than a dozen third party CMOs in 

North America and Western Europe. In 2018, government pricing and contracting-related matters were overseen by 

Deloitte (formerly Compliance Implementation Services). 

Product Acquisitions and In-Licensing 

ADVANZ PHARMA North America acquires or in-licenses pharmaceutical products that generally have the 

following characteristics: (i) are known products, offering: (a) proven efficacy and a well-understood position in 

therapy; (b) proven safety profiles and therefore minimal safety risk for patients and physicians; and (c) no costly 

launch promotion requirement; (ii) have a predictable and reliable supply chain, including: (a) readily available 

active pharmaceutical ingredient; (b) long-term supply chain in place; (c) alternative manufacturing sources, if 

needed; and (d) distribution by leading third-party logistics providers; and (iii) have an attractive cash flow profile. 

Post-Acquisition Value Added by ADVANZ PHARMA North America 

ADVANZ PHARMA North America has a focused post-acquisition/in-licensing program for products that is 

designed to manage the performance of acquired and in-licensed drugs. Key components of this program include: (i) 

implementing cost adjustments based on market assessment; (ii) implementing authorized generic opportunities 

when merited; (iii) exploring limited promotion investment opportunities; (iv) effectively managing regulatory 

affairs and supply chain; and (v) integrating acquisitions or in-licensed intellectual property into ADVANZ 

PHARMA North America’s operating structure. 

Intellectual Property Matters 

ADVANZ PHARMA North America relies on trademarks, trade secrets and other proprietary information in 

connection with its business and such trademarks have been used, often for several years, to build brand equity and 

maintain physician and patient loyalty to branded drugs. As long as the trademarks continue to be used by 

ADVANZ PHARMA North America, registration of them can be renewed and the rights in them maintained. 

Pursuant to the terms of an asset purchase agreement dated September 3, 2014, by and between the Company and 

Eisai, Inc., the Company acquired certain licensing rights to market and distribute Zonegran® in the United States. 

A copy of this purchase agreement has been filed in Canada on SEDAR. 

Regulatory Matters 

The FDA and comparable regulatory agencies in state and local jurisdictions and in foreign countries impose 

substantial requirements on the distribution and marketing of pharmaceutical and other healthcare products. These 

agencies and other federal, state and local entities regulate quality control, safety, effectiveness, labeling, packaging, 

storage, handling, distribution, record keeping, approval, advertising, and promotion of pharmaceutical products. 

The Company’s operations are also subject to the Anti-Kickback Statutes. Such laws prohibit entities such as the 

Company from knowingly and willingly offering, paying, soliciting or receiving any form of remuneration 

(including any kickback, bribe or rebate) in return for the referral of items or services for which payment may be 

made under a federal health care program, or in return for the recommendation, arrangement, purchase, lease or 

order of items or services for which payment may be made under a federal health care program. Violation of the 

Anti-Kickback Statutes is a felony, punishable by criminal fines and imprisonment or both. In addition, the 
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Department of Health and Human Services in the United States may impose civil penalties and exclude violators 

from participation in federal health care programs, such as Medicare and Medicaid. Many states have adopted 

similar prohibitions against payments intended to induce referrals of products or services paid by Medicaid or other 

third-party payors. 

ADVANZ PHARMA North America currently utilizes its Center of Excellence and third-party providers of certain 

regulatory affairs and quality assurance services. These services may include storage and maintenance of regulatory 

dossiers, and all routine and ad-hoc reporting and communications with the FDA.  

The Company’s global medical team is generally responsible for information requests that typically involve written 

responses to questions from patients or healthcare providers regarding ADVANZ PHARMA North America’s 

products. ADVANZ PHARMA North America has established a dedicated toll-free phone number and mailing 

address for these drug information requests. 

Research and Development - PDT with Photofrin® 

ADVANZ PHARMA North America’s diversified product portfolio includes PDT with Photofrin®, which is a 

treatment for certain forms of cancer that combines a drug called a photosensitizing agent (Photofrin®), with a 

specific type of laser that emits an exact wavelength of light and power to target cancer cells (PDT). Existing 

indications for which Photofrin® is already an FDA approved treatment include: (i) Non-Small Cell Lung Cancer; 

(ii) esophageal cancer; and (iii) Barrett’s esophagus. 

DESCRIPTION OF EQUITY CAPITAL STRUCTURE 

Share Capital 

The authorized capital of the Company consists of an unlimited number of limited voting shares (“Limited Voting 

Shares”), 1,000 Class A special shares (“Class A Special Shares”), 1,000 Class B special shares (“Class B Special 

Shares”), and 2,000 Class C special shares (“Class C Special Shares”). On September 6, 2018, as part of the 

Recapitalization Transaction, the Company amended its articles to provide for (i) a class of Class A Special Shares; 

(ii) a class of Class B Special Shares; (iii) a class of Class C Special Shares ; and (iv) a re-designation of the 

Common Shares as “Limited Voting Shares”. As at December 31, 2018, 48,913,490 Limited Voting Shares, 1,000 

Class A Special Shares, 1,000 Class B Special Shares and nil Class C Special Shares were issued and outstanding.  

As at March 14, 2019, 48,913,490 Limited Voting Shares, 1,000 Class A Special Shares, 1,000 Class B Special 

Shares and nil Class C Special Shares were issued and outstanding. 

As part of the Recapitalization Transaction, the Company also completed the Share Consolidation at a ratio of 1-for-

300, issued 42,841,454 Limited Voting Shares as part of the Private Placement, issued 5,841,857 Limited Voting 

Shares in exchange for Unsecured Debt, and issued 59,247 Limited Voting Shares as part of a management co-

investment whereby certain employees of the Company purchased Limited Voting Shares (the “Management Co-

Invest”). 

The following is a summary of the key attributes of each of the Company’s authorized classes of shares.  Reference  

should be made to the articles of the Company for a full description of each of these classes of shares, a copy of 

which is available under the Company’s profile at www.sedar.com. 

The holders of Limited Voting Shares are entitled to one vote for each Limited Voting Share held on all matters to 

be voted on at all meetings of shareholders of the Company, other than meetings at which only the holders of 

another class or series of shares are entitled to vote separately as a class. Subject to the rights of the holders of any 

other class of share ranking in priority to the Limited Voting Shares, the holders of the Limited Voting Shares are 

entitled to (i) receive, on a ratable basis, any dividend declared by the Company in respect of the Limited Voting 

Shares; and (ii) receive the remaining property and assets of the Company available for distribution, after payment 

of liabilities, upon the voluntary or involuntary liquidation, dissolution or winding-up of the Company on a ratable 

basis. 
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The Class A Special Shares and Class B Special Shares were issued primarily to provide GSO and Solus with 

certain rights to elect directors of the Company depending on their respective ownership of Limited Voting Shares.  

All of the Class A Special Shares are held by GSO Parties.  All of the Class B Special Shares are held by Solus 

Parties.  If either the GSO Parties or Solus Parties transfer (other than to any of their respective affiliates) their Class 

A Special Shares and Class B Special Shares, as applicable, such shares shall be converted automatically upon such 

transfer into Class C Special Shares.  Each Class C Special Share shall be automatically redeemed by the Company 

for a redemption price of $1.00 per share on the first trading day following the issuance of such share. 

The Class A Special Shares (all of which are held by GSO Parties) have the following significant rights, privileges, 

restrictions and conditions: 

(i) the ability to (a) elect two directors of the Company (each a “Class A Director”) if the holders of 

the Class A Special Shares own more than twenty four and nine-tenths percent (24.9%) of the 

issued and outstanding Limited Voting Shares (calculated in aggregate with their Class A Special 

Shares); or, (b) elect one Class A Director so long as the holders the Class A Special Shares 

beneficially own less than twenty four and nine-tenths percent (24.9%) but not less than twelve 

and one half percent (12.5%) of the issued and outstanding Limited Voting Shares (calculated in 

aggregate with their Class A Special Shares); 

(ii) holders of Class A Special Shares are entitled to receive notice of, to attend and to speak at any 

meeting of the holders of Limited Voting Shares; however, holders of the Class A Special Shares 

are not entitled to vote such shares at any meeting or any resolution of the shareholders of 

Company other than (a) with respect of the right to elect and remove Class A Directors and (b) as 

a separate class (A) pursuant to the rights granted under the CBCA or (B) with respect to a 

proposed change to the number of directors; 

(iii) each Class A Special Share shall have no entitlement to dividends; 

(iv) each Class A Special Share that is Transferred (as defined in the articles of the Company) to any 

person other than GSO, a fund managed by GSO, or any of their respective affiliates, shall be 

converted automatically into one Class C Special Share; 

(v) redeemable by the holders of the Class A Special Shares at a redemption price of $1.00 per share 

upon the occurrence of (a) holders of the Class A Special Shares ceasing to beneficially own, in 

the aggregate with Class A Special Shares, at least twelve and one half percent (12.5%) of the 

issued and outstanding Limited Voting Shares for thirty (30) consecutive days, or (b) the receipt 

by the Company of written demand by any holder of the Class A Special Shares for the 

redemption of all or any portion of their Class A Special Shares; 

(vi) in the event of a liquidation, dissolution or winding-up of the Company, whether voluntary or 

involuntary, holders of the Class A Special Shares are entitled to receive $1.00 for each Class A 

Special Share held before any distribution of any part of the property and assets of the Company 

among the holders of the Limited Voting Share and pari passu with the holders of Class B Special 

Shares; however, such holders of Class A Special Shares shall not be entitled to participate in any 

other part of the property and assets of the Corporation in such an event; and 

(vii) subject to the CBCA, the Company shall not change the fixed number of seven (7) directors or 

amend the rights, privileges, restrictions and conditions of the Class B Special Shares without the 

affirmative vote of the holders of a majority of the Class A Special Shares. 

The Class B Special Shares (all of which are held by Solus Parties) have the following significant rights, privileges, 

restrictions and conditions: 

(i) the ability to elect one director of the Company (the “Class B Director”) so long as the holders 

the Class B Special Shares beneficially own not less than twelve and one half percent (12.5%) of 
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the issued and outstanding Limited Voting Shares (calculated in aggregate with their Class B 

Special Shares); 

(ii) holders of Class B Special Shares are entitled to receive notice of, to attend and to speak at any 

meeting of the holders of Limited Voting Shares; however, holders of the Class B Special Shares 

are not entitled to vote such shares at any meeting or any resolution of the shareholders of 

Company other than (a) with respect of the right to elect and remove Class B Directors and (b) as 

a separate class (A) pursuant to the rights granted under the CBCA or (B) with respect to a 

proposed change to the number of directors; 

(iii) each Class B Special Share shall have no entitlement to dividends; 

(iv) each Class B Special Share that Transferred (as defined in the articles of the Company) to any 

person other than Solus, a fund managed by Solus, or any of their respective affiliates, shall be 

converted automatically into one Class C Special Share; 

(v) redeemable by the holders of the Class B Special Shares at a redemption price of $1.00 per share 

upon the occurrence of (a) holders of the Class B Special Shares ceasing to beneficially own, in 

the aggregate with Class B Special Shares, at least twelve and one half percent (12.5%) of the 

issued and outstanding Limited Voting Shares for thirty (30) consecutive days, or (b) the receipt 

by the Company of written demand by any holder of the Class B Special Shares for the 

redemption of all or any portion of their Class B Special Shares; 

(vi) in the event of liquidation, dissolution or winding-up of the Company, whether voluntary or 

involuntary, holders of the Class B Special Shares entitled to receive $1.00 for each Class B 

Special Share held, before any distribution of any part of the property and assets of the Company 

among the holders of the Limited Voting Share and pari passu with the holders of Class A Special 

Shares; however, such holders of Class B Special Shares shall not be entitled to participate in any 

other part of the property and assets of the Corporation in such an event; and 

(vii) subject to conditions, the Company shall not change the fixed number of seven (7) directors or 

amend the rights, privileges, restrictions and conditions of the Class A Special Shares without the 

affirmative vote of the holders of a majority of the Class B Special Shares. 

The holders of Class C Special Shares are entitled to receive notice of, to attend and speak at any meeting of the 

shareholders of the Company; however, such holders of the Class C Special Shares shall not be entitled to vote at 

any meeting of the Company or sign any resolution. Subject to the applicable laws, including the CBCA, each Class 

C special share shall be automatically redeemed by the Company for a redemption price of $1.00 per share on the 

first trading day following the issuance of such share. The holders of the Class C Special Shares are not entitled to 

(i) receive any dividends; or (ii) receive any of the remaining property and assets of the Company upon the 

voluntary or involuntary liquidation, dissolution or winding-up of the Company. 

Management Incentive Plan 

As part of the Recapitalization Transaction, all equity interests in the Company represented by options, warrants, 

deferred share units, restricted share units, rights or similar instruments outstanding on September 6, 2018, were 

cancelled pursuant to the Plan.  

In connection with the Recapitalization Transaction, a new management incentive plan (“MIP”) was approved by 

the shareholders of the Company at the annual general and special meeting of shareholders held on June 19, 2018. 

The Company instituted the MIP through the issuance of shares (“MIP Shares”) of a subsidiary (“MIPCo”). The 

MIP allow participants to share in 7.59% of the incremental value growth of the Company in excess of an opening 

value on September 6, 2018 (being US$668,814,778), plus a hurdle of 9% per annum compounding on an annual 

basis. This 7.59% share may increase to a 10.12% share if certain additional performance thresholds are met.   
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An exchange rights agreement dated September 7, 2018 (the “Exchange Rights Agreement”) between the 

Company, MIPCo, the holders of MIP Shares and certain other parties, provides for mechanisms that can attribute 

the value of assets held outside of MIPCo to the MIP Shares for purposes of calculating the value of the MIP Shares.  

The Exchange Rights Agreement also provides for the exchange of MIP Shares into Limited Voting Shares of the 

Company in certain circumstances. These circumstances arise primarily in connection with an Exit Event. An Exit 

Event includes the following: 

(i) a change of control of the Company; 

(ii) a sale of substantially all of the assets of the Company and its subsidiaries on a consolidated basis 

(including by way of sale, merger, amalgamation, arrangement, business combination, 

consolidation, reorganisation or other similar transaction); and 

(iii) an insolvency event, as defined in the Exchange Rights Agreement. 

In addition, MIP Shares may be exchanged into Limited Voting Shares of the Company pursuant to certain tag-

along rights contained in the Exchange Rights Agreement, which include a sale of 25% or more of the then issued 

and outstanding Limited Voting Shares by certain significant shareholders of the Company who are party to the 

Exchange Rights Agreement. The number of Limited Voting Shares of the Company into which the MIP Shares are 

exchangeable cannot be determined until the occurrence of an Exit Event.  

The maximum number of Limited Voting Shares which may be issued upon exchange of the MIPCo exchangeable 

shares is 3,664,069 Limited Voting Shares.   

The foregoing is a summary of the key attributes of the Exchange Rights Agreement.  Reference should be made to 

the Exchange Rights Agreement of the Company for a full description of each of these classes of shares, a copy of 

which is available under the Company’s profile at www.sedar.com. 

The performance of the MIP will be measured on or around the date of an Exit Event. On December 31, 2018, 

367,342 MIP Shares had been acquired by the participants in the MIP. For the fiscal year ended December 31, 2018, 

the Company recorded share based compensation expense of $1.6 million related to the MIP Shares. 

 

DIVIDEND POLICY 

There are no restrictions in the Company’s articles preventing the Company from paying dividends on the Limited 

Voting Shares. Any dividend to be approved by the Board may require third-party consents under the Company’s 

credit facilities. In addition, if the Company is not in compliance with its obligations under the New ADVANZ 

PHARMA Credit Agreement, the Company’s ability to pay distributions or dividends on its Limited Voting Shares 

may be restricted. All of the Limited Voting Shares are entitled to an equal share in any dividends declared and paid. 

On August 12, 2016, the Company announced that it had suspended its quarterly dividend payments indefinitely. 

Future dividend decisions will consider the Company’s then-current business results, cash requirements and 

financial condition. The Board will determine if, and when, dividends will be declared and paid in the future from 

funds properly applicable to the payment of dividends based on the Company’s financial position at the relevant 

time. See the “Risk Factors” section in this Annual Information Form. 

RATINGS 

The following credit rating information is being provided as it relates generally to the Company’s financing costs, 

liquidity and operations. More specifically, credit ratings impact the Company’s ability to obtain short-term and 

long-term financing and can affect the cost of such financing. The availability of the Company’s funding 

arrangements may be affected by certain factors, including the global capital market environment and outlook, as 

well as the Company’s financial performance. The Company’s access to capital markets at competitive rates may be 
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impacted by the Company’s credit rating and rating outlook, as determined by credit rating organizations such as 

Moody’s and S&P. 

Credit ratings are intended to provide investors with an independent measure of credit quality of a corporation 

and/or an issue of a corporation’s securities. A credit rating is not a recommendation to buy, sell or hold securities 

and may be subject to revision or withdrawal at any time by the credit rating organization. Credit ratings may not 

reflect the potential impact of all risks on the value of securities. The Company cannot know for certain that a rating 

will remain in effect for any given period of time or that a credit rating organization will not revise or withdraw it 

entirely in the future. 

On or about April 2015, in connection with the acquisition of the Covis Portfolio, each of Moody’s and S&P 

assigned credit ratings to the Company and the debt instruments entered into to fund the acquisition of the Covis 

Portfolio. On or about October 2015, in connection with the Company’s increased financial leverage in connection 

with the AMCo Acquisition, each of Moody’s and S&P reviewed credit ratings that had been assigned to the 

Company and assigned additional credit ratings to the debt instruments that the Company entered into in order to 

fund the AMCo Acquisition. On or about October 2016, in connection with the Company’s increased financial 

leverage as a result of the offering of the 2016 Notes (See “General Development of the Business - Funding 

Arrangements”), each of Moody’s and S&P reviewed and amended the credit ratings that had been assigned to the 

Company. Due to the Company’s declining revenues and operational headwinds facing the business, Moody’s and 

S&P downgraded the Company’s credit ratings between May and July 2017 and, in connection with 

Recapitalization Transaction, Moody’s and S&P further downgraded the Company’s credit rating between 

September and December 2017. On July 31, 2018, in connection with the approval of the Company’s 

Recapitalization Transaction by the Court, S&P raised its corporate credit rating of the Company to “B-” from “D”, 

as well as assigned an issue-level rating of “B-” to the Company’s New Secured Debt. Similarly, on July 30, 2018, 

Moody’ assigned the Company a B3 Corporate Family Rating and a B3-PD Probability of Default Rating. Moody’s 

also assigned a B3 rating to the Company’s New Secured Debt.  

Moody’s - Credit Rating History 

The following table itemizes the credit ratings assigned to the Company and certain of its securities by Moody’s. 

The Company paid customary fees to Moody’s in connection with the ratings delivered from October 2016 through 

to July 2018.  

 

Rating Item Moody’s (1) 

October 

2016 

November 

2016 

July 

2017 

October 2017 July 

2018 

Corporate Credit Rating 

 

B3(2) Caa1(3) Caa3(4) Ca(5) B3(6) 

Corporate Outlook Negative(7) Negative(8) Stable(9) Stable(10) Stable(11) 

New USD Term Loan n/a n/a n/a n/a B3(12) 

EUR Term Loan  n/a n/a n/a n/a B3(12) 

New Secured Notes n/a n/a n/a n/a B3(12) 

Notes: 
(1) In addition to Moody’s ratings outlined in this table, Moody’s assigned to the Company a speculative grade liquidity rating at SGL-2 in 

each of April 2015, October 2015, October 2016, November 2016 and July 2017. This rating was revised to SGL-4 in October 2017. In 
July 2018 the rating was again SGL-2. The rating methodology used by Moody’s is provided in the paragraph below this table. 

(2)  The “B3” rating affirmation reflected Moody’s expectation that the Company’s leverage would remain very high. 

(3) The “Caa1” rating reflected the Company’s significant financial leverage and Moody’s view that the Company would be challenged to 
sustainably grow its revenue and earnings organically. The rating was supported by the Company’s high profit margins, low cash taxes 

and low capital expenditures. The rating was also supported by the Company’s good product and geographic diversity, as well as Moody’s 

expectation of good liquidity. 
(4) The “Caa3” rating reflected the Company’s significant financial leverage and operating headwinds from declining revenues. Moody’s 

noted that the Company was at an elevated risk of debt restructuring or a distressed exchange. 
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(5) The “Ca” rating reflected the Company’s significant financial leverage, ongoing operating headwinds and imminent risk of a debt 

restructuring. 
(6) The “B3” rating affirmation reflected Moody’s expectation that the Company’s leverage would remain very high. Moody's expects 

financial leverage to rise as price and volume declines in the U.S. and U.K. will drive further earnings erosion over the next year. This is 

based on Moody’s assessment most of the Company's drugs do not have patent protection and decline each year due to competition from 
generics. The launch of drugs in its U.K. pipeline and accretive acquisitions will be essential to the longer-term viability of the company. 

Long-term viability will also depend on its ability to reduce operating expenses as well as commercialize and expand its branded drug, 

Photofrin, into new markets. The ratings also reflected the Company's high EBITDA margins, low cash taxes and modest capital 
expenditures. Moody’s predicted that free cash generation will be good, even after cash restructuring activities. The rating is also 

supported by good product and geographic diversity and its good liquidity profile. 

(7) Moody’s “negative” outlook reflected the risk that the Company may not be able to sustainably grow earnings given capital constraints 
and scrutiny on rising drug prices. 

(8) Moody’s affirmed its “negative” outlook, reflecting the risk that the Company may not be able to sustainably grow earnings given capital 

constraints and scrutiny on rising drug prices. 
(9) Moody’s “stable” outlook reflected Moody’s view that the Caa3-PD PDR and Caa3 CFR appropriately reflected the high probability of 

debt restructuring on the Company’s obligations, as well as the likely family recovery prospects in the event of default. The “stable” 

outlook also reflected good liquidity. 
(10) Moody’s affirmed its “stable” outlook, reflecting its view that the Caa3-PD PDR and Caa3 CFR appropriately reflected the high 

probability of debt restructuring on the Company’s obligations, as well as the likely family recovery prospects in the event of default. The 

“stable” outlook also reflected good liquidity. 

(11) Moody’s  affirmed its “stable” outlook reflecting its expectations with a B3-PD  PDR and a B3 CFR and  reflected that revenue and 

earnings will remain pressured over the next 12-18 months offset by good liquidity to execute on its turnaround strategy. 

(12) The B3 Corporate Family Rating assigned by reflects Moody’s view that the Company has a high level of financial leverage, which may 
rise over the following year due to competitive pressures in the U.S. and U.K, The rating also reflects Moody’s view that such risk is offset 

by the Company’s strong product and geographical diversity. 

 

Moody’s - Credit Rating Methodology 

Moody’s credit ratings are intended to reflect both the probability of default and severity of loss in the event of 

default, with greater emphasis on probability of default at higher rating categories. Moody’s credit ratings are on a 

long-term credit rating scale that ranges from “Aaa” to “C”, which represents the range from highest to lowest 

quality of rating. A “Ca” rating is the second-lowest quality of rating of Moody’s rating categories, whereas a “C” is 

the lowest quality rating of Moody’s rating categories. A “Caa2” rating is the fourth lowest quality of rating of 

Moody’s rating categories. Moody’s appends numerical modifiers “1”, “2”, and “3” to each generic rating 

classification from “Aa” through “Caa”. The modifier “1” indicates that the obligation ranks in the higher end of its 

generic rating category; the modifier “2” indicates a mid-range ranking; and the modifier “3” indicates a ranking in 

the lower end of that generic rating category. 

S&P - Credit Rating History 

The following table itemizes the credit ratings assigned to the Company and certain of its securities by S&P during 

and since October 2016. The Company paid customary fees to S&P in connection with the ratings delivered from 

October 2016 to July 2018. 
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Rating Item S&P(1) 

October 

2016 

November 

2016 

May 2017 September 

2017 

October 

2017 

December 

2017 

July 

2018 

Corporate 

Credit Rating 

 

B(2) B-(3) CCC+(4) 

 

CCC-(5) 

 

SD(6) 

 

SD(7) B- (8) 

Corporate 

Outlook 
 

Negative(9) Negative(10) Negative(11) Credit 

Watch 
Negative(12) 

NM(13) NM(14) Stable(15) 

New USD 

Term Loan 

n/a n/a n/a n/a n/a n/a B-(8) 

EUR Term 

Loan 

n/a n/a n/a n/a n/a n/a B-(8) 

New Secured 

Notes 

n/a n/a n/a n/a n/a n/a B-(8) 

Notes: 
(1) The rating methodology used by S&P is provided in the paragraph below this table. 
(2) The “B” rating affirmation was based on S&P’s assessment of the business risk profile and financial risk profile of the Company. 

(3) The “B-” rating assignment was based on S&P’s assessment that the Company failed to meet S&P’s fiscal third-quarter 2016 expectations 

and due to increased competition in the North American business. 
(4) The “CCC+” rating reflected S&P’s view that the Company underperformed versus S&P’s expectations due to increased competition in 

both the Company’s North American and International businesses. S&P also held the view that the Company’s future operations could be 

negatively affected by the implementation of legislation in the U.K. that could limit or reduce price on its generic drugs in that market. 
(5) The “CCC-” rating reflected S&P’s view that a distressed exchange or debt restructuring was highly probable. 

(6) The “SD” (selective default) rating was provided by S&P following the Company’s deferral of interest payment on the Covis Notes. It was 

determined to be a selective (as opposed to general) default because the Company had not yet announced its intentions regarding other 
debt issues, and remained current on its other obligations, including its senior secured debt obligation. 

(7) The “SD” (selective default) rating was affirmed by S&P as the Company remained on CreditWatch with negative implications and  the 
Company continued to meet its senior secured interest payments. 

(8) On July 31, 2018, S&P raised its issuer credit rating on the Company’s long-term issuer credit rating to 'B-' from 'D', reflecting a “Stable” 

general corporate outlook. S&P extended the ‘B-‘ credit rating to the New USD Term Loan, EUR Term Loan and New Secured Notes. 
(9) S&P’s “negative” outlook was based on expectations of higher leverage as a result of heightened competitive pressures in North America 

and the impact of Brexit on ADVANZ PHARMA International, in addition to lower EBITDA expectations. 

(10) S&P’s “negative” outlook was based on what it perceived to be the continued risk to its base-case forecast for the Company’s performance 
as a result of pricing pressure in the U.K. from proposed legislation, the CMA investigation into ADVANZ PHARMA International’s 

practices, and increased generic competition in North America. 

(11) S&P’s “negative” outlook reflected the Company’s significant leverage and the likelihood that EBITDA and cash flows would remain 
under pressure over the following year. It also reflected S&P’s belief that the Company’s cash balances could support the Company for at 

least the next year, but that the Company’s current debt levels may not be sustainable in the longer term given current competitive 

pressures and the regulatory environment. 
(12) S&P placed the Company on CreditWatch after the Company announced that it had retained restructuring advisors, was reviewing its 

financial and strategic options and had engaged in conversations with a number of its debt holders. 

(13) S&P revised the Company’s outlook to “NM”, which means “not meaningful”. 
(14) S&P did not announce any revision to the Company’s “NM” rating. 

(15) On July 31, 2018, S&P raised Company’s outlook from “not meaningful” to “Stable”. 

S&P - Credit Rating Methodology 

S&P rates issuers with long-term credit ratings using categories ranging from a high of “AAA” to a low of “SD” or 

“D”. An issuer that is rated “SD” (selective default) or “D” is in default on one or more of its financial obligations 

including rated and unrated obligations but excluding hybrid instruments classified as regulatory capital or in 

nonpayment according to terms. An obligor is considered in default unless S&P believes that such payments will be 

made within five (5) business days of the due date in the absence of a stated grace period or within the earlier of the 

stated grace period or thirty (30) calendar days. A “D” rating is assigned when S&P believes that the default will be 

a general default and that the obligor will fail to pay all or substantially all of its obligations as they come due. An 

“SD” rating is assigned when S&P believes that the obligor has selectively defaulted on a specific issue or class of 

obligations but it will continue to meet its payment obligations on other issues or classes of obligations in a timely 

manner. An obligor’s rating is lowered to “D” or “SD” if it is conducting a distressed exchange offer. Ratings from 



- 37 - 

 

AA through CCC may be modified by the addition of a plus (+) or minus (-) sign to show the relative standing 

within a particular rating category. 

S&P rates issuers with long-term debt ratings using categories from a high of “AAA” to a low of “D”. An obligation 

rated “D” is in default or in breach of an imputed promise. For non-hybrid capital instruments, the “D” rating 

category is used when payments on an obligation are not made on the date due, unless S&P believes that such 

payments will be made within five (5) business days in the absence of a stated grace period or within the earlier of 

the stated grace period or thirty (30) calendar days. The “D” rating also will be used upon the filing of a bankruptcy 

petition or the taking of similar action and where default on an obligation is a virtual certainty, for example due to 

automatic stay provisions. An obligation’s rating is lowered to “D” if it is subject to a distressed exchange offer. An 

obligation rated “CCC” is currently vulnerable to nonpayment and is dependent upon favourable business, financial, 

and economic conditions for the obligor to meet its financial commitments on the obligation. In the event of adverse 

business, financial, or economic conditions, the obligor is not likely to have the capacity to meet its financial 

commitments on the obligation. Ratings from AA through CCC may be modified by the addition of a plus (+) or 

minus (-) sign to show the relative standing within a particular rating category. In addition, S&P assigns recovery 

ratings to each debt issuance. A recovery rating of “2” reflects S&P’s expectation for substantial (70% to 90% at the 

low end of the range) recovery in the event of a payment default. A recover rating of “3” reflects S&P’s expectations 

for meaningful (50% to 70%) recovery in the event of a payment default. A recover rating of “6” reflects S&P’s 

expectation for negligible (0% to 10%) recovery in the event of a payment default. 

MARKET FOR SECURITIES 

Trading Price and Volume 

The Limited Voting Shares are currently listed on the TSX under the trading symbol “ADVZ” and “ADVZ.U”. The 

following table sets forth the reported closing high and low prices and the trading volume during the Company’s 

most recently completed financial year for: (i) the Common Shares on the TSX for the period prior to the 

Recapitalization Transaction, and (ii) the Limited Voting Shares on the TSX, for the period subsequent to the 

Recapitalization Transaction and the Share Consolidation. The TSX is the Canadian marketplace on which the 

greatest volume of trading or quotation generally occurs. 

 

 TSX
(1)

 

Month High (C$) Low (C$) Volume 

2018    
January 1.10 0.80 4,481,314 

February 0.94 0.72 1,702,437 

March 0.88 0.61 1,893,289 

April 0.67 0.59 833,719 

May 0.60 0.31 5,294,189 

June 0.32 0.24 3,032,584 

July 0.28 0.23 1,202,196 

August 0.28 0.19 1,827,073 

September 27.88 0.16 2,194,228 

October 28.96 23.26 258,424 

November 29.41 23.45 270,936 

December 26.75 23.14 690,530 

Notes: 
(1) The high and low prices provided in this table are based on the high and low closing prices of the Common Shares and the Limited Voting 

Shares on the TSX. The source used to obtain the data in the table above is the TSX. Past performance should not be seen as an indicator 

of future performance. 
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Prior Sales 

Shares – The following table summarizes details of the Limited Voting Shares, Class A Special Shares, Class B 

Special Shares and Class C Special Shares issued by the Company during and since the end of the Company’s most 

recently completed financial year: 

 

Type of Security Date of Issuance Price per Security Number of Securities 

Class A Special Shares  September 6, 2018 $1 1,000 

Class B Special Shares  September 6, 2018 $1 1,000 

Limited Voting Shares  

(Private Placement) 

September 6, 2018 $13.69 42,841,454 

Limited Voting Shares  

(Unsecured debt settlement) 

September 6, 2018 $13.69 5,841,857 

Limited Voting Shares  

(Management Co-Invest) 

September 7, 2018 $13.69 59,247 

Notes and Other Debt Securities – In connection with the Recapitalization Transaction, the Company issued the 

New Secured Notes, the New USD Term Loan and the EUR Term Loan. See “Restructuing and Capital Realignment” 

for a description of these debt instruments. 

Stock Options, Restricted Share Units (“RSUs”) and Deferred Share Units (“DSUs”) – As part of the 

Recapitalization Transaction all outstanding options under the employee stock option plan and the outstanding RSUs 

and DSUs were cancelled for no consideration. The Company did not issue any stock options, RSUs and DSUs 

during and since the end of the Company’s most recently completed financial year. 

Escrowed Securities and Securities Subject to Contractual Restriction on Transfer – To the Company’s knowledge, 

none of the Company’s securities of any class held are subject to a contractual restriction or are being held in 

escrow. 

DIRECTORS AND EXECUTIVE OFFICERS OF THE COMPANY 

Shareholdings of Directors and Executive Officers 

To the knowledge of the Company, as at March 14, 2019, the directors and executive officers of the Company as a 

group beneficially own, directly or indirectly, or exercise control or direction over an aggregate of 59,247 Limited 

Voting Shares, representing approximately 0.12% of the issued and outstanding Limited Voting Shares on that date.  

Non-Executive Directors 

The following table sets out (in alphabetical order) the name; city, state/province and country of residence of each of 

the Company’s non-executive directors as at March 14, 2019. The table also sets out the principal occupation of 

each non-executive director of the Company for the five (5) preceding years.  
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Name, province or 

state and country 

of residence 

Tenure with the 

Company(1) 

Principal Occupation During the Past Five (5) Years 

Barry 

Fishman(2)(3)(6)(7) 

Age: 61 

Thornhill, Canada  

Director 

(September 2018 to 

present) 

Chief Executive Officer, VIVO Cannabis Inc. from October 2017 to present; 

Chief Executive Officer, Merus Labs from September 2014 to September 2017; 

Director, Childhood Cancer Canada Foundation from 2008 to present; Director, 

Aurora Cannabis Inc. from 2016 to September 2017; Director, Merus Labs 

International Inc. from September 2014 to July 2017; Director, Chair of 

Compensation Committee, Canopy Growth Corporation from 2014 to 2016; CEO 

Advisory Board, Lumira Capital from 2014 to 2015; Industry Advisory Board, 

Bloom Burton & Co from 2014 to 2015.  

Florian Hager(5) 

Age: 38 

London, U.K. 

Director 

(September 2018 to 

present) 

Investment Professional, GSO Capital Partners from March 2015 to present 

(currently as Managing Director); Member of Restructuring and Reorganization 

Group, Blackstone Group from October 2012 to March 2015.  

Robert 

Manzo(2)(4)(7) 

Age: 61 

Key Largo, USA 

Director 

(September 2018 to 

present) 

Managing Partner, RJM I, LLC from 2005 to present.  

Randall 

Benson(2)(3)(5)(8)(9) 

Age: 59 

Toronto, Canada 

Non-Executive 

Chairman of the Board 

(May 2018 to present) 

Principal, RC Benson Consulting Inc. from 2000 to present; Partner and National 

Co-leader, Restructuring and Turnaround, KPMG Canada from 2012 to 2016.  

 

 

Frances Cloud(2)(3) 

Age: 54 

Abergavenny, U.K. 

Director 

(November 2018 to 

present) 

Managing Director, Pharmacloud from May 2009 to present.  

Maurice 

Chagnaud(2)(5) 

Age: 57 

Zug, Switzerland 

Director 

(November 2018 to 
present) 

Chief Executive Officer and founder, Mac Healthcare Consulting AG from 

October 2017 to present; Independent Advisor & Principal, Global Frontier 

Partners from July 2016 to September 2017; Chief Executive Officer, Polpharma 

from October 2015 to June 2016; President Europe, Russia & CIS - Head of 

Inhalation Strategy - Group President, Lupin Limited from February 2014 to 

September 2015.  

Notes: 
(1)  Each director listed will hold his or her position as a director of the Company until the next annual meeting of shareholders.  

(2)  Independent director. 
(3)  Member of the Nominating and Corporate Governance Committee of the Company. 

(4)  Chair of Nominating and Corporate Governance Committee of the Company. 

(5)  Member of the Human Resources and Compensation Committee of the Company. 
(6)  Chair of Human Resources and Compensation Committee of the Company  

(7)  Member of the Audit Committee of the Company. 

(8)  Chair of Audit Committee of the Company. 
(9)  Non-Executive Chairman of the Board. 

Biographies 

The following are brief profiles of the non-executive directors of the Company. 
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Non-Executive Directors 

Barry Fishman has approximately 20 years of experience as a business leader, including his recent role as CEO of 

specialty pharmaceutical company Merus Labs International Inc. (TSX: MSL, NASDAQ: MSLI). In July 2017, 

European specialty pharmaceutical company Norgine B.V. acquired Merus Labs. His leadership history also 

includes serving as CEO of Teva Canada for six years, prior to which he served as CEO of Taro Canada. He is also a 

former Chair of the Canadian Generic Manufacturers Association. Barry began his pharmaceutical career at Eli Lilly 

and Company, where he spent 17 years in increasingly senior roles. He is currently the CEO of VIVO Cannabis Inc. 

(TSX-V: VIVO), a licensed producer and distributor of premium pharmaceutical-grade plant-based medicines. 

Florian Hager is a Managing Director at GSO Capital Partners based in London. He focuses on public and private 

investment opportunities with a specific emphasis on special situations. Before joining GSO Capital Partners, Mr. 

Hager worked in Blackstone’s Restructuring & Reorganization Group where he advised debtors and creditors on in-

court and out-of-court restructurings. Prior to Blackstone, Mr. Hager worked at Lehman Brothers and Nomura 

International in London, where he advised companies across the industrial and technology sectors on a variety of 

transactions including mergers and acquisitions, leveraged buyouts and initial public offerings. 

Robert Manzo is the founder and managing partner of RJM I, LLC, a position he has held since 2005. Robert also  

co-founded Policano and Manzo, LLC, a consulting firm specializing in providing financial services to distressed 

companies and their lenders. In 2000, he sold his firm to FTI Consulting, Inc., a global business advisory firm in 

which he held the position of senior managing director through 2005. Since 2006, Robert has been a private investor 

and serves on a number of public and private company boards. Robert is a non-practicing, non-licensed certified 

public accountant.  

Frances Cloud has more than 20 years of experience in the pharmaceutical sector, including her time working as an 

analyst and investment banker for a number of banks, including Nomura International, IMI Securities and Swiss 

Bank Corporation (now part of UBS). She established Pharmacloud Research in 2009 to focus on covering the 

generic medicine industry in Europe, India and the MENA region. Pharmacloud provides specialist advice and 

consultancy to the pharmaceutical industry and financial investors, including commercial due diligence on off-patent 

products. 

Randall Benson is the Non-Executive Chairman of the Board. Mr. Benson has more than 19 years of experience 

providing independent advisory services to boards, shareholders, or companies that are experiencing operational or 

financial underperformance. He is a principal at RC Benson Consulting, Inc. a Toronto based advisory firm. 

Previously Mr. Benson was Partner and National Co-lead, Restructuring and Turnaround at KPMG Canada from 

May 2012 to August 2016. Prior to working at KPMG LLP, Mr. Benson held various executive positions in the 

areas of general management, finance, and distribution. Additionally, Mr. Benson has also served as Chair of the 

Ad-Hoc Finance and Investment Committee for the Canadian Stem Cell Foundation. He is a board member of 

Resolute Forest Products Inc. He holds a Master’s in Business Administration and Bachelor’s in Business 

Administration from York University in Toronto.  

Maurice Chagnaud has more than 25 years of experience in the pharmaceutical sector, including senior and 

leadership roles at Merck KgAa, Merck Generics, Teva, Lupin and Polpharma. Geographically, he has extensive 

experience working in France, Italy, Germany, Central and Eastern Europe, Russia and the Commonwealth of 

Independent States, where he managed the commercial activities of generic, OTC and speciality product portfolios. 

Executive Officers 

The following table sets out (in alphabetical order) the name; city, state/province and country of residence; position 

with the Company of each of the Company’s executive officers as at March 14, 2019. The table also sets out the 

principal occupation of each executive officer of the Company for the five (5) preceding years.  
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Name, province or 

state and country 

of residence 

Position with 

the Company(1) 

Principal Occupation During the Past Five (5) Years 

Graeme Duncan 

Age: 45 

Great Baddow, U.K. 

Chief Executive 

Officer and a 

Director 

 

Chief Executive Officer, ADVANZ PHARMA from May 2018 to present; President of 

ADVANZ PHARMA International from January 2017 to May 2018; Managing 

Director of ADVANZ PHARMA International from September 2016 to January 2017; 

Vice President, U.K. and Ireland, Global Marketing Director, ADVANZ PHARMA 

International from October 2015 to October September 2016; U.K. General Manager 

and Global Marketing Director, AMCo from October 2014 to October 2015; Director 
of Global Strategy, Healthcare at Home Ltd. from December 2012 to December 2013. 

Adeel Ahmad  

Age: 45  

London, U.K. 

Chief Financial 
Officer 

 

Chief Financial Officer, ADVANZ PHARMA from June 2018 to present;  Chief 

Financial Officer, ADVANZ PHARMA International from February 2016 to June 

2018; Vice President, Finance and Controller of the Company from December 2013 to 

February 2016; Chief Financial Officer, Ingram Micro Mobility India (formerly 

Brightpoint Indian) from February 2012 to May 2013; Director of Finance, Asia, 
Nortel from August 2010 to January 2012. 

 

Guy Clark 

Age: 49 

Wethersfield, U.K. 

Chief Corporate 

Development 

Officer 

 

Chief Corporate Development Officer, ADVANZ PHARMA from May 2018 to 

present; Pharma and M&A Consultant, Spinning Fish Limited from November 2016 to 
present; Chief Strategy Officer, AMCo from 2013 to December 2015.  

Karl Belk 

Age: 51 

Uckfield, U.K. 

Chief Operations 

Officer 

 

Chief Operations Officer, ADVANZ PHARMA from June 2018 to present; Senior 

Vice President (Global Pharmaceutical Operations), ADVANZ PHARMA 

International from October 2015 to June 2018; Director of Global Operations, AMCo 

from November 2012 to September 2015.  

Simon Tucker 

Age: 44 

Wingham, U.K. 

President of 

ADVANZ 

PHARMA 
International 

President, ADVANZ PHARMA International from June 2018 to present; Vice 

President Commercial, ADVANZ PHARMA International from December 2016 to 

June 2018; International Commercial Director, ADVANZ PHARMA International / 

AMCo from May 2013 to December 2016.  

Robert Sully 

Age: 46,  

Hartfield, England 

General Counsel General Counsel, ADVANZ PHARMA Corp from August 2018 to present; Vice 

President of ADVANZ PHARMA International from September 2016 to March 2018; 

General Counsel of ADVANZ PHARMA International / AMCo from June 2011 to 

September 2016; Attorney at Jones Day (London) from September 2000 to March 

2006 and from October 2007 to May 2011. 

 Paul Burden 

Age: 44 

Harpenden, U.K. 

President of U.K. 

& Ireland and 

Corporate 
Communications 

President U.K. & Ireland and Global Corporate Communications, ADVANZ 

PHARMA from June 2018 to present; VP U.K. & Ireland Commercial, ADVANZ 

PHARMA International from September 2016 to June 2018; Senior Director (Generics 
Business Unit), Teva U.K. Limited from January 2013 to September 2016.  

 

Biographies 

The following are brief profiles of the executive officers of the Company. 

Executive Officers 

Graeme Duncan has more than 20 years of healthcare and life sciences experience including senior commercial, 

strategy and general management roles at GlaxoSmithKline, IVAX Pharmaceuticals, and Healthcare at Home. Prior 

to accepting the Chief Executive Officer role at ADVANZ PHARMA, Graeme previously served as President of 

ADVANZ PHARMA International since January 2016. Prior to his role as President, he was Managing Director of 

ADVANZ PHARMA International. 

Adeel Ahmad is the Chief Financial Officer of the Company. Adeel brings over 20 years of experience in the 

pharmaceutical, distribution, telecommunications and accounting industries. Prior to becoming the Chief Financial 



- 42 - 

 

Officer of the Company, Adeel was CFO of ADVANZ PHARMA International, and, prior to that, Vice President, 

Finance and Controller of the Company. Prior to joining the company in 2013, Adeel was the Chief Financial 

Officer of the Indian operations of Ingram Micro Mobility (formerly BrightPoint), based in New Delhi, India, from 

February 2012 to May 2013. Prior to his role at BrightPoint, Mr. Ahmad held several finance roles of increasing 

responsibility with Nortel Networks from 2003 to 2012, based in Brampton, Ontario, Canada; Seoul, South Korea; 

and Beijing, China. Adeel started his career in an audit function with Deloitte LLP in Toronto. He holds a 

Bachelor’s in Commerce from the University of Toronto and a Master’s in Business Administration from the Ivey 

School of Business, University of Western Ontario. 

Guy Clark is the Chief Corporate Development Officer of the Company. Guy brings to ADVANZ PHARMA more 

than 25 years of experience in the pharmaceutical industry, including previous senior roles at Glenmark 

Pharmaceuticals and IVAX Pharmaceuticals. Most recently, he served as Chief Strategy Officer at AMCo 

Pharmaceuticals from 2013 to 2015. As Chief Corporate Development Officer for ADVANZ PHARMA, Guy 

focuses on leading the Company’s corporate development initiatives including M&A, strategy formulation and 

implementation, and expanding the Company’s pipeline of medicines.  

Karl Belk is the Chief Operations Officer of the Company. Karl has more than 30 years of experience in 

manufacturing, packaging, supply chain and distribution, and 20 years in senior management and leadership 

positions including his role as Operations Director for Teva. As Chief Operations Officer for ADVANZ PHARMA, 

Karl leads all operations functions globally, including scientific affairs (medical, regulatory and quality), supply 

(supply chain and supplier alliance management), new product introductions and technical operations. 

Simon Tucker is the President of the International Segment of the Company. Simon started his pharmaceutical 

career as a Medical Representative with Pfizer Ltd in the U.K.. In 2000 he joined Goldshield and held various 

International Regional Management positions in the Middle East, Asia and Europe. He then joined the International 

division of Stiefel Laboratories with particular focus on the Middle East and Africa. Simon joined Amdipharm in 

2006 and was instrumental in establishing its Latin American business. In 2011, he became the Director of Alliance 

Management and in 2013 he was appointed International Commercial Director. As President, International & North 

America Simon leads the Company’s commercial operations in these regions. 

Robert Sully is an experienced General Counsel and corporate lawyer. He worked in London for 11 years for an 

international law firm before joining AMCo in 2011. As General Counsel during 2011-2016 he ran the legal, 

company secretarial and corporate communications teams. He was at the forefront of all M&A and he led all post-

acquisition integration projects, including the merger of Amdipharm and Mercury Pharma during 2012-20113 to 

create AMCo, and the integrations of Abcur (Sweden), Focus Pharma (U.K.), Primegen (U.K.) and BnM (Australia) 

into AMCo in 2013-2015. He led the integration of the ADVANZ PHARMA International and ADVANZ 

PHARMA North American segments of the Company in 2015-2016 and managed various of the Company’s 

regulatory disputes during 2016 - 2018. He was appointed as Global General Counsel of the Company in 2018.  

Paul Burden is the President of U.K. & Ireland Division and Corporate Communications of the Company. Paul 

joined ADVANZ PHARMA from Teva in September 2016 in the role of Vice President U.K.&I Commercial. His 

diverse commercial career spans 20 years and also includes marketing and commercial strategy roles at Smiths 

Medical Systems, IVAX Pharmaceuticals, Merck Generics (Mylan) and Arrow Generics (Watson Pharmaceuticals). 

In 2009 Paul moved into consultancy working as a Director at Fleishman-Hillard (an Omnicom communications 

consultancy), where he managed international communications programmes. In 2013, he joined Teva, where he had 

board level responsibility for the largest generics business in the U.K.. As President, U.K. & Ireland and Global 

Corporate Communications, Paul leads our commercial operations in the region, in addition to leading our Corporate 

Communications function. 

Corporate Cease Trade Orders or Bankruptcies 

Except as described in this Annual Information Form, to the knowledge of the Company, no individual who is a 

director, officer or promoter of or a securityholder anticipated to hold sufficient securities of the Company to affect 

materially the control of the Company, is, or has been within the past ten years, a director, officer or promoter of any 

other person or company that, while such person was acting in that capacity, was: 
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(a) the subject of a cease trade or similar order or an order that denied the person or company access 

to any exemptions under applicable securities law for a period of more than 30 consecutive days; 

or 

(b) declared bankrupt or made a proposal under any legislation relating to bankruptcy or insolvency or 

been subject to or instituted any proceedings, arrangement or compromise with creditors or had a 

receiver, receiver manager or trustee appointed to hold the assets of that person. 

On October 20, 2017, as part of the Company’s efforts to realign its capital structure, the Company and one of its 

wholly-owned direct subsidiaries commenced the CBCA Proceedings. The CBCA is a Canadian corporate statute 

that includes provisions that allow Canadian corporations to restructure certain debt obligations, and is not a 

bankruptcy or insolvency statute. The CBCA Order issued by the Court provides a stay of proceedings against any 

third party that is party to or a beneficiary of any loan, note, commitment, contract or other agreement with the 

Company or any of its subsidiaries, including the Company’s debtholders, from exercising any rights or remedy or 

any proceeding, including, without limitation, terminating, demanding, accelerating, setting-off, amending, 

declaring in default or taking any other action under or in connection with any loan, note, commitment, contract, or 

other agreement of the Company and its subsidiaries. 

The commencement of the CBCA Proceedings resulted in an event of default under the Existing Credit Agreement, 

the 2016 Note Indenture, the AMCo Note Indenture and the Currency Swaps, which defaults were subject to the stay 

of proceedings granted by the Court. In connection with the CBCA Proceedings, the Company elected to not make 

scheduled payments on the following debt obligations: (i) payments under the Covis Notes, (ii) payments under the 

AMCo Notes; and (iii) payments under the Extended Bridge Loan and Equity Bridge Loan. (See “Restructuring and 

Capital Realignment” in this Annual Information Form for further information relating to the CBCA Proceedings 

and the Recapitalization Transaction.) 

During the fourth quarter of 2017, and as a result of non-payment of certain obligations under the Equity Bridge 

Loan, certain of the Company’s subsidiaries had insolvency or similar petitions filed against them in certain foreign 

jurisdictions. These petitions were withdrawn in November 2017, and the Company agreed to settle the Equity 

Bridge Loan at a significant discount. 

Penalties or Sanctions 

Other than as disclosed herein, to the knowledge of the Company, no director, officer or promoter of the Company 

or a securityholder holding sufficient securities of the Company to affect materially the control of the Company, has 

been subject to any penalties or sanctions imposed by a court relating to securities legislation or by a securities 

regulatory authority or has entered into a settlement agreement with a securities regulatory authority or been subject 

to any other penalties or sanctions imposed by a court or regulatory body, including a self-regulatory body, that 

would be likely to be considered important to a reasonable securityholder making an investment decision. 

Individual Bankruptcies 

To the knowledge of the Company, other than as set forth below, no director, officer or promoter of the Company or 

a securityholder holding sufficient securities of the Company to affect materially the control of the Company, or a 

personal holding company of any such person, has, within the ten years before the date of this Annual Information 

Form, become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or been subject 

to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or 

trustee appointed to hold the assets of that individual. 

Mr. Benson, a director of the Company, in each case acting in connection with his role as a professional advisor to 

boards, shareholders, or companies experiencing operational or financial underperformance, has served as either 

Chief Restructuring Officer or director of several companies that have made a petition or proposal under bankruptcy 

or insolvency laws, as set out below: 

 Chief Restructuring Officer of 1721027 Ontario Inc. (o/a Becker Cogeneration Plant) pursuant to the order 

that company obtained under the Companies’ Creditors Arrangement Act on February 2, 2016; 
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 Chief Restructuring Officer of Plasco Energy Group Inc. when the company obtained an order under the 

Companies’ Creditors Arrangement Act on February 10, 2015; 

 Director of Cinram International Inc. when that company was subject to an order under the Companies’ 

Creditors Arrangement Act on June 25, 2012; and 

 Chief Restructuring Officer of Quebecor World Inc. when that company was subject an order under the 

Companies’ Creditors Arrangement Act and a concurrent petition under Chapter 11 of the United States 

Bankruptcy Code, for its U.S. subsidiaries, on January 21, 2008. 

Conflicts of Interest 

To the knowledge of the Company, other than as set forth below, there are no known existing or potential conflicts 

of interest between the Company or a subsidiary of the Company and a director or officer of the Company or a 

subsidiary of the Company. 

Florian Harger is and will continue to be engaged as an employee of GSO. In connection with the implementation of 

the Plan, the Company entered into the Investor Rights Agreement among the parties that participated in the Private 

Placement, including GSO. It is therefore possible that situations may arise where this is a conflict between his 

duties as Director to the Company and his duties as an employee of GSO. Any conflicts of interest will be subject to 

and governed by the law applicable to directors’ and officers’ conflicts of interest. In accordance with applicable 

laws, the directors of the Company are required to act honestly, in good faith and in the best interests of the 

Company. (See “Restructuring and Capital Realignment” in this Annual Information Form for further information 

relating to the relationship between GSO and the Company). 

LEGAL PROCEEDINGS AND REGULATORY MATTERS 

Other than as discussed herein, to the knowledge of the Company, there are no material legal proceedings or 

regulatory actions known or known to be contemplated against the Company or to which any of its property is or 

may be subject in respect of which the claim for damages, exclusive of interest and costs, exceeds ten percent (10%) 

of the current assets of the Company. No penalties or sanctions have been imposed against the Company by a court 

relating to securities legislation or by a securities regulatory authority and no settlement agreements have been 

entered into by the Company before a court relating to securities legislation or with a securities regulatory authority. 

Legal Proceedings 

From time to time, the Company becomes involved in various legal and administrative proceedings, which include 

product liability, intellectual property, commercial, antitrust, government and regulatory investigations, related 

private litigation and ordinary course employment-related issues. From time to time, the Company also initiates 

actions or files counterclaims. The Company could be subject to counterclaims or other suits in response to actions it 

may initiate. The Company believes that the prosecution of these actions and counterclaims is important to preserve 

and protect the Company, its reputation and its assets. Certain of these proceedings and actions are described below. 

Unless otherwise indicated the Company cannot reasonably predict the outcome of these legal proceedings, nor can 

it currently estimate the amount of loss, or range of loss, if any, that may result from these proceedings. An adverse 

outcome in certain of these proceedings could have a material adverse effect on the Company’s business, financial 

condition and results of operations, and could cause the market value of its Limited Voting Shares and/or debt 

securities to decline. 

The Existing Equity Class Action Claims were released pursuant to the Plan and the Final Order, provided that any 

recovery in respect of such Existing Equity Class Action Claims was limited pursuant to the Plan and the Final 

Order to recovery from any applicable insurance policies maintained by the Company, subject to certain exceptions. 

The Company and certain of its former executive officers are the subject of various class action complaints relating 

to the Company’s August 12, 2016 press release, whereby the Company revised its 2016 guidance. The complaints 

allege that the Company issued false and misleading statements to investors and/or failed to disclose that: the 
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Company was experiencing a substantial increase in market competition against its drug Donnatal®, and other 

products; as a result, the Company’s financial results would suffer, and the Company would be forced to suspend its 

dividend; and as a result of the Company’s statements about its business, operations and prospects were materially 

false and misleading and/or lacked a reasonable basis at all relevant times. The class action lawsuits have been 

consolidated into a single case and a motion to dismiss the action was filed by the Company on February 20, 2017. 

On March 21, 2017, the plaintiffs in this action filed a response to the motion to dismiss, and on April 5, 2017 the 

Company filed a reply to plaintiffs’ response. On July 28, 2017, the United States District Court, Southern District 

of New York denied the motion to dismiss in part and granted it in part. On February 7, 2018, the plaintiffs filed a 

motion for class certification. The Company filed an opposition to the plaintiffs’ motion for class certification on 

March 12, 2018, and the plaintiffs filed a reply in support of class certification on March 28, 2018. On July 27, 

2018, the United States District Court, Southern District of New York, entered an order denying the plaintiffs’ 

motion for class certification without prejudice to refiling or rearguing the motion. On September 25, 2018, the 

plaintiffs filed a proposed amended complaint and asked the United States District Court, Southern District of New 

York to allow the proposed amendment. The Company has opposed this request. During the third quarter of 2018, 

the Company agreed to a tentative settlement of this class action. The tentative settlement has been preliminarily 

approved by the court and remains subject to final approval by the court after notice has been provided to affected 

shareholders. 

The Company and certain of its former executive officers were also subject to a class action complaint alleging that 

the Company made false and/or misleading statements, as well as, failed to disclose material adverse facts about the 

Company's business operations and prospects, in the Company's registration statement, prospectus and supplemental 

prospectus issued in connection with the Company's secondary offering completed on September 30, 2015. 

Specifically, the claim alleged that the statements were false and/or misleading and/or failed to disclose that: (i) the 

Company was experiencing a substantial increase in market competition against Donnatal®, and other products; (ii) 

consequently the Company's financial results would suffer and the Company would be forced to suspend its 

dividends; and (iii) as a result of the foregoing, the defendant's statements about the Company's business operations 

and prospects were false and misleading and/or lacked a reasonable basis. On June 27, 2017, the plaintiff in this 

action voluntarily dismissed the complaint on a without prejudice basis. 

The Company and certain of its former executive officers and a former director are subject to a proposed securities 

class action filed in Quebec, Canada. The amended motion for authorization of a class action alleges that the 

Company failed to disclose adverse material facts relating to, and misrepresented, among other things, the 

Company’s ability to achieve its guidance, increased generic competition on key products, including Donnatal®, the 

Company’s pricing strategies, changes to the Company’s sales force, and the Company’s vulnerability to regulatory 

and political changes in certain disclosures from March 23, 2016 to August 11, 2016. On June 15, 2017, the plaintiff 

in the action discontinued their claim against the Board (other than the one former director) and certain of its former 

executive officers. During the second quarter of 2018, the Company, with the approval of its affected insurance 

carriers, agreed to a settlement of both the proposed Quebec and Ontario class actions for the total amount of $13.9 

million. The settlement has been approved by both the Quebec Superior Court and the Ontario Superior Court of 

Justice. 

On October 19, 2017, a statement of claim was filed in Ontario, Canada against the Company and certain of its 

former executive officers on behalf of all persons and entities, other than persons resident in Quebec, Canada, which 

alleges substantially the same claims as those raised in the proposed Quebec class action described above. This 

proposed class action has not yet been certified nor has leave to bring a statutory claim under securities legislation 

yet been granted. As described above, during the second quarter of 2018, the Company, with the approval of its 

affected insurance carriers, agreed to a settlement of both the proposed Quebec and Ontario class actions for the total 

amount of $13.9 million. The settlement has been approved by both the Quebec Superior Court and the Ontario 

Superior Court of Justice. Upon the January 3, 2019 deadline for opting out, one party opted out of the settlement.  

Discussions are underway between the Company and the party that opted out. This opt out has now been withdrawn 

and the settlement is being processed 

During the first quarter of 2016, the Company became aware that a third party had notified wholesalers, through 

listing services, of its intent to distribute and sell in certain U.S. regions a non-FDA approved copy of Donnatal® 

tablets. On January 6, 2016, the Company commenced a lawsuit against the third party and its principal owner 

claiming damages from such conduct, and on April 29, 2016 and May 3, 2016 commenced proceedings against two 
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listing services for the continued listing of the products in their database. In May 2016, the Company became aware 

that this non-FDA approved product was introduced into certain U.S. regions. On October 4, 2016 and November 

16, 2016, the Company dismissed its claims against the listing services on a without prejudice basis, respectively. 

On March 15, 2017, the court ruled on the third party’s motion to dismiss the Company’s claim, denying such 

motion in part and granting it in part. On March 29, 2017, the third party filed its answer and counter claim in 

response to the Company’s claim. On August 16, 2017, this third party filed a motion to amend its counterclaim to 

add factual allegations detailing the scope of the Company’s campaign to disparage its products and interfere with 

its contractual and business relationships. On November 8, 2017, the court granted the Company’s motion for leave 

to file its second amended complaint, permitting the Company to include its direct false advertising claim. On June 

29, 2018, the Company filed an amended complaint to include claims relating to the listing and distribution of a non-

FDA approved copy of Donnatal® elixir. The Company continues to pursue this lawsuit vigorously and trial is 

expected in Q4 2019 or Q1 2020. 

In a similar lawsuit relating to non-FDA approved copies of Donnatal® tablets commenced against Method 

Pharmaceuticals, LLC (“Method”) and its principal owner, the Company received a favorable jury verdict on April 

21, 2016 and was awarded damages in the amount of approximately $733 thousand. On March 2, 2017, the United 

States District Court - Western District of Virginia, Charlottesville Division, granted the Company’s motion for 

enhanced damages in part, to amend the judgment against Method and its principal owner to reflect an award of 

damages in the total amount of approximately $2.2 million. On March 30, 2017, Method filed a motion to reconsider 

the order on enhanced damages. On April 13, 2017, the Company filed an opposition to Method’s motion to 

reconsider. On July 19, 2017, the court denied Method’s motion to reconsider. On August 30, 2017, Method filed a 

notice of appearance with the United States Court of Appeals for the Fourth Circuit to appeal the enhanced damages 

award. On February 1, 2018, Method and its principal owner and the Company settled the enhanced damages award. 

On June 16, 2018, the Company commenced a lawsuit in the United States against Lazarus Pharmaceuticals Inc. 

(“Lazarus”) and Cameron Pharmaceuticals LLC (“Cameron”) for listing and distributing a non-FDA approved 

copy of Donnatal® elixir in certain U.S. regions. On July 6, 2018, the Company filed a motion for a preliminary 

injunction against Lazarus and Cameron to remove the listings, and cease the distribution, of this product. On July 

17, 2018, Lazarus filed a motion to dismiss the Company’s claims for lack of personal jurisdiction. On July 30, 

2018, Cameron also filed a motion to dismiss the Company’s claims for lack of personal jurisdiction. On June 29, 

2018, the Company filed a statement of claim against Lazarus and Mark Thompson (the former Chief Executive 

Officer of the Company) in the Province of Ontario for, among other things, breach of contract and post-

employment covenants. The Company was unsuccessful in an injunction hearing held on October 3, 2018. In 

January 2019, the Company filed a claim in the Province of Ontario against Jean Paul Laurin for, among other 

things, breach of contract and post-employment covenants. The Company continues to pursue these lawsuits 

vigorously. 

During the first quarter of 2018, the Company filed a complaint in the United States against Blake Kelley, a former 

employee of the Company, for breach of his employment agreement, non-disclosure agreement, non-competition 

agreement and separation agreement by, inter alia, retaining, disclosing and/or using the Company’s confidential, 

proprietary, and trade secret information relating to Donnatal®, breach of contract accompanied by a fraudulent act, 

misappropriation of trade secrets, a claim under the South Carolina Unfair Trade Practice Act, civil conspiracy, and 

violation of the Computer Fraud and Abuse Act. On May 17, 2018, Blake Kelley filed a motion to dismiss the 

action. On June 7, 2018 the Company filed an amended complaint, on information and belief that Mr. Kelley has 

been involved in the distribution of the non-FDA approved copy of the Donnatal® elixir distributed by Lazarus and 

Cameron. In December 2018, the Company filed an application to amend the claim to add Jean Paul Laurin as a 

defendant.  The Company continues to pursue these lawsuits vigorously. 

The Company, through its subsidiary, received a notice on December 20, 2016 from Lachlan Pharmaceuticals 

(“Lachlan”), the distributor of Ulesfia®, that it had received notice from its distributor Zylera Pharmaceuticals, 

LLC (“Zylera”) that there had been a change in market conditions (a “Market Change”) such that no minimum 

product payment obligations for the calendar year 2016 would be made to the Company. The Company issued a 

formal dispute notice to Lachlan on January 6, 2017 regarding Lachlan’s obligation to make the minimum product 

payment to the Company for the calendar year 2016. Subsequently, Lachlan, Zylera, Shionogi Inc. (“Shionogi”) and 

the Company entered into a joint prosecution agreement, and on June 12, 2017 Shionogi notified Summers 

Laboratories, Inc. (“Summers”) (the upstream counterparty to which the minimum payments are ultimately paid), 
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that there had been a Market Change and therefore no minimum product payments were due in 2016 and beyond. 

On July 28, 2017, Summers filed a Demand for Arbitration in the matter. The arbitration hearing took place in New 

York during July 2018. On October 22, 2018 the arbitration panel (the “Panel”) issued an Interim Award. The Panel 

found that there had not been a Market Change up to and including the last date of the hearing in the arbitration, July 

27, 2018. On December 26, 2018, the Panel issued a second Interim Award denying acceleration of the minimum 

royalty payments but granting attorney fees. Summers submitted its application in support of its claim for attorneys' 

fees, expenses and costs on January 8, 2019. Shionogi submitted its response to Summers' application for attorneys' 

fees, expenses and costs on January 18, 2019. On March 4, 2019, the Panel issued its Final Order for attorneys' fees, 

expenses and costs of approximately $2.3 million.  The minimum royalty payable on Ulesfia® is $3.0 million per 

year, payable on an annual basis to the earlier of the period where: (i) there exists an issued and unexpired patent 

right; or (ii) no unauthorized third party generic version of Ulesfia® is being sold in the relevant territory 

Regulatory Matters 

On October 25, 2016, the Company announced that the CMA commenced an investigation into various issues in 

relation to the U.K. pharmaceutical sector, and that ADVANZ PHARMA International was part of the inquiry. The 

CMA’s investigation includes matters that pre-date the Company’s ownership of AMCo and relates to the 

ADVANZ PHARMA International segment’s pricing of three products. On May 31, 2017, the Company announced 

that the CMA notified the Company that it was continuing its investigation after an initial stop/go decision. On 

November 21, 2017, the Company announced that the CMA issued a statement of objections to the Company, and 

the former owners of the ADVANZ PHARMA International segment, HgCapital LLP and Cinven, in relation to the 

pricing of one of the three products, liothyronine tablets, in the U.K. between November 2007 and at least July 2017. 

A statement of objections is a formal statement by the CMA that it considers that a competition infringement may 

have occurred. On February 15, 2018, the Company announced that the CMA notified the Company that it was 

closing its investigation related to Fusidic Acid, also one of the three products under investigation. On April 20, 

2018, the Company responded in detail to the CMA's statement of objections, and on May 21, 2018 the Company 

attended an oral hearing to present the key points of its response to the CMA decision panel. On January 21, 2019, 

the CMA panel issued a supplemental statement of objections narrowing the scope of the investigation into 

liothyronine tablets, including reducing the period of time under consideration by two years.  This investigation 

includes matters that pre-date the Company’s ownership of ADVANZ PHARMA International. The Company takes 

competition law very seriously and does not believe that competition law has been infringed. The Company is 

preparing its response to the supplemental statement of objections and in addition has applied for a stay of the 

investigation pending various third party proceedings and appeals which are likely to clarify the law in this area.  

The Company will continue to work co-operatively with the CMA as it proceeds with its investigation.   

On March 3, 2017, the Company announced that the CMA issued a statement of objections to a third party and the 

Company in relation to the supply of 10mg hydrocortisone tablets in the U.K. between 2013 and 2016. On May 26, 

2017, the Company responded in detail to the CMA's statement of objections and on July 20, 2017 the Company 

attended an oral hearing to present the key points of its response to the CMA decision panel. This investigation 

includes matters that pre-date the Company’s ownership of AMCo. To date, the CMA decision panel has not issued 

a decision. 

On October 10, 2017, the Company announced that the CMA commenced additional investigations in relation to the 

U.K. pharmaceutical sector, and that ADVANZ PHARMA International and certain of its products are part of the 

inquiry. These investigations include matters that predate the Company's ownership of AMCo, and involve the 

following products: Carbimazole, Nitrofurantoin, Prochlorperazine, Dicycloverine, Trazodone and Nefopam. On 

November 12, 2018, the Company was notified that the CMA is no longer investigating Trazodone, Nefopam and 

Dicyloverine on the grounds of administrative priority. This decision does not prevent the CMA from opening a new 

investigation into these products in the future. The investigations into Nitrofurantoin and Prochlorperazine remain 

underway. On February 21, 2019, the Company received notice from the CMA that the investigation into 

Nitrofurantoin was being amended to include 100mg capsules in addition to 50mg capsules. 

On December 1, 2017, the Company announced that it received an initial notification letter from NASDAQ’s 

Listing Qualifications Department notifying the Company that it had 180 days to regain compliance with the 

minimum bid price requirement set forth in NASDAQ’s continued listing rules. NASDAQ’s continued listing rules 

require that listed securities maintain a minimum bid price of $1.00 per share, and that a failure to meet the 
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minimum bid price requirement exists if the deficiency continues for a period of thirty (30) consecutive business 

days or more. The Common Shares traded below a bid price of $1.00 for thirty (30) consecutive business days from 

October 17, 2017, to November 28, 2017. As a result, NASDAQ found that the Company did not meet the minimum 

bid price requirement. The Common Shares remained listed on NASDAQ and the Company had until May 29, 2018, 

to regain compliance with the minimum bid price requirement in order to maintain the listing. To regain compliance 

with the minimum bid price requirement, the Common Shares must have a closing bid price of at least $1.00 for a 

minimum of ten (10) consecutive business days. On May 30, 2018, the Company received notification from the 

Listing Qualifications Department of the NASDAQ informing the Company that its Commons Shares will be 

scheduled for delisting effective at the opening of business on June 8, 2018. As part of the Recapitalization 

Transaction, lenders supporting the transaction requested that the Company delist its Common Shares from 

NASDAQ. On May 31, 2018, the Company announced that it did not intend to apply to NASDAQ for additional 

time to regain compliance and that it anticipated that its Common Shares would be delisted from, and cease trading 

on, NASDAQ. The Common Shares were further suspended from trading on NASDAQ on June 8, 2018. On July 

18, 2018, NASDAQ made a determination to delist the Company’s securities from NASDAQ 

as a result of the Company’s decision not to submit a plan to regain compliance with NASDAQ’s continued listing 

requirements. On January 28, 2019, the Company made a filing under U.S. securities laws to suspend its U.S. 

reporting obligations, the first step in the process to cease being a reporting company in the U.S. The Company 

anticipates that it will have fully completed the U.S. deregistration process by  mid-2019. 

On September 16, 2016, the Company announced that a bill was introduced in the U.K. House of Commons to 

amend and extend existing provisions of the NHSA to enable the Secretary of State to help manage the cost of 

health service medicines. On April 27, 2017, the U.K. government accorded Royal Assent to the HSMCA. The 

HSMCA introduces provisions in connection with controlling the cost of health service medicines and other medical 

supplies. The HSMCA also introduces provisions in connection with the provision of pricing and other information 

by manufacturers, distributors and suppliers of those medicines and medical supplies. The HSMCA also introduces 

provisions in connection with the provision of pricing and other information by manufacturers, distributors and 

suppliers of those medicines and medical supplies. On July 1, 2018, the Department of Health issued regulations 

relating to the provision of routine and non-routine information. These regulations require manufacturers and 

wholesalers to provide information relating to sales volumes and average selling prices on a quarterly basis, as well 

as provide the Department of Health the power to access information relating to costs and inventory holdings on a 

non-routine basis. The Company currently provides volume and average selling price data on many of its products, 

therefore, it is not anticipated that the information regulations issued by the Department of Health on July 1, 2018 

will have a material adverse impact on the Company. However, the Company continues to monitor the 

implementation of the HSMCA. While the full effects and implementation of the Act are unknown at this time, the 

Act could impose certain risks and uncertainties on the Company’s operations and cash flows. In addition, although 

the Company currently believes that the provision of pricing and other information regulations under the HSMCA 

do not at this time materially adversely affect the Company, the impact on the Company’s business will not be 

known until such time that the regulations are fully implemented and enforced. The Department of Health are 

expected to consult with the industry on how it intends to utilize any new powers to control the cost of any health 

service medicines and other supplies. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Other than as disclosed herein, to the knowledge of the Company, none of: (i) the directors, executive officers or 

persons that beneficially own, or control or direct, directly or indirectly, more than 10% of the outstanding securities 

of the Company; or (ii) any associate or affiliate of the persons referred to in (i), has or has had any material interest, 

direct or indirect, in any transaction within the three most recently completed financial years or during the current 

financial year that has materially affected or will materially affect the Company or any of its subsidiaries. 

Certain current employees of ADVANZ PHARMA International had an equity interest in AMCo at the time of its 

sale to the Company. As a result, pursuant to the  AMCo SPA entered into by the Company in connection with the 

AMCo Acquisition, these employees received a portion of the consideration paid by the Company to the vendors of 

AMCo (including earn-out consideration paid in December 2016 and February 2017 respectively). 

See “Directors and Executive Officers of the Company - Conflicts of Interest” in this Annual Information Form. 
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PROMOTER 

Other than the directors and officers of the Company, management is not aware of any person or company who 

could be characterized as a promoter of the Company or a subsidiary of the Company within the two most recently 

completed financial years or during the current financial year. With the exception of executive compensation or 

reimbursement of expenses, no promoter of the Company or its subsidiaries has received anything of value directly 

or indirectly from the Company or its subsidiaries during the last two financial years of the Company.  

AUDIT COMMITTEE 

The Board has established an audit committee comprised of three directors (the “Audit Committee”). As at 

December 31, 2018, and March 14, 2019, the Audit Committee was chaired by Randall Benson and the other 

committee members included Robert Manzo and Barry Fishman. Each member of the Audit Committee is 

independent of management of the Company and is financially literate in that each has the ability to read and 

understand a set of financial statements that present a breadth and level of complexity of accounting issues that are 

generally comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the 

Company’s financial statements. The relevant education and experience of each member of the Audit Committee is 

provided above, under the heading “Biographies - Non-Executive Directors”. 

During the financial year ended December 31, 2018, three other individuals were a member of the Audit Committee. 

Rochelle Fuhrmann, Frank Perier, Jr. and Jordan Kupinsky were a member of the Audit Committee at the beginning 

of the financial year ended December 31, 2018 but vacated their position on September 6, 2018. They were replaced 

by Randall Benson, Robert Manzo and Barry Fishman upon their election to the Board by the Company’s 

shareholders. 

The mandate of the Audit Committee is set out in the written Charter of the Audit Committee. A copy of the Audit 

Committee charter is included as Appendix “C” attached hereto. 

Reliance on Certain Exemptions 

At no time since the commencement of the Company’s most recently completed financial year has the Company 

relied on the exemptions in Section 2.4 of National Instrument 52-110 (De Minimis Non-audit Services), Section 3.2 

of National Instrument 52-110 (Initial Public Offerings), Section 3.4 of National Instrument 52-110 (Events Outside 

of Control of Member), Section 3.5 of National Instrument 52-110 (Death, Disability or Resignation of Audit 

Committee Member), or an exemption from National Instrument 52-110, in whole or in part, granted under Part 8 of 

National Instrument 52-110. 

Additionally, at no time since the commencement of the Company’s most recently completed financial year has the 

Company relied on the exemptions in subsection 3.3(2) of National Instrument 52-110 (Controlled Companies), 

Section 3.6 of National Instrument 52-110 (Temporary Exemption for Limited and Exceptional Circumstances) or 

Section 3.8 of National Instrument 52-110 (Acquisition of Financial Literacy). 

Audit Committee Oversight 

At no time since the commencement of the Company’s most recently completed financial year was a 

recommendation of the Audit Committee to nominate or compensate an external auditor not adopted by the Board. 

Pre-Approval Policies and Procedures 

The Audit Committee is authorized by the Board to review the performance of the Company’s external auditors and 

approve in advance the provision of services other than auditing and to consider the independence of the external 

auditors, including reviewing the range of services provided. The Audit Committee may delegate to any independent 

member of the Audit Committee the authority to pre-approve any non-audit services. 
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External Auditor Service Fees 

A summary of the external auditor service fees and billings paid or payable to the Company’s external auditors in 

respect of the last two fiscal years ended December 31 is set out below: 

 

Fiscal Year Audit Fees Audit-Related Fees Tax Fees All Other Fees Total 

2017(1) $2,322,728 - $12,240(2) - $2,334,968 

2018(1) $2,296.538 - $600,795(3) - $2,897,333 

Notes: 
(1) Fees paid to PricewaterhouseCoopers LLP, who were appointed as the auditors of the Company during the second quarter of 2015. 
(2) This amount relates to fees for completing compliance requirements. 

(3) This amount relates to fees for advisory services in relation to the Company’s MIP. 

MATERIAL CONTRACTS 

The Company and/or its subsidiaries, as applicable, have entered into the following material contracts since the 

beginning of the Company’s most recently completed financial year or before the Company’s most recently 

completed financial year if any such contract is still in effect, and which are outside of the ordinary course of the 

Company’s business. A description and summary of each material contract listed below has been cross-referenced in 

this Annual Information Form: 

1. 2016 Note Indenture (see “General Development of the Business – Funding Arrangements”); 

2. 2016 Note Purchase Agreement (see “General Development of the Business – Funding 

Arrangements”); 

3. New ADVANZ PHARMA Credit Agreement (See “Restructuring and Capital Realignment”); 

4. New USD Term Loan (See “Restructuring and Capital Realignment”); 

5. EUR Term Loan (See “Restructuring and Capital Realignment”); 

6. New Secured Notes (See “Restructuring and Capital Realignment”); 

7. Investor Rights Agreement (See “Restructuring and Capital Realignment”); and 

8. Exchange Rights Agreement (See “Description of Equity Capital Structure - Management 

Incentive Plan”). 

Copies of the above listed material contracts are available on the Company’s profile on SEDAR, online at 

www.sedar.com or upon request from the Company at 5770 Hurontario Street, Suite 310, Mississauga, Ontario, L5R 

3G5. 

INTEREST OF EXPERTS 

The Company’s independent auditors are PricewaterhouseCoopers LLP, Chartered Professional Accountants, who 

have issued an independent auditor’s report dated March 14, 2019 in respect of the Company’s consolidated 

financial statements as at December 31, 2018 and 2017. PricewaterhouseCoopers LLP has advised that they are 

independent with respect to the Company within the meaning of the Chartered Professional Accountants of Ontario 

CPA Code of Professional Conduct. 

TRANSFER AGENT AND REGISTRAR 

The Transfer Agent and Registrar for the Limited Voting Shares is TSX Trust Company, 200 University Avenue, 

Suite 300, Toronto, Ontario, M5H 4H1.  

RISK FACTORS 

The following sets forth certain risks and uncertainties that could have a material adverse effect on the Company’s 

business, financial condition and results of operations and the trading price of the Limited Voting Shares, which 

could decline, and investors may lose all or part of their investment. Additional risks and uncertainties of which the 

Company currently is unaware or that are unknown or that it currently deems to be immaterial could have a material 
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adverse effect on the Company’s business, financial condition and results of operations. The Company cannot assure 

you that it will successfully address any or all of these risks. The risks described below describe certain currently 

known material factors, any of which could have a material adverse effect on the Company’s business, financial 

condition and results of operations. There is no assurance that any risk management steps taken will avoid future 

loss due to the occurrence of the risks described below or other unforeseen risks.  

Risk Factors Related to the Business of the Company  

The Company has a significant amount of indebtedness and the Company may not be able to make payments in 

respect of or to restructure or refinance its indebtedness. The Company may be required to seek additional 

sources of financing to satisfy liquidity needs. 

In the period between inception to September 6, 2018, the Company expanded significantly through acquisitions to 

become an international pharmaceutical company with a large portfolio of products in the North American, U.K. and 

other international markets.  This left the Company with significant levels of debt which it was not able to service on 

a long term basis.  Accordingly, in 2017 a restructuring process under the CBCA was initiated with the Company’s 

creditors.  This led to a Court-approved CBCA Plan of Arrangement dated June 26, 2018 with an effective date of 

September 6, 2018 (“Restructuring”).  Prior to the Restructuring the Company had a total of approximately $3.8 

billion of debt.  Following the Restructuring the Company has a total of approximately $1.4 billion of debt.  

The Company continues to face significant challenges posed by the decline in its operating performance, high 

leverage and foreign exchange risks, in addition to the challenging business environment facing the Company in the 

North American, U.K. and international markets.  The Company’s revenues and EBITDA continue to decline year 

on year.   

The Company’s use of its working capital and cash resources is dependent on the generation of cash flow by its 

subsidiaries and their ability to make such cash available to the Company, by dividend, debt repayment or otherwise. 

The Company’s subsidiaries may not be able to, or may not be permitted to, make distributions to enable it to make 

payments in respect of the Company’s indebtedness. In the event that the Company does not receive distributions 

from its subsidiaries, it may be unable to make required payments under its debt obligations and/or make ordinary 

course payments in connection with its operations. 

The Company’s credit facilities and the agreements governing the Company’s existing and future indebtedness may 

be secured by all or substantially all of the Company’s undertaking, property (including intellectual property) and 

assets. The Company may be required to seek additional sources of financing to satisfy liquidity needs. (See the 

“Restructuring and Capital Realignment” section in this Annual Information Form for a discussion of the liquidity 

risks facing the Company’s business). These additional sources of financing may not be available on commercially 

reasonable terms or at all. Even if they are available, these financings may result in significant dilution to 

shareholders. 

The Company’s indebtedness could have important consequences to holders of the Limited Voting Shares. For 

example, the Company’s indebtedness: 

 requires the Company to dedicate a substantial portion of its cash flow from operations to 

payments on the indebtedness, reducing the availability of cash flow to fund working capital, 

capital expenditures, development activity, acquisitions and other general corporate purposes; 

 increases the Company’s vulnerability to adverse general economic or industry conditions; 

 limits the Company’s flexibility in planning for or reacting to, changes in its business or the 

industries in which it operates; 

 limits the Company’s ability to obtain additional financing in the future for working capital or 

other purposes; 

 places the Company at a competitive disadvantage compared to competitors that have 

proportionately less indebtedness; 

 results in increased sensitivity of overall cash flow and profitability to changes in interest rates; 

and 
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 places certain limits or constraints on the Company’s ability to pay dividends on its Limited 

Voting Shares. 

The Company is exposed to fluctuations in currency exchange rates. 

The Company operates in more than 90 countries and is subject to making and receiving payments in a number of 

currencies. The Company reports its financial results in U.S. dollars, but significant portions of the Company’s costs 

and revenue streams may be denominated in currencies other than the U.S. dollar. To the extent that there are 

fluctuations in the U.S. dollar relative to other currencies, the Company’s revenue and operating results may be 

negatively impacted, which could have a material adverse effect on the Company’s business, financial condition and 

results of operations. Management monitors the exposure to foreign currency risk and regularly reviews its risk 

management strategies and all outstanding positions. Even though the Company has taken these steps, fluctuations 

in foreign exchange may still have a material adverse effect on the Company’s business, financial condition and 

results of operations. 

The Company has evolved at a very rapid pace and the Company may be unable to successfully manage and/or 

support further evolution. 

Concordia Private Co. was formed in December 2012. Since 2013, the Company, through its subsidiaries, has 

completed several acquisitions. The Company had no operations prior to acquiring Concordia Private Co. and 

Concordia Private Co. had no operations prior to acquiring certain assets in 2013. The Company’s relatively brief 

operating history may make it difficult to evaluate the Company’s prospects for success and the ability of the 

Company to declare and pay cash dividends to its shareholders in the future. There is no assurance that the Company 

will be successful and the Company’s operations and business may not be sustainable or may prove to be 

unsuccessful. 

The Company’s rapid evolution has put significant demands on its processes, systems and personnel. The Company 

has made and expects to make further investments in systems and internal control processes to help manage its 

ongoing evolution. If the Company is unable to successfully manage and/or support its rapid evolution and the 

challenges and difficulties associated with managing larger, more complex operations and its business, this could 

have a material adverse effect on the Company’s business, financial condition and results of operations. 

A downgrade, suspension or withdrawal of the rating assigned by a credit rating organization to the Company or 

its debt instruments, if any, could cause the liquidity or market value of the Limited Voting Shares to decline. 

The Company’s various debt instruments have been rated by internationally recognized credit rating organizations 

and may in the future be rated by additional credit rating organizations. The Company cannot assure shareholders 

that any rating assigned will remain for any given period of time or that a rating will not be lowered or withdrawn 

entirely by a credit rating organization if, in that organization’s judgment, circumstances relating to the basis of the 

rating, such as adverse changes in the Company’s business, so warrant. During 2018, Moody’s and S&P revised 

their credit ratings on the Company and its debt securities. For example, Moody’s assigned the Company a “B3” 

Corporate Family Rating and a “B3-PD” Probability of Default Rating and S&P revised the Company’s corporate 

credit rating to “B-” from “D”, as well as assigned an issue-level rating of “B-” to the Company’s New Secured 

Debt. (See the “Ratings” section in this Annual Information Form for additional information concerning the 

Company’s credit ratings and changes to those ratings). Any downgrade, suspension or withdrawal of a rating by a 

credit rating organization (or any anticipated downgrade, suspension or withdrawal) could reduce the liquidity or 

market value of the Limited Voting Shares. Any future lowering of the Company’s ratings may make it more 

difficult or more expensive for the Company to obtain additional financing. If any credit rating initially assigned to 

the Company or its debt instruments is subsequently lowered or withdrawn for any reason, shareholders may lose 

some or all of the value of their investment. 

The Company may not be able to secure additional financing. 

The Company may still need to raise additional funds through, among other ways, public or private debt or equity 

financings in order to: (i) fund ongoing operations; (ii) take advantage of opportunities, including more rapid 

expansion of the Company’s business or the acquisition of complementary businesses; (iii) respond to competitive 
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pressures; or (iv) repay debt and other obligations. There can be no assurance that the Company will be able to raise 

the additional funding, or to raise such funding on economic or commercially reasonable terms, that it needs to fund 

ongoing operations, carry out its growth objectives, respond to competitive pressures or to repay its debt or other 

obligations. The Company cannot predict the size of future issuances of Limited Voting Shares or other securities or 

the effect, if any, that future issuances and sales of such securities will have on the market price of the Limited 

Voting Shares or value of other securities of the Company. Sales or issuances of substantial numbers of Limited 

Voting Shares or other securities by the Company, or the perception that such sales could occur, may adversely 

affect prevailing market prices of the Limited Voting Shares or the value of other securities of the Company. 

The Company is exposed to risks related to changes in interest rates. 

The Company is exposed to risks related to changes in interest rates. Interest rate risk is the risk that the fair value or 

future cash flows of a financial instrument will fluctuate because of changes in market interest rates. During 2018, 

the U.S. and U.K. central banks increased their prime interest rates and it is possible (perhaps likely) that such 

interest rates will continue to increase during 2019 and beyond. Certain of the Company’s debt bears interest at 

floating interest rates and, as a result, is subject to interest rate cash flow risk resulting from market fluctuations in 

interest rates, which in turn could have a material adverse effect on the Company’s business, financial condition and 

results of operations. 

The Company is subject to risks related to general commercial litigation, class actions, employment claims and 

other litigation claims, as well as potential administrative and regulatory actions, as part of its operations. 

In the course of its business, the Company may be involved in general commercial claims related to the conduct of 

its business and the performance of its products and services, employment claims and other litigation claims and 

regulatory actions and the Company has and may in the future become subject to class action claims. Litigation 

resulting from these claims and investigations could be costly and time-consuming and could divert the attention of 

management and other key personnel from the Company’s business and operations. The complexity of any such 

claims and investigations and the inherent uncertainty of commercial, class action, employment and other litigation 

and investigations increases these risks. In recognition of these considerations, the Company could suffer significant 

litigation expenses in defending any of these claims and investigations and may enter into settlement agreements. If 

the Company is unsuccessful in its defense of material litigation claims or regulatory investigations or is unable to 

settle the claims or regulatory investigations, the Company may be faced with significant monetary damage awards 

or other remedies against it including injunctive relief or commitments with regulatory authorities that could have a 

material adverse effect on the Company’s business, financial condition and results of operations. Administrative or 

regulatory actions against the Company or its employees could also have a material adverse effect on the Company’s 

business, financial condition and results of operations. 

The Existing Equity Class Action Claims were released pursuant to the Plan and the Final Order, provided that any 

recovery in respect of such Existing Equity Class Action Claims was limited pursuant to the Plan and the Final 

Order to recovery from any applicable insurance policies maintained by the Company, subject to certain exceptions. 

The Company and certain of its former executive officers are the subject of various class action complaints relating 

to the Company’s August 12, 2016 press release, whereby the Company revised its 2016 guidance. The complaints 

allege that the Company issued false and misleading statements to investors and/or failed to disclose that: the 

Company was experiencing a substantial increase in market competition against its drug Donnatal®, and other 

products; as a result, the Company’s financial results would suffer, and the Company would be forced to suspend its 

dividend; and as a result of the Company’s statements about its business, operations and prospects were materially 

false and misleading and/or lacked a reasonable basis at all relevant times. The class action lawsuits have been 

consolidated into a single case and a motion to dismiss the action was filed by the Company on February 20, 2017. 

On March 21, 2017, the plaintiffs in this action filed a response to the motion to dismiss, and on April 5, 2017 the 

Company filed a reply to plaintiffs’ response. On July 28, 2017, the United States District Court, Southern District 

of New York denied the motion to dismiss in part and granted it in part. On February 7, 2018, the plaintiffs filed a 

motion for class certification. The Company filed an opposition to the plaintiffs’ motion for class certification on 

March 12, 2018, and the plaintiffs filed a reply in support of class certification on March 28, 2018. On July 27, 

2018, the United States District Court, Southern District of New York, entered an order denying the plaintiffs’ 

motion for class certification without prejudice to refiling or rearguing the motion. On September 25, 2018, the 
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plaintiffs filed a proposed amended complaint and asked the United States District Court, Southern District of New 

York to allow the proposed amendment. The Company has opposed this request. During the third quarter of 2018, 

the Company agreed to a tentative settlement of this class action. The tentative settlement has been preliminarily 

approved by the court and remains subject to final approval by the court after notice has been provided to affected 

shareholders. 

The Company and certain of its former executive officers were also subject to a class action complaint alleging that 

the Company made false and/or misleading statements, as well as, failed to disclose material adverse facts about the 

Company's business operations and prospects, in the Company's registration statement, prospectus and supplemental 

prospectus issued in connection with the Company's secondary offering completed on September 30, 2015. 

Specifically, the claim alleged that the statements were false and/or misleading and/or failed to disclose that: (i) the 

Company was experiencing a substantial increase in market competition against Donnatal®, and other products; (ii) 

consequently the Company's financial results would suffer and the Company would be forced to suspend its 

dividends; and (iii) as a result of the foregoing, the defendant's statements about the Company's business operations 

and prospects were false and misleading and/or lacked a reasonable basis. On June 27, 2017, the plaintiff in this 

action voluntarily dismissed the complaint on a without prejudice basis. 

The Company and certain of its former executive officers and a former director are subject to a proposed securities 

class action filed in Quebec, Canada. The amended motion for authorization of a class action alleges that the 

Company failed to disclose adverse material facts relating to, and misrepresented, among other things, the 

Company’s ability to achieve its guidance, increased generic competition on key products, including Donnatal®, the 

Company’s pricing strategies, changes to the Company’s sales force, and the Company’s vulnerability to regulatory 

and political changes in certain disclosures from March 23, 2016 to August 11, 2016. On June 15, 2017, the plaintiff 

in the action discontinued their claim against the  Board (other than the one former director) and certain of its former 

executive officers. During the second quarter of 2018, the Company, with the approval of its affected insurance 

carriers, agreed to a settlement of both the proposed Quebec and Ontario class actions for the total amount of $13.9 

million. The settlement has been approved by both the Quebec Superior Court and the Ontario Superior Court of 

Justice. 

On October 19, 2017, a statement of claim was filed in Ontario, Canada against the Company and certain of its 

former executive officers on behalf of all persons and entities, other than persons resident in Quebec, Canada, which 

alleges substantially the same claims as those raised in the proposed Quebec class action described above. This 

proposed class action has not yet been certified nor has leave to bring a statutory claim under securities legislation 

yet been granted. As described above, during the second quarter of 2018, the Company, with the approval of its 

affected insurance carriers, agreed to a settlement of both the proposed Quebec and Ontario class actions for the total 

amount of $13.9 million. The settlement has been approved by both the Quebec Superior Court and the Ontario 

Superior Court of Justice. Upon the January 3, 2019 deadline for opting out, one party opted out of the settlement.  

Discussions are underway between the Company and the party that opted out. This opt out has now been withdrawn 

and the settlement is being processed.  

On October 25, 2016, the Company announced that the CMA commenced an investigation into various issues in 

relation to the U.K. pharmaceutical sector, and that ADVANZ PHARMA International was part of the inquiry. The 

investigation includes matters that pre-date the Company’s ownership of AMCo and relates to the Company’s 

pricing of three products. On May 31, 2017, the Company announced that the CMA notified the Company that it 

was continuing its investigation after an initial stop/go decision. On November 21, 2017, the Company announced 

that the CMA issued a statement of objections to the Company and the former owners of the ADVANZ PHARMA 

International segment, Hg Capital and Cinven, in relation to the pricing of one of the three products, liothyronine 

sodium, in the U.K. between November 2007 to July 2017. A statement of objections is a formal statement by the 

CMA that it considers that a competition infringement may have occurred. On February 15, 2018, the Company 

announced that the CMA had notified the Company that it was closing its investigation related to Fusidic Acid, also 

one of the three products under investigation. On April 20, 2018, the Company responded in detail to the CMA’s 

statement of objections, and on May 21, 2018 the Company attended an oral hearing to present the key points of its 

response to the CMA decision panel. On January 21, 2019, the CMA panel issued a supplemental statement of 

objections narrowing the scope of the investigation into liothyronine tablets, including reducing the period of time 

under consideration by two years.  This investigation includes matters that pre-date the Company’s ownership of 

ADVANZ PHARMA International. The Company takes competition law very seriously and does not believe that 
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competition law has been infringed. The Company is preparing its response to the supplemental statement of 

objections and in addition has applied for a stay of the investigation pending various third party proceedings and 

appeals which are likely to clarify the law in this area.  The Company will continue to work co-operatively with the 

CMA as it proceeds with its investigation.   

On March 3, 2017, the Company announced that the CMA issued a statement of objections to a third party and the 

Company in relation to the supply of 10mg hydrocortisone tablets in the U.K. between 2013 and 2016. On May 26, 

2017, the Company responded in detail to the statement of objections and on July 20, 2017, the Company attended 

an oral hearing to present the key points of its response to the CMA decision panel. This investigation includes 

matters that pre-date the Company’s ownership of AMCo. To date, the CMA decision panel has not issued a 

decision. 

On October 10, 2017, the Company announced that the CMA commenced additional investigations in relation to the 

U.K. pharmaceutical sector, and that ADVANZ PHARMA International and certain of its products are part of the 

inquiry. These investigations include matters that predate the Company's ownership of AMCo, and involve the 

following products: Carbimazole, Nitrofurantoin, Prochlorperazine, Dicycloverine, Trazodone and Nefopam. On 

November 12, 2018, the Company was notified that the CMA is no longer investigating Trazodone, Nefopam and 

Dicyloverine on the grounds of administrative priority. This decision does not prevent the CMA from opening a new 

investigation into these products in the future. The investigations into Nitrofurantoin and Prochlorperazine remain 

underway. On February 21, 2019, the Company received notice from the CMA that the investigation into 

Nitrofurantoin was being amended to include 100mg capsules in addition to 50mg capsules. 

During the first quarter of 2018, the Company filed a complaint in the United States against Blake Kelley, a former 

employee of the Company, for breach of his employment agreement, non-disclosure agreement, non-competition 

agreement and separation agreement by, inter alia, retaining, disclosing and/or using the Company’s confidential, 

proprietary, and trade secret information relating to Donnatal®, breach of contract accompanied by a fraudulent act, 

misappropriation of trade secrets, a claim under the South Carolina Unfair Trade Practice Act, civil conspiracy, and 

violation of the Computer Fraud and Abuse Act. On May 17, 2018, Blake Kelley filed a motion to dismiss the 

action. On June 7, 2018 the Company filed an amended complaint, on information and belief that Mr. Kelley has 

been involved in the distribution of the non-FDA approved copy of the Donnatal® elixir distributed by Lazarus and 

Cameron. In December 2018, the Company filed an application to amend the claim to add Jean Paul Laurin as a 

defendant.  The Company continues to pursue these lawsuits vigorously. 

During the first quarter of 2016, the Company became aware that a third party had notified wholesalers, through 

listing services, of its intent to distribute and sell in certain U.S. regions a non-FDA approved copy of Donnatal® 

tablets. On January 6, 2016, the Company commenced a lawsuit against the third party and its principal owner 

claiming damages from such conduct, and on April 29, 2016 and May 3, 2016 commenced proceedings against two 

listing services for the continued listing of the products in their database. In May 2016, the Company became aware 

that this non-FDA approved product was introduced into certain U.S. regions. On October 4, 2016 and November 

16, 2016, the Company dismissed its claims against the listing services on a without prejudice basis, respectively. 

On March 15, 2017, the court ruled on the third party’s motion to dismiss the Company’s claim, denying such 

motion in part and granting it in part. On March 29, 2017, the third party filed its answer and counter claim in 

response to the Company’s claim. On August 16, 2017, this third party filed a motion to amend its counterclaim to 

add factual allegations detailing the scope of the Company’s campaign to disparage its products and interfere with 

its contractual and business relationships. On November 8, 2017, the court granted the Company’s motion for leave 

to file its second amended complaint, permitting the Company to include its direct false advertising claim. On June 

29, 2018, the Company filed an amended complaint to include claims relating to the listing and distribution of a non-

FDA approved copy of Donnatal® elixir. The Company continues to pursue this lawsuit vigorously and trial is 

expected in Q4 2019 or Q1 2020. 

In a similar lawsuit relating to non-FDA approved copies of Donnatal® tablets commenced against Method and its 

principal owner, the Company received a favorable jury verdict on April 21, 2016 and was awarded damages in the 

amount of approximately $733 thousand. On March 2, 2017, the United States District Court - Western District of 

Virginia, Charlottesville Division, granted the Company’s motion for enhanced damages in part, to amend the 

judgment against Method and its principal owner to reflect an award of damages in the total amount of 

approximately $2.2 million. On March 30, 2017, Method filed a motion to reconsider the order on enhanced 
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damages. On April 13, 2017, the Company filed an opposition to Method’s motion to reconsider. On July 19, 2017, 

the court denied Method’s motion to reconsider. On August 30, 2017, Method filed a notice of appearance with the 

United States Court of Appeals for the Fourth Circuit to appeal the enhanced damages award. On February 1, 2018, 

Method and its principal owner and the Company settled the enhanced damages award. 

On June 16, 2018, the Company commenced a lawsuit in the United States against Lazarus and Cameron for listing 

and distributing a non-FDA approved copy of Donnatal® elixir in certain U.S. regions. On July 6, 2018, the 

Company filed a motion for a preliminary injunction against Lazarus and Cameron to remove the listings, and cease 

the distribution, of this product. On July 17, 2018, Lazarus filed a motion to dismiss the Company’s claims for lack 

of personal jurisdiction. On July 30, 2018, Cameron also filed a motion to dismiss the Company’s claims for lack of 

personal jurisdiction. On June 29, 2018, the Company filed a statement of claim against Lazarus and Mark 

Thompson (the former Chief Executive Officer of the Company) in the Province of Ontario for, among other things, 

breach of contract and post-employment covenants. The Company was unsuccessful in an injunction hearing held on 

October 3, 2018. In January 2019, the Company filed a claim in the Province of Ontario against Jean Paul Laurin 

for, among other things, breach of contract and post-employment covenants. The Company continues to pursue 

these lawsuits vigorously. 

The Company, through its subsidiary, received a notice on December 20, 2016 from Lachlan, the distributor of 

Ulesfia®, that it had received notice from its distributor Zylera that there had been a Market Change such that no 

minimum product payment obligations for the calendar year 2016 would be made to the Company. The Company 

issued a formal dispute notice to Lachlan on January 6, 2017 regarding Lachlan’s obligation to make the minimum 

product payment to the Company for the calendar year 2016. Subsequently, Lachlan, Zylera, Shionogi and the 

Company entered into a joint prosecution agreement, and on June 12, 2017 Shionogi notified Summers (the 

upstream counterparty to which the minimum payments are ultimately paid), that there had been a Market Change 

and therefore no minimum product payments were due in 2016 and beyond. On July 28, 2017, Summers filed a 

Demand for Arbitration in the matter. The arbitration hearing took place in New York during July 2018. On October 

22, 2018 the Panel issued an Interim Award. The Panel found that there had not been a Market Change up to and 

including the last date of the hearing in the arbitration, July 27, 2018. On December 26, 2018, the Panel issued a 

second Interim Award denying acceleration of the minimum royalty payments but granting attorney fees. Summers 

submitted its application in support of its claim for attorneys' fees, expenses and costs on January 8, 2019. Shionogi 

submitted its response to Summers' application for attorneys' fees, expenses and costs on January 18, 2019. On 

March 4, 2019, the Panel issued its Final Order for attorneys' fees, expenses and costs of approximately $2.3 

million.  The minimum royalty payable on Ulesfia® is $3.0 million per year, payable on an annual basis to the 

earlier of the period where: (i) there exists an issued and unexpired patent right; or (ii) no unauthorized third party 

generic version of Ulesfia® is being sold in the relevant territory. 

These class actions and regulatory investigations are costly and have, and will continue to, divert the attention of 

management and other key personnel from the Company’s business and operations. In addition, the damages, claims 

and/or regulatory fines (and any settlement amounts) that may result from these claims and investigations may be 

significant and could have a material adverse effect on the Company’s business, financial condition and results of 

operations. In addition, a finding of liability in any of the CMA’s investigations could result in follow on claims for 

damages, which could have a material adverse effect on the Company’s business, financial condition and results of 

operations. 

The Company is subject to risks associated with the enforcement of anti-trust and competition laws. 

Pharmaceutical companies in the U.S., the U.K. and other countries have faced lawsuits and investigations 

pertaining to violations of antitrust and competition laws. The Company’s drug products could be subject to antitrust 

or competition law challenges that, if successful, could affect the Company’s ability to set prices for its drug 

products or enter into agreements with respect thereto. A successful antitrust or competition law challenge against 

the Company could result in the imposition of significant fines by one or more authorities, and/or in decisions 

preventing the Company from further expanding its business, and/or third parties (such as competitors and 

customers) initiating civil litigation claiming damages caused by anticompetitive practices. A violation of any such 

law could result in civil penalties, regulatory fines, mitigation, significant capital expenditures or require changes in 

the Company’s business practices, which could have a material adverse effect on the Company’s business, financial 

condition and results of operations. 
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On October 25, 2016, the Company announced that the CMA commenced an investigation into various issues in 

relation to the U.K. pharmaceutical sector, and that ADVANZ PHARMA International was part of the inquiry. The 

CMA’s investigation includes matters that pre-date the Company’s ownership of the ADVANZ PHARMA 

International segment and relates to the ADVANZ PHARMA International segment’s pricing of three products. On 

May 31, 2017, the Company announced that the CMA notified the Company that it was continuing its investigation 

after an initial stop/go decision. On November 21, 2017, the Company announced that the CMA issued a statement 

of objections to the Company, and the former owners of the ADVANZ PHARMA International segment, HgCapital 

LLP and Cinven, in relation to the pricing of one of the three products, liothyronine tablets, in the U.K. between 

November 2007 and at least July 2017. A statement of objections is a formal statement by the CMA that it considers 

that a competition infringement may have occurred. On February 15, 2018, the Company announced that the CMA 

notified the Company that it was closing its investigation related to Fusidic Acid, also one of the three products 

under investigation. On April 20, 2018, the Company responded in detail to the CMA's statement of objections, and 

on May 21, 2018 the Company attended an oral hearing to present the key points of its response to the CMA 

decision panel. On January 21, 2019, the CMA panel issued a supplemental statement of objections narrowing the 

scope of the investigation into liothyronine tablets, including reducing the period of time under consideration by two 

years.  This investigation includes matters that pre-date the Company’s ownership of ADVANZ PHARMA 

International. The Company takes competition law very seriously and does not believe that competition law has 

been infringed. The Company is preparing its response to the supplemental statement of objections and in addition 

has applied for a stay of the investigation pending various third party proceedings and appeals which are likely to 

clarify the law in this area.  The Company will continue to work co-operatively with the CMA as it proceeds with its 

investigation.   

On March 3, 2017, the Company announced that the CMA issued a statement of objections to a third party and the 

Company in relation to the supply of 10mg hydrocortisone tablets in the U.K. between 2013 and 2016. On May 26, 

2017, the Company responded in detail to the CMA's statement of objections and on July 20, 2017 the Company 

attended an oral hearing to present the key points of its response to the CMA decision panel. To date, the CMA 

decision panel has not issued a decision. This investigation includes matters that pre-date the Company’s ownership 

of the ADVANZ PHARMA International segment. To date, the CMA decision panel has not issued a decision. 

On October 10, 2017, the Company announced that the CMA commenced additional investigations in relation to the 

U.K. pharmaceutical sector, and that the ADVANZ PHARMA International segment and certain of its products are 

part of the inquiry. These investigations include matters that predate the Company's ownership of the ADVANZ 

PHARMA International segment, and involve the following products: Carbimazole, Nitrofurantoin, 

Prochlorperazine, Dicycloverine, Trazodone and Nefopam. On November 12, 2018, the Company was notified that 

the CMA is no longer investigating Trazodone, Nefopam and Dicyloverine on the grounds of administrative priority. 

This decision does not prevent the CMA from opening a new investigation into these products in the future. The 

investigations into Nitrofurantoin and Prochlorperazine remain underway. On February 21, 2019, the Company 

received notice from the CMA that the investigation into Nitrofurantoin was being amended to include 100mg 

capsules in addition to 50mg capsules. 

On December 1, 2017, the Company announced that it received an initial notification letter from NASDAQ’s 

Listing Qualifications Department notifying the Company that it had 180 days to regain compliance with the 

minimum bid price requirement set forth in NASDAQ’s continued listing rules. NASDAQ’s continued listing rules 

require that listed securities maintain a minimum bid price of $1.00 per share, and that a failure to meet the 

minimum bid price requirement exists if the deficiency continues for a period of thirty (30) consecutive business 

days or more. The Common Shares traded below a bid price of $1.00 for thirty (30) consecutive business days from 

October 17, 2017, to November 28, 2017. As a result, NASDAQ found that the Company did not meet the minimum 

bid price requirement. The Common Shares remained listed on NASDAQ and the Company had until May 29, 2018, 

to regain compliance with the minimum bid price requirement in order to maintain the listing. To regain compliance 

with the minimum bid price requirement, the Common Shares must have a closing bid price of at least $1.00 for a 

minimum of ten (10) consecutive business days. On May 30, 2018, the Company received notification from the 

Listing Qualifications Department of the NASDAQ informing the Company that its Commons Shares will be 

scheduled for delisting effective at the opening of business on June 8, 2018. As part of the Recapitalization 

Transaction, lenders supporting the transaction requested that the Company delist its Common Shares from 

NASDAQ. On May 31, 2018, the Company announced that it did not intend to apply to NASDAQ for additional 

time to regain compliance and that it anticipated that its Common Shares would be delisted from, and cease trading 
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on, NASDAQ. The Common Shares were further suspended from trading on NASDAQ on June 8, 2018. On July 

18, 2018, NASDAQ made a determination to delist the Company’s securities from NASDAQ as a result of the 

Company’s decision not to submit a plan to regain compliance with NASDAQ’s continued listing requirements. On 

January 28, 2019, the Company made a filing under U.S. securities laws to suspend its U.S. reporting obligations, 

the first step in the process to cease being a reporting company in the U.S. The Company anticipates that it will have 

fully completed the U.S. deregistration process by  mid-2019. 

The Company may be subject to regulatory or legislative initiatives that may influence the pricing of 

pharmaceutical products.  

Following certain recent negative publicity surrounding the pricing of pharmaceutical drugs and an emphasis on 

healthcare reform in the United States and the U.K., the Company’s ability to control the pricing of its products 

could be at risk. Current or future United States, U.K. or the laws applicable in other jurisdictions where the 

Company sells its products, may regulate, limit or otherwise influence the prices of pharmaceutical drugs, which 

could adversely affect the revenues generated by the Company’s products. Government mandated price reductions 

and/or other controls may be implemented to force price cuts by pharmaceutical companies on certain products. If 

price cuts are mandated, the Company may experience significant declines in revenues and profitability which could 

have a materially adverse effect on the Company’s business, financial condition and results of operations. 

On September 16, 2016, the Company announced that a bill was introduced in the U.K. House of Commons to 

amend and extend existing provisions of the NHSA to enable the Secretary of State to help manage the cost of 

health service medicines. On April 27, 2017, the U.K. government accorded Royal Assent to the HSMCA. The 

HSMCA introduces provisions in connection with controlling the cost of health service medicines and other medical 

supplies. The HSMCA also introduces provisions in connection with the provision of pricing and other information 

by manufacturers, distributors and suppliers of those medicines and medical supplies. The HSMCA also introduces 

provisions in connection with the provision of pricing and other information by manufacturers, distributors and 

suppliers of those medicines and medical supplies. On July 1, 2018, the Department of Health issued regulations 

relating to the provision of routine and non-routine information. These regulations require manufacturers and 

wholesalers to provide information relating to sales volumes and average selling prices on a quarterly basis, as well 

as provide the Department of Health the power to access information relating to costs and inventory holdings on a 

non-routine basis. The Company currently provides volume and average selling price data on many of its products, 

therefore, it is not anticipated that the information regulations issued by the Department of Health on July 1, 2018 

will have a material adverse impact on the Company. However, the Company continues to monitor the 

implementation of the HSMCA. While the full effects and implementation of the Act are unknown at this time, the 

Act could impose certain risks and uncertainties on the Company’s operations and cash flows. In addition, although 

the Company currently believes that the provision of pricing and other information regulations under the HSMCA 

do not at this time materially adversely affect the Company, the impact on the Company’s business will not be 

known until such time that the regulations are fully implemented and enforced. The Department of Health are 

expected to consult with the industry on how it intends to utilize any new powers to control the cost of any health 

service medicines and other supplies. 

The Company may experience pricing pressure on the price of its products due to social or political pressure to 

lower the cost of drugs, which would reduce the Company’s revenue and future profitability. 

The Company may experience downward pricing pressure on the price of its products due to social or political 

pressure to lower the cost of drugs, which would reduce the Company’s revenue and future profitability. Recent 

events have resulted in increased public and governmental scrutiny of the cost of drugs, especially in connection 

with price increases following companies’ acquisition of the rights to certain drug products. In particular, U.S. 

federal prosecutors have issued subpoenas to pharmaceutical companies seeking information about drug pricing 

practices. In addition, the CMA and the U.S. Senate is publicly investigating a number of pharmaceutical companies 

relating to drug-price increases and pricing practices, and as disclosed in this Annual Information Form, the 

Company is currently subject to a number of investigations by the CMA in the U.K.. (See the “Legal Proceedings 

and Regulatory Matters” section of this Annual Information Form). The Company’s revenue and future profitability 

could be negatively affected if these inquiries were to result in legislative or regulatory proposals that limit the 

Company’s ability to increase the prices of its products. 
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On September 16, 2016, the Company announced that a bill was introduced in the U.K. House of Commons to 

amend and extend existing provisions of the NHSA to enable the Secretary of State to help manage the cost of 

health service medicines. On April 27, 2017, the U.K. government accorded Royal Assent to the HSMCA. The 

HSMCA introduces provisions in connection with controlling the cost of health service medicines and other medical 

supplies. The HSMCA also introduces provisions in connection with the provision of pricing and other information 

by manufacturers, distributors and suppliers of those medicines and medical supplies. The HSMCA also introduces 

provisions in connection with the provision of pricing and other information by manufacturers, distributors and 

suppliers of those medicines and medical supplies. On July 1, 2018, the Department of Health issued regulations 

relating to the provision of routine and non-routine information. These regulations require manufacturers and 

wholesalers to provide information relating to sales volumes and average selling prices on a quarterly basis, as well 

as provide the Department of Health the power to access information relating to costs and inventory holdings on a 

non-routine basis. The Company currently provides volume and average selling price data on many of its products, 

therefore, it is not anticipated that the information regulations issued by the Department of Health on July 1, 2018 

will have a material adverse impact on the Company. However, the Company continues to monitor the 

implementation of the HSMCA. While the full effects and implementation of the Act are unknown at this time, the 

Act could impose certain risks and uncertainties on the Company’s operations and cash flows. In addition, although 

the Company currently believes that the provision of pricing and other information regulations under the HSMCA 

do not at this time materially adversely affect the Company, the impact on the Company’s business will not be 

known until such time that the regulations are fully implemented and enforced. 

Legislative or regulatory reform of the healthcare system may affect the Company’s ability to sell its products 

profitably. 

In the United States, the U.K. and certain foreign jurisdictions, there have been a number of legislative and 

regulatory proposals to change the healthcare system in ways that could impact the Company’s ability to sell its 

products profitably. The PPACA, may affect the operational results of companies in the pharmaceutical industry, 

including the Company, by imposing on them additional costs. For example, effective January 1, 2010, the PPACA 

increased the minimum Medicaid drug rebates for pharmaceutical companies, expanded the 340B drug discount 

program, and made changes that impact the Medicare Part D coverage gap. The law also revised the definition of 

“average manufacturer price” for reporting purposes, which has the potential to impact the amount of the 

Company’s Medicaid drug rebates to states. Beginning in 2011, the law imposed a significant annual fee on 

companies that manufacture or import branded prescription drug products. 

The PPACA also added substantial new provisions affecting compliance therewith, some of which may require the 

Company to modify its business practices with health care practitioners. Pharmaceutical manufacturers are required 

to comply with the United States federal Physician Payments Sunshine Act, which was passed as part of the PPACA 

and which requires pharmaceutical companies to monitor and report payments, gifts, the provision of samples and 

other remuneration made to physicians and other health care professionals and health care organizations. In addition, 

a number of states in the United States have implemented or are proposing to implement transparency reporting 

obligations on pharmaceutical companies. These obligations include, without limitation, the reporting of certain 

price increases to pharmaceutical products, which obligations would apply to certain price increases taken by the 

Company on its products. The failure to report such price increases or comply with these transparency laws could 

result in penalties being imposed on the Company, which could have a material adverse effect on the Company’s 

business, financial condition and results of operation. In addition, these transparency laws could limit the amount of 

price increases on the Company’s products, which could have a material adverse effect on the Company’s business, 

financial condition and results of operations. 

The Company is unable to predict the future course of federal or state health care legislation, nor foreign regulations 

relating to the marketing, pricing and reimbursement of pharmaceutical products. In the U.K., the PPRS price 

reimbursement of branded medicines and the NHS “Drug Tariff” price reimbursement of generic medicines remain 

under active review. A variety of federal and state agencies are in the process of implementing the PPACA, 

including through the issuance of rules, regulations or guidance that materially affect the Company’s business. The 

risk of the Company being found in violation of these rules and regulations is increased by the fact that many of 

them have not been fully interpreted by applicable regulatory authorities or the courts, and their provisions are open 

to a variety of different interpretations. The PPACA and further changes to health care laws or regulatory framework 
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in any federal, state or foreign jurisdiction that reduce the Company’s revenues or increase the Company’s costs 

could have a material adverse effect on the Company’s business, financial condition and results of operations. 

The Company’s business is subject to limitations imposed by government regulations. 

In domestic and foreign markets, the formulation, manufacturing, packaging, labeling, handling, distribution, 

importation, exportation, licensing, sale and storage of the Company’s products are affected by extensive laws, 

governmental regulations, administrative determinations, court decisions and other constraints, which are beyond the 

Company’s control. For example, the Company is required to comply with regulations and guidance provided by the 

FDA with respect to the Drug Supply Chain and Security Act and similar legislation in other jurisdictions in which 

the Company sells its products, particularly in respect of serialization initiatives. Such laws, regulations, 

determinations, decisions and other constraints may exist at all levels of government. There can be no assurance that 

the Company is or will be in compliance with all of these laws, regulations, determinations, decisions and other 

constraints. Failure to comply with these laws, regulations, determinations, decisions and other constraints or new 

laws, regulations, determinations, decisions or other constraints could lead to the imposition of significant penalties 

or claims and could have a material adverse effect on the Company’s business, financial condition and results of 

operations. In addition, the adoption of new laws, regulations, determinations, decisions or other constraints or 

changes in the interpretations of such requirements may result in significant compliance costs or lead the Company 

to discontinue product sales and may have an adverse effect on the marketing of the Company’s products, resulting 

in significant loss of sales and which could have a material adverse effect on the Company’s business, financial 

condition and results of operations. 

In the United States, the FDA perceives any written or verbal statement used to promote or sell a product that 

associates a drug with a disease for which the drug does not have an approved indication (whether written by the 

Company, the content of a testimonial endorsement or contained within a scientific publication) to be evidence of 

intent to promote the drug “off-label” thereby misbranding the drug. If any such evidence is found with respect to 

any of the Company’s products, the FDA may take action against the Company, ranging from a warning letter 

necessitating cessation of use of the statement to injunctions against product sale, seizures of products so promoted, 

and civil and criminal prosecution of the Company’s executives. Similar legislation and regulation is in place in the 

foreign jurisdictions in which the Company operates. Any such actions could have a detrimental effect on sales and 

could have a material adverse effect on the Company’s business, financial condition and results of operations. 

Other legislation or regulatory proposals may affect the Company’s revenues and profitability. 

Existing and proposed changes in the laws and regulations affecting public companies may cause the Company to 

incur increased costs as the Company evaluates the implications of new rules and responds to new requirements. 

Failure to comply with new rules and regulations could result in enforcement actions or the assessment of other 

penalties. New laws and regulations could make it more difficult to obtain certain types of insurance, including 

director’s and officer’s liability insurance, and the Company may be forced to accept reduced policy limits and 

coverage or incur substantially higher costs to obtain the same or similar coverage, to the extent that such coverage 

remains available. The impact of these events could also make it more difficult for the Company to attract and retain 

qualified persons to serve on the Board, or as executive officers. The Company may be required to hire additional 

personnel and utilize additional outside legal, accounting and advisory services, all of which could cause the 

Company’s general and administrative costs to increase beyond what the Company currently has planned. Although 

the Company evaluates and monitors developments with respect to new rules and laws, the Company cannot predict 

or estimate the amount of the additional costs the Company may incur or the timing of such costs with respect to 

such evaluations and/or compliance and cannot provide assurances that such additional costs will render the 

Company compliant with such new rules and laws. 

Products representing a significant amount of the Company’s revenue are not protected by patent or data 

exclusivity rights or are nearing the end of their exclusivity period. In addition, the Company has faced generic 

competition in the past and expects to face additional generic competition in the future. 

A significant number of the products sold by the Company have no exclusivity protection via patent or data 

exclusivity rights or are protected by patents or regulatory exclusivity periods that will be expiring in the near future. 

These products represent a significant amount of the Company’s revenue. Without exclusivity protection, 
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competitors face fewer barriers in introducing competing products. Upon the expiration or loss of patent protection 

for the Company’s products, or upon the “at-risk” launch (despite pending patent infringement litigation against the 

generic product) by a generic competitor of a generic version of the Company’s products (which may be sold at 

significantly lower prices than the Company’s products), the Company could lose a significant portion of sales of 

that product in a very short period. If sales of the Company’s products were to increase substantially, competitors 

may be more likely to develop generic formulations that compete directly with the Company’s products. The 

introduction of competing products (including generic products) could have a material adverse effect on the 

Company’s business, financial condition and results of operations. For example, the Company has faced increased 

competitive pressures on some of its key products, including, but not limited to, Donnatal®, Plaquenil®, 

Nilandron®, liothyronine sodium, levothyronine sodium, prednisolone, hydrocortisone and fusidic acid in recent 

years. (See the “ADVANZ PHARMA International - Asset Impairments” section of this Annual Information Form). 

These competitive pressures have negatively impacted, and may continue to negatively impact, the Company’s 

business, financial condition and results of operations, and the Company may not be able to address these impacts or 

competitive pressures in a timely manner or at all. In addition, these competitive pressures have resulted in the 

Company having to take significant impairments on its assets. The Company may be required to take additional 

impairments on its assets in the event that these conditions continue to affect the Company’s business, financial 

condition and operations. 

In addition, third parties may now or in the future sell or attempt to sell unapproved products and/or counterfeit 

products that compete with the Company’s existing and/or future products. In such circumstances, upon the 

Company becoming aware of such unapproved products and/or counterfeit products, the Company could, depending 

on the specific circumstances, initiate legal proceedings against such third parties for claims relating to, among other 

things, unfair competition and/or seeking to enforce and maintain the Company’s proprietary rights in its products. 

Such legal proceedings could require significant time of the Company’s management which would be diverted from 

other activities, and could result in the Company incurring substantial legal costs. If the Company is not successful 

in such legal proceedings and/or such third parties continue to sell unapproved or counterfeit products, the Company 

could lose a significant portion of sales of its products in a very short period as well as the goodwill associated with 

the Company’s products. Accordingly, the introduction of third party unapproved and/or counterfeit products could 

have a material adverse effect on the Company’s business, financial condition and results of operations. (See “Legal 

Proceedings and Regulatory Matters” in this Annual Information Form). The introduction of an unapproved version 

of the Company’s product Donnatal® and the introduction of a second competitive product have resulted in a loss of 

market share for Donnatal®, which has and could continue to have a material adverse effect on the Company’s 

business, financial condition and results of operation. 

The illegal sale or distribution by third parties of counterfeit versions of the Company’s products could have a 

negative impact on the Company’s business. 

Pharmaceutical products are vulnerable to counterfeiting. Third parties may illegally produce and distribute 

counterfeit versions of the Company’s products that are below the various manufacturing and testing standards the 

Company’s products undergo. Counterfeit products are often unsafe, ineffective, and potentially life-threatening. As 

many counterfeit products may be visually indistinguishable from their authentic versions, the presence of 

counterfeit products could affect overall consumer confidence in the authentic product. A public loss of confidence 

in the integrity of pharmaceutical products in general, or in any of the Company’s products due to counterfeiting 

could have a material adverse effect on the Company’s business, financial condition and results of operations. 

A significant number of the Company’s products are vulnerable to price competition driven by PPT. 

A significant number of the Company’s products are vulnerable to price competition driven by PPT, particularly in 

ADVANZ PHARMA International. PPT refers to pharmaceutical products that are put on the market in one country 

by the owner of the intellectual property rights to such products, or with the consent of the owner, that are 

subsequently imported into another country by a third party for secondary sale without the consent or authorization 

of the intellectual property right owner. Many of the Company’s products are distributed in the EU, where PPT is 

common and, as a result, some of the Company’s products may be subject to price competition caused by PPT, 

which could have a material adverse effect on the Company’s business, financial condition and results of operations. 

In addition, PPT may restrict the Company’s ability to ensure that patients receive products designed for their local 

preferences and needs and possibly to the satisfaction of applicable governmental regulations in the jurisdiction of 
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import. Moreover, as a result of PPT, packaging, manuals and instructions may be provided in a foreign language 

and may lack domestic telephone numbers and other important contact information for patient support, which may 

result in a diminished experience for the patient and diminished product reputation, which could have a material 

adverse effect on the Company’s business, financial condition and results of operations; 

The Company is subject to risks related to the regulatory environment in respect of Donnatal®. 

Currently, the Company markets its Donnatal® products as the owner of the conditionally approved ANDA for 

Donnatal® and as a party to the unresolved Notice of Opportunity Hearing for anticholinergic and barbiturate 

combination drug products. The Company makes no assurances that the FDA will not seek to begin a hearing 

process to remove these products from the market. If this were to happen it could have a material adverse effect on 

the Company’s business, financial condition and results of operations. 

A.H. Robins Company, Inc. (“Robins”) began marketing Donnatal®, an anticholinergic and barbiturate 

combination drug used to treat gastrointestinal problems, in the 1940s. Because certain anticholinergic and 

barbiturate combination drug products were on the market with safety-only NDAs or were identical, related, or 

similar to products on the market with safety-only NDAs, the FDA included these products in the DESI review 

program. On June 20, 1978, the FDA issued a Federal Register notice requiring manufacturers of 

anticholinergic/barbiturate combinations involved in this DESI hearing to obtain an approved NDA or ANDA, and 

conduct clinical trials to support the efficacy of these products. On December 30, 1980, Robins, after already 

conducting clinical trials, obtained conditionally approved ANDAs for Donnatal® Tablets, Donnatal® Elixir, and 

Donnatal® Capsules from the FDA. On May 6, 1983, the FDA published a Federal Register notice revoking the 

exemption for continued marketing for anticholinergic/barbiturate combination products based on its review of the 

submitted studies and proposed to, but did not, withdraw approval of the ANDAs for these products including for 

Donnatal® Tablets, Donnatal® Elixir, and Donnatal® Capsules. In response to this 1983 notice, Robins requested a 

hearing regarding its Donnatal® Tablets, Donnatal® Elixir, and Donnatal® Capsules and submitted additional data 

regarding these products. 

On December 22, 2011, the FDA formally recognized the transfer of the ANDAs for Donnatal® Tablets, Donnatal® 

Elixir, and Donnatal® Capsules from Wyeth to PBM Pharmaceuticals, Inc. and recognized that the ANDAs were 

still in effect. On July 24, 2012, through a Federal Register notice, the FDA acknowledged the original requests for 

hearings were still in effect. On May 15, 2014, PBM Pharmaceuticals, Inc. completely transferred all rights relating 

to Donnatal® to the Company. 

The Company may be unsuccessful in evaluating material risks involved in completed and future acquisitions 

and in-licensing arrangements. 

The Company regularly reviews acquisition and in-licensing opportunities and as part of the review, conducts 

business, legal and financial due diligence with the goal of identifying and evaluating material risks involved in any 

acquisition or in-licensing arrangement. Despite the Company’s efforts, it may be unsuccessful in identifying and/or 

evaluating all such risks. As a result, the Company may not realize the expected benefits and synergies of any given 

acquisition or in-licensing arrangement. If the Company fails to realize the expected benefits and/or synergies from 

one or more acquisitions or in-licensing arrangements, or does not identify all of the risks associated with a 

particular acquisition or in-licensing arrangement, this could have a material adverse effect on the Company’s 

business, financial condition and results of operations. 

In addition, while the Company has structured many of its acquisitions as asset purchases, it may fail to discover 

liabilities of any acquired companies for which it may be responsible as a successor owner or operator despite any 

investigation made prior to the acquisition. Such discoveries may divert significant financial, operational and 

managerial resources from existing operations, and could have a material adverse effect on the Company’s business, 

financial condition and results of operations. 

The Company may be unable to identify, acquire or integrate acquisition targets and in-licensing arrangements 

successfully. 
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Part of the Company’s business strategy includes identifying, acquiring and integrating businesses, products, 

pharmaceuticals or other assets that the Company believes are complementary to its existing businesses, products, 

pharmaceuticals or other assets, and forming strategic alliances, joint ventures and other business combinations, to 

help drive future growth. The Company may also in-license new products or pharmaceuticals. 

Acquisitions or similar arrangements may be complex, time consuming and expensive. The Company may enter into 

negotiations for an acquisition but determine not to, or be unable to, complete any particular acquisition or other 

arrangement, which could result in a significant diversion of management and other employee time, as well as 

substantial out-of-pocket fees and costs. In addition, in these circumstances, the Company could be subject to certain 

additional risks including that the market price of the Limited Voting Shares or other securities of the Company may 

reflect a market assumption that any such acquisition or other arrangement will occur, and a failure to complete such 

acquisition or other arrangement could result in a negative market perception regarding the Company’s ability to 

complete an acquisition and/or its business generally, resulting in a decline in the market price of the Limited Voting 

Shares and value of any other securities of the Company. 

If an acquisition or other arrangement is completed, the integration into the Company’s business with the business, 

product or asset that is so acquired or subject to such other arrangement may also be complex and time-consuming 

and, if any such business, product and/or asset is not successfully integrated, the Company may not achieve the 

anticipated benefits, cost-savings or growth opportunities and may experience other opportunity costs. Potential 

difficulties that may be encountered during the integration process include, but are not limited to the following: 

 integrating personnel, operations and systems, while maintaining a focus on selling and marketing 

existing and newly-acquired businesses, products and/or assets; 

 coordinating geographically dispersed organizations; 

 understanding the complexities of regulatory regimes and laws in new jurisdictions; 

 focusing management and employees on continued operations; 

 retaining existing customers and attracting new customers; 

 managing new products with which the Company has limited or no experience; and 

 identifying and managing inefficiencies associated with integrating the operations of the 

Company’s business. 

Furthermore, these acquisitions and other arrangements, even if successfully integrated, may not advance or enhance 

the Company’s business strategy as anticipated (or to an extent that the cost of such acquisitions and other 

arrangements would be justified), and they may expose the Company to increased competition or challenges with 

respect to the Company’s products or geographic markets and expose the Company to additional liabilities, 

including regulatory, litigation, tax and successor liability risks, associated with any business, product or other asset 

that is acquired or subject to such other arrangement. Any one of these challenges or risks could impair the 

Company’s ability to realize any benefit from any such acquisition or other arrangement and this could have a 

material adverse effect on the Company’s business, financial condition and results of operations. 

The Company may be unable to realize anticipated cost synergies or may incur additional and/or unexpected 

costs in order to realize them. 

There can be no assurance that the Company will be able to realize synergies from any future acquisitions in any 

anticipated amounts or within anticipated time frames, or at all. The Company may implement cost saving initiatives 

in connection with any future acquisitions in the expectation that it will result in annual cost synergies. The 

Company may incur costs to achieve such synergies. These or any other costs or synergies that the Company 

realizes may differ materially from the Company’s estimates and expectations. The Company cannot provide 

assurances that anticipated cost or other synergies will be achieved or that its programs and improvements will be 

completed as anticipated or at all. In addition, any cost synergies that the Company realizes may be offset, in whole 

or in part, by reductions in revenues or through increases in other expenses. Neither the Company’s independent 

auditors nor any other independent auditors, are likely to examine, compile or perform any procedures with respect 

to possible synergies, nor are they likely to express any opinion, or any other form of assurance on such information 

or their achievability. Assumptions relating to cost or other synergies involve subjective decisions and judgments. 
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The Company relies on third parties to manufacture its products and its products could be subject to 

manufacturing or supply difficulties. 

The Company does not have the internal capability to manufacture pharmaceutical products and relies on third 

parties to manufacture its products. In relation to some of the Company’s products, there is only one third-party 

manufacturer under contract. The Company cannot be certain that manufacturing sources will continue to be 

available or that it can continue to out-source the manufacturing of its products on reasonable or acceptable terms or 

at all. Any loss of a manufacturer or any difficulties that could arise in the manufacturing process could significantly 

affect inventories and supply of products available for sale. If the Company is unable to supply sufficient amounts of 

its products to customers on a timely basis, its market share and/or revenues could decrease. If any of the 

Company’s third-party manufacturers are unable to manufacture its products or the manufacturing process is 

interrupted for any reason, it could have a material adverse effect on the Company’s business, financial condition 

and results of operations. 

All of the Company’s contract manufacturers must comply with the applicable regulations of the FDA, EMA and 

other applicable regulatory authorities, which include quality control and quality assurance requirements, as well as 

the corresponding maintenance of records and documentation and manufacture of products according to the 

specifications contained in the applicable regulatory file. If any of the Company’s contract manufacturers do not or 

cannot comply with these requirements, the availability of marketed products for sale could be substantially reduced. 

In addition, the facilities of the Company’s contract manufacturers must be inspected and found to be in full 

compliance with current good manufacturing practices and quality system management requirements or similar 

practices and requirements in applicable jurisdictions. The failure of any of the Company’s contract manufacturers 

to comply with such regulations or quality system management requirements can result in enforcement action by the 

FDA or other applicable regulatory authorities, including, but not limited to, warning letters, fines, injunctions, civil 

or criminal penalties, recall or seizure of products, total or partial suspension of production or importation, 

suspension or withdrawal of regulatory approval for approved or in-market products, refusal of the government to 

renew marketing applications or approve pending applications or supplements, suspension of ongoing clinical trials, 

imposition of new manufacturing requirements, closure of facilities and criminal prosecution. If any of the 

Company’s contract manufacturers becomes subject to any enforcement action or proceeding, this could lead to a 

material delay or suspension in production of one or more of the Company’s products, which could have a material 

adverse effect on the Company’s business, financial condition and results of operations. 

In addition, the Company’s business could suffer if certain manufacturing or other equipment of any of its contract 

manufacturers, or all or a portion of such contract manufacturer’s facilities, were to become inoperable for any 

period of time. This could occur for various reasons, including catastrophic events, such as hurricanes, earthquakes 

or other natural disasters, explosions, environmental accidents, pandemics, quarantine, equipment failures or delays 

in obtaining components or replacements, construction delays or defects, labour disturbances and other events, 

which are outside of the Company’s control. The Company could experience substantial production delays or 

inventory shortages in the event of any such occurrence until its applicable contract manufacturers repair such 

equipment or facility or build or locate replacement equipment or a replacement facility, as applicable, and seek to 

obtain necessary regulatory approvals for all of such replacements or otherwise resolve the issue. Any interruption in 

the manufacture of the Company’s products could affect the sales of the Company’s products and could have a 

material adverse effect on the Company’s business, financial condition and results of operations. 

If the Company encounters delays or difficulties with any of its contract manufacturers, packagers or distributors, 

sales of the Company’s products could be delayed or reduced and the Company may encounter difficulties in 

obtaining alternative contracts for such services. If the Company changes the source or location of supply or 

modifies the manufacturing process, regulatory authorities may require the Company to demonstrate that the product 

produced by the new source or from the modified process is equivalent to the product used in any clinical trials that 

were conducted. If the Company is unable to demonstrate this equivalence, the Company will be unable to have its 

products manufactured by such new source or from such location of supply, or use the modified process, and the 

Company may have incurred substantial expenses in seeking to ensure equivalence, which could have a material 

adverse effect on the Company’s business, financial condition and results of operations. The Company has and may 

in the future pursue strategic partnerships, including product supply arrangements with certain manufacturers and/or 

distributors which could be affected by any of the foregoing matters. To the extent that such arrangements are 
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material to the Company, the aforementioned risks could have a material adverse effect on the Company’s business, 

financial condition and results of operations. 

In many cases, the Company relies on third parties to perform distribution, logistics, invoicing, regulatory and 

sales services for its products. 

In many cases, the Company relies on third parties to provide distribution, logistics, invoicing, regulatory and sales 

services including warehousing of finished products, accounts receivable management, billing, collection, record 

keeping and processing of invoices (including with insurance companies). If the third parties cease to be able to 

provide the Company with these services or do not provide these services in a timely or professional manner, or if 

contracts with such third parties are terminated for any reason, the Company may not be able to successfully manage 

the logistics associated with distributing and selling its products which could result in a delay or interruption in 

delivering products to its customers and could impact product sales and revenues or the Company’s ability to 

integrate new products into its business, any of which could have a material adverse effect on the Company’s 

business, financial condition and results of operations. 

In addition, the supply of the Company’s products to its customers (or, in some cases, supply from the Company’s 

contract manufacturers to the Company) is subject to and dependent upon the use of transportation services and third 

party distribution facilities. Such supply chain logistics result in the Company not being in control of its products at 

all times, while maintaining liability for such products. Moreover, transportation services or third party distribution 

facilities may be disrupted (including as a result of weather conditions or due to technical, labour or other difficulties 

or conditions), any of which could have a material adverse effect on the Company’s business, financial condition 

and results of operations. 

There can be no assurance that the Company may not be treated as a “passive foreign investment company” 

(“PFIC”) under the U.S. Internal Revenue Code. If the Company were treated as a PFIC, such treatment could 

result in adverse tax consequences for investors in the United States. 

There can be no assurance that the Company may not be treated as a PFIC under the U.S. Internal Revenue Code. If 

the Company were treated as a PFIC, such treatment could result in adverse tax consequences for investors in the 

United States. 

Certain adverse tax consequences could apply to a U.S. holder if the Company were treated as a PFIC for any 

taxable year during which the U.S. holder owns the Company’s securities. The Company believes that it is not 

currently a PFIC and is not likely to become a PFIC in the foreseeable future. The determination of whether it is a 

PFIC, however, is made annually as of the close of each taxable year. Because the determination whether a non-U.S. 

corporation is a PFIC is primarily factual and there is little administrative or judicial authority on which to rely to 

make a determination, the U.S. Internal Revenue Service might not agree that the Company is not a PFIC. 

Moreover, no assurance can be given that the Company would not become a PFIC for any future taxable year if 

there were to be changes in the Company’s assets, income or operations. 

The Company’s effective tax rates may increase. 

The Company is subject to income taxes in numerous jurisdictions that have differing tax laws and rates. The 

Company’s tax position is supported by tax laws in the countries in which the Company operates and the application 

of tax treaties between the various countries in which the Company operates. Subject to limitation periods prescribed 

by the relevant local country tax law, the Company’s income tax position is and will continue to be subject to audit 

by domestic and foreign tax authorities. The Company’s effective tax rate (being the tax rate implied by dividing 

income taxes for the period per the consolidated statement of income (loss) by income (loss) before tax for the same 

period) may change from year to year based on changes in the mix of activities and income earned among the 

different jurisdictions where the Company is subject to tax; changes in tax laws in these jurisdictions; changes in the 

tax treaties between various countries where the Company is subject to tax; changes in the Company’s eligibility for 

benefits under those tax treaties; and changes in the estimated values of deferred tax assets and liabilities. Such 

changes could result in a substantial increase to the Company’s effective tax rate. 



- 66 - 

 

The Company’s calculation of income taxes in the period is based on actual results of commercial activities and 

prudent judgment of estimates made by management of the Company. The Company makes estimates and 

judgments based on the Company’s knowledge and understanding of applicable tax laws and tax treaties, and the 

application of those tax laws and tax treaties to the Company’s business, in determining its calculation of income 

taxes in the period. However, the Company enters into many transactions and arrangements in the ordinary course of 

business where the tax treatment that may be proposed by tax authorities may differ from the Company’s expected 

tax treatment. To the extent that a tax authority proposes a tax treatment that differs from that of the Company’s, the 

proposal, an alternative agreed amount or an amount determined by a third party will impact the calculation of 

income taxes and thus alter the Company’s financial position. 

The Company may not be able to protect and maintain its intellectual property and licensing arrangements, 

which could impact the Company’s ability to compete in its targeted markets and lead to uncertainty regarding 

the applicability of the Company’s proprietary information. 

The Company’s success will depend in part on its ability to protect and maintain intellectual property rights and 

licensing arrangements for its products. No assurance can be given that the Company’s intellectual property rights or 

the licenses used by the Company will not be challenged, invalidated, infringed or circumvented, or that the rights 

granted thereunder will provide any competitive advantage to the Company. The Company’s success will also 

depend in part on the Company not infringing patents or proprietary rights of others and not breaching the licenses 

granted to it. There can be no assurance that the Company will be able to obtain a license to any third party 

technology that may be required to conduct the Company’s business or that such technology can be licensed at a 

reasonable cost. There is no certainty that the Company will not be challenged by the applicable licensors for non-

compliance with its existing or future licensing arrangements. Consequently, licensing arrangements could be 

withdrawn or otherwise terminated with no compensation or other monetary payment made to the Company. 

The Company relies on trade secrets, know-how and other proprietary information, as well as requiring employees 

and certain other third parties (including suppliers) to sign confidentiality agreements. However, these 

confidentiality agreements may be breached and the Company may not have adequate remedies for such breaches. 

Others may independently develop substantially equivalent proprietary information without infringing upon any 

proprietary technology. Third parties may otherwise gain access to the Company’s proprietary information and 

adopt it in a competitive manner. 

Any loss of intellectual property protection or issues that arise in respect of third-party technology required by the 

Company could have a material adverse effect on the Company’s business, financial condition and results of 

operations. 

The Company may be subject to product liability claims, which can be expensive, difficult to defend and may 

result in large judgments or settlements. 

The administration of drugs to humans, whether in clinical trials or after marketing clearance is obtained, can result 

in product liability claims. Product liability claims can be expensive, difficult to defend and may result in large 

judgments or settlements against the Company. In addition, third-party collaborators and licensees may not protect 

the Company from product liability claims. 

The Company currently maintains product liability insurance in connection with the marketing of its products. The 

Company may not be able to obtain or maintain adequate protection against potential liabilities arising from product 

sales. In addition, the Company could become subject to potential liabilities as successor owner of an asset, product 

or business (even if not specifically assumed by the Company). In such circumstances, the Company’s insurance 

policies may not provide enough coverage for such liabilities. If the Company is unable to obtain sufficient levels of 

insurance at acceptable cost or otherwise protect against potential product liability claims, the Company will be 

exposed to product liability claims. A successful product liability claim in excess of the Company’s insurance 

coverage could have a material adverse effect on the Company’s business, financial condition and results of 

operations and prevent or interfere with the Company’s product commercialization efforts. In addition, any 

successful claim may prevent the Company from obtaining adequate product liability insurance in the future on 

commercially desirable terms or at all. Even if a claim is not successful, defending such a claim may be time-

consuming and expensive. Product liability claims, whether or not merited, could also result in negative perception 
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of the Company and its products, which could have a material adverse effect on the Company’s business, financial 

condition and results of operations. 

The Company is subject to risks related to patent infringement actions. 

The Company could become involved in patent infringement actions, which are uncertain, costly and time-

consuming and could have a material adverse effect on the Company’s business, financial condition and results of 

operations. The pharmaceutical industry historically has generated and continues to generate substantial litigation 

concerning the manufacture, use and sale of products. As a result, patents related to the Company’s products could 

be challenged, and the Company’s patents may not be upheld. In order to protect or enforce patent rights, the 

Company may initiate litigation against third parties. If the Company is not successful in defending an attack on its 

patents and maintaining exclusive rights to market one or more of the Company’s products that are under patent 

protection, the Company could lose a significant portion of sales in a very short period. 

The Company could also become subject to infringement claims by third parties and may have to defend against 

charges that the Company’s products infringed patents or the proprietary rights of third parties. If the Company 

infringes the intellectual property rights of others, the Company could lose its right to develop, manufacture or sell 

products, including its generic products, or could be required to pay monetary damages or royalties to license 

proprietary rights from third parties. The outcomes of patent infringement actions are uncertain and such 

infringement actions are costly and divert technical and management personnel from their normal responsibilities. 

The majority of the Company’s assets and subsidiaries are incorporated outside of Canada. 

The majority of the Company’s assets and subsidiaries are located outside of Canada. In addition, some of the 

Company’s directors and officers are nationals and/or residents of countries other than Canada, and all or a 

substantial portion of such persons’ assets may be located outside of Canada. As a result, it may be difficult for 

investors to enforce, within Canada, any judgments obtained against the Company or the Company’s non-resident 

officers or directors, including judgments predicated upon the civil liability provisions of the securities laws of 

Canada or any province thereof. Consequently, investors effectively may be prevented from pursuing remedies 

against the Company under Canadian securities laws.  

The Company depends on key managerial personnel for its continued success. 

The Company is highly dependent upon qualified managerial personnel. The Company’s current and anticipated 

growth may require additional expertise and the addition of new qualified personnel. There is intense competition 

for qualified personnel in the pharmaceutical field. Therefore, the Company may not be able to attract and retain the 

qualified personnel necessary for the development of the Company’s business. The Company must continue to 

retain and motivate executives, including the Company’s Chief Executive Officer, Graeme Duncan, and other key 

employees, and the Company may also need to recruit additional key executives. The loss of the services of existing 

personnel, as well as the failure to recruit additional key executives in a timely manner, could harm the Company’s 

business development programs and the Company’s ability to manage day-to-day operations, attract collaboration 

partners, attract and retain other employees, and generate revenues, which in turn could have a material adverse 

effect on the Company’s business, financial condition and results of operations. There is no key person life 

insurance on any of the Company’s employees. 

Enforcement of judgments against foreign persons may not be possible. 

Canadian investors in Limited Voting Shares should be aware that certain officers and directors named in this 

Annual Information Form, are located outside of Canada and, as a result, it may not be possible for Canadian 

investors in Limited Voting Shares to effect service of process within Canada upon these persons. All or a 

substantial portion of the assets of these persons are likely to be located outside of Canada and, as a result, it may 

not be possible to satisfy a judgment against such persons in Canada or to enforce a judgment obtained in Canadian 

courts against such persons outside of Canada. 

U.S. investors in Limited Voting Shares should be aware that certain officers and directors named in this Annual 

Information Form are located outside the United States and, as a result, it may not be possible for U.S. investors in 
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Limited Voting Shares to effect service of process within the United States upon these persons. All or a substantial 

portion of the assets of these persons are likely to be located outside of the United States and, as a result, it may not 

be possible to satisfy a judgment against such persons in the United States or to enforce a judgment obtained in U.S. 

courts against such persons outside of the United States. 

The Company’s marketed drugs will be subject to ongoing regulatory review. 

Following initial regulatory approval of any products that the Company or its partners may develop, in-license or 

acquire, the Company will be subject to continuing regulatory review by various government authorities in those 

countries where the Company’s products are marketed or intended to be marketed, including the review of adverse 

drug events and clinical results that are reported after product candidates become commercially available. If the 

Company fails to comply with the regulatory requirements in those countries where its products are sold, the 

Company could lose its marketing approvals or be subject to fines or other sanctions. In addition, incidents of 

adverse drug reactions, unintended side effects or misuse relating to the Company’s products could result in 

additional regulatory controls or restrictions, or even lead to the regulatory authority requiring the Company to 

withdraw the product from the market. Further, if faced with these incidents of adverse drug reactions, unintended 

side effects or misuse relating to the Company’s products, the Company may elect to voluntarily implement a recall 

or market withdrawal of the product. A recall or market withdrawal, whether voluntary or required by a regulatory 

authority, may involve significant costs to the Company, potential disruptions in the supply of the Company’s 

products to its customers and reputational harm to the Company’s products and business, all of which could harm 

the Company’s ability to market its products and could have a material adverse effect on the Company’s business, 

financial condition and results of operations. Also, as a condition to granting marketing approval of a product, the 

applicable regulatory agencies may require a company to conduct additional clinical trials, the results of which could 

result in the subsequent loss of marketing approval, changes in product labeling or new or increased concerns about 

side effects or efficacy of a product. 

The Company is subject to risks associated with compliance with regulations related to marketing, promotional 

and pricing practices. 

The marketing, promotional and pricing practices of pharmaceutical companies, as well as the manner in which 

companies, in-house or third-party sales forces interact with purchasers, prescribers and patients, are subject to 

extensive regulation, any breach of which may result in the imposition of civil and/or criminal penalties, injunctions, 

and/or limitations on marketing practices for the Company’s products. Many companies have been the subject of 

claims related to these practices asserted by applicable authorities. These claims historically have resulted, and any 

future claims could result, in fines and other consequences. 

Companies may not promote drugs for “off-label” uses, that is, uses that are not described in the product’s labeling 

and that differ from those approved by the FDA or other applicable regulatory agencies. A company that is found to 

have improperly promoted off-label uses may be subject to significant liability, including civil and administrative 

remedies as well as criminal sanctions. In addition, management’s attention could be diverted from business 

operations and the Company’s reputation could be damaged. 

The Company’s business is operated in numerous foreign countries that may be subject to a higher degree of 

political, social and economic risk. 

The Company’s business is currently conducted in over 90 countries, whereas the business of the Company 

historically has been conducted predominantly in the United States. A number of risks are inherent in international 

operations, including risks associated with: (i) foreign currency fluctuations and devaluations; (ii) political, social, 

security and economic instability in foreign countries; (iii) changes in and compliance with local laws and 

regulations or uncertainty regarding the interpretation and/or application of applicable laws, including export and 

import control laws, sanctions regulations, tax laws, labour laws, employee benefits, currency restrictions and other 

requirements; (iv) differences in tax regimes and potentially adverse tax consequences of operating in foreign 

countries or unfavourable or arbitrary tax enforcement; (v) customizing products for foreign countries; (vi) legal 

uncertainties regarding liability, export and import restrictions, tariffs and other trade barriers; (vii) changes in 

governmental regulations regarding currency or price controls, profit repatriation, labour, or health and safety 

matters; (viii) hiring qualified foreign employees; and (ix) difficulty in accounts receivable collection and longer 
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collection periods. Accordingly, the Company’s exposure to risks involved with operating in foreign countries has 

increased since the completion of the AMCo Acquisition, which could have a material adverse effect on the 

Company’s business, financial conditions and results of operations.  

The Company currently conducts certain of its operations through foreign subsidiaries and certain of its assets 

are held in such entities. 

The Company currently conducts certain of its operations through foreign subsidiaries and certain of its assets are 

held in such entities. The ability of such subsidiaries to make payments to the Company may be constrained by 

certain factors including the level of taxation, particularly corporate profits and withholding taxes, in the countries in 

which they operate and the Recapitalization Transaction. Any limitation on the transfer of cash or other assets 

between the parent corporation and such entities, or among such entities, could restrict the Company’s ability to 

fund its operations. In addition, as a result of certain events associated with the Recapitalization Transaction, the 

Company may not have the ability to transfer funds, which could have a material impact on the Company’s liquidity 

and ability to fund its operations. Any such limitations, or the perception that such limitations may exist now or in 

the future, could have a material adverse effect on the Company’s business, financial condition and results of 

operations. 

The Company is subject to risks related to “fraud and abuse” laws, anti-bribery laws, environmental laws and 

privacy and security regulations. 

Pharmaceutical companies in the United States and elsewhere have faced lawsuits and investigations pertaining to 

violations of health care “fraud and abuse” laws, such as the federal False Claims Act, the federal Foreign Corrupt 

Practices Act, the U.K.’s Bribery Act, Anti-Kickback Statutes, and other state and federal laws and regulations. The 

Company is also subject to increasingly strict data privacy and security laws in the United States and in other 

countries, the violation of which could result in fines and other sanctions. The United States Department of Health 

and Human Services Office of Inspector General recommends, and increasingly states require, pharmaceutical 

companies to have comprehensive compliance programs and to disclose certain payments made to healthcare 

providers or funds spent on marketing and promotion of drug products. The United States federal government has 

published regulations that identify “safe harbour” or exemptions for certain payment arrangements that do not 

violate the Anti-Kickback Statutes. In other jurisdictions, such as the U.K., no such “safe harbour” exemptions exist. 

While the Company has developed corporate compliance programs based on what the Company believes to be 

current best practices, the Company cannot assure investors that its employees or agents are or will be in compliance 

with all applicable federal, state or foreign regulations and laws. If the Company or any of its employees or agents 

are in violation of any of these requirements or any such actions are instituted against the Company, and the 

Company is not successful in defending itself or asserting its rights, those actions could have a significant impact on 

the Company’s business, including the imposition of significant fines, the exclusion of the Company from healthcare 

programs and other sanctions. 

Anti-Kickback Statutes and similar worldwide anti-bribery laws generally prohibit companies and their 

intermediaries from making improper payments to officials for the purpose of obtaining or retaining business or a 

business advantage. Certain of the Company’s policies mandate compliance with these anti-bribery laws. The 

Company may operate in many parts of the world that have experienced governmental corruption to some degree 

and in certain circumstances, strict compliance with anti-bribery laws may conflict with local customs and practices 

or may require the Company to interact with doctors and hospitals, some of which may be state controlled, in a 

manner that is different than in the United States and Canada. The Company cannot assure investors that its internal 

control policies and procedures will protect the Company from reckless or criminal acts committed by its employees 

or agents. Violations of any of these laws, or allegations of such violations, could disrupt the Company’s business 

and result in criminal or civil penalties or remedial measures, any of which could have a material adverse effect on 

the Company’s business, financial condition and results of operations. 

The Company is also subject to various privacy and security regulations, including but not limited to HIPAA, as 

amended by the United States federal Health Information Technology for Economic and Clinical Health Act of 

2009. HIPAA mandates, among other things, the adoption of uniform standards for the electronic exchange of 

information in common health care transactions (e.g. health care claims information and plan eligibility, referral 

certification and authorization, claims status, plan enrolment, coordination of benefits and related information), as 
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well as standards relating to the privacy and security of individually identifiable health information, which require 

the adoption of administrative, physical and technical safeguards to protect such information. In addition to many 

other jurisdictions, several states have enacted comparable laws addressing the privacy and security of health 

information, some of which are more stringent than HIPAA. Failure to comply with any of these laws could result in 

the imposition of significant civil and criminal penalties. The costs of compliance with these laws or similar laws in 

other countries and the potential liability associated with any failure to comply with these laws could have a material 

adverse effect on the Company’s business, financial condition and results of operations. 

If the Company is deemed to be in violation of applicable sanctions laws and regulations, its reputation, business, 

results of operations and financial condition could be adversely affected. 

Various governments and supranational organizations, including Canada, the United States and the U.K., maintain 

economic sanctions targeting various countries, persons and entities. These sanctions regimes vary. In some cases, 

the sanctions may amount to a near-absolute prohibition on trade and investment with or involving the sanctions 

target for persons required to comply with the sanctions laws. In other cases, only specific goods, services or other 

dealings may be prohibited. As a result of the AMCo Acquisition, the Company operates in and has sales into 

various jurisdictions in which the Company did not previously operate or have sales, including territories such as 

Iran, Iraq and Sudan which have been the subject of international sanctions in recent years. Further sanctions may be 

imposed in the future. The Company will seek to comply with all applicable sanctions but the Company cannot 

assure investors that its internal control policies and procedures will protect the Company from reckless or criminal 

acts committed by its employees or agents. The Company may have to cease certain operations or the sale of certain 

products if and to the extent that such operations or the export of such products would be in violation of the 

sanctions laws and regulations of Canada, the United States, the U.K. or other applicable laws and regulations with 

which the Company is required to comply. If the Company is deemed to be in violation of applicable sanctions laws 

and regulations, whether due to ongoing business or business conducted in the past, or to have engaged in any 

conduct that is sanctionable, the Company could be subject to sanctions or other governmental actions that could 

lead to civil or criminal penalties, including fines. In addition, such violations or engaging in such conduct could 

damage the Company’s reputation. All of the foregoing could have a material adverse effect on the Company’s 

business, results of operations and financial condition. 

Failure to obtain or maintain orphan drug exclusivity could impact revenues. 

If the Company fails to obtain or maintain orphan drug exclusivity for some or all of the Company’s products, the 

Company’s competitors may sell products to treat the same conditions and the Company’s revenues could be 

reduced. As part of its business strategy, the Company may acquire or in-license some drugs that may be eligible for 

FDA and EU orphan drug designation. Under the Orphan Drugs Act, the FDA may designate a product as an orphan 

drug if it is intended to treat a rare disease or condition, defined as a patient population of fewer than 200,000 in the 

United States. The company that first obtains FDA approval for a designated orphan drug for a given rare disease or 

condition receives marketing exclusivity for use of that drug for the stated disease or condition for a period of seven 

years. However, orphan drug exclusive marketing rights may be lost if the FDA later determines that the request for 

designation was materially defective or if the manufacturer is unable to assure a sufficient supply of the drug. 

Similar regulations exist in the EU with a ten-year period of market exclusivity. Because the extent and scope of 

patent protection for some of the Company’s drug products is limited, orphan drug designation is especially 

important for products that are eligible for orphan drug designation. If the Company does not obtain orphan drug 

exclusivity for drug products that do not have broad patent protection, the Company’s competitors may then sell the 

same drug to treat the same condition and this could have a material adverse effect on the Company’s business, 

financial condition and results of operations. 

Price adjustments could negatively impact demand for the Company’s pharmaceutical products. 

The Company has made price adjustments, and may continue to make price adjustments, to its pharmaceutical 

products based on market assessments. There can be no assurances that sales of the Company’s pharmaceutical 

products will be unaffected by these price adjustments. If price adjustments negatively affect demand for any of the 

Company’s pharmaceutical products, this could have a material adverse effect on the Company’s business, financial 

condition and results of operations. The Company is also subject to certain regulatory investigations in the U.K. 

relating to the pricing of certain of its products and any adverse finding in such matters could have a material 
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adverse effect on the Company’s business, financial condition and results of operations. In addition, there can be no 

assurances that increased expenditures on marketing and promotion will lead to increased sales of the Company’s 

pharmaceutical products. Increased expenditures on promotional efforts without corresponding increases in sales 

could have a material adverse effect on the Company’s business, financial condition and results of operations. (See 

“Legal Proceedings and Regulatory Matters” in this Annual Information Form). 

The Company’s ability to obtain third-party reimbursement for the cost of products and related treatment may not 

be adequate and the Company could lose the ability to obtain third-party reimbursement. 

The Company’s ability to successfully market the Company’s products may depend in part on whether appropriate 

reimbursement levels for the cost of the products and related treatments are obtained from government authorities 

and private health insurers and other organizations, such as HMOs and MCOs. This reimbursement and the 

associated governmental healthcare reimbursement systems are under constant review. The Company also could 

lose the ability to access such reimbursement by government authorities and private health insurers and other 

organizations as a result of changing laws, policies and practices of such entities. 

Third-party payors increasingly challenge the pricing of pharmaceutical products. In addition, the trend toward 

managed health care in the United States, the growth of organizations such as HMOs and MCOs and legislative 

proposals to reform health care and government insurance programs in the jurisdictions in which the Company sells 

its products could significantly influence the purchase of pharmaceutical products, resulting in price changes and/or 

a reduction in product demand. Such cost containment measures and health care reform could affect the Company’s 

ability to sell its products, which could have a material adverse effect on the Company’s business, financial 

condition and results of operations. 

Failure to be included in formularies developed by MCOs and other organizations may impact use of the 

Company’s products. 

MCOs and other third-party payors try to negotiate the pricing of medical services and products to control their 

costs. MCOs and pharmacy benefit managers typically develop formularies to reduce their cost for medications. 

Formularies can be based on the prices and therapeutic benefits of the available products. The breadth of the 

products covered by formularies varies considerably from one MCO to another, and many formularies include 

alternative and competitive products for treatment of particular medical conditions. Failure to be included in such 

formularies or to achieve favourable formulary status may negatively impact the use of the Company’s products. If 

the Company’s products are not included within an adequate number of formularies or adequate reimbursement 

levels are not provided, the Company’s market share and gross margins could be adversely impacted, which could 

have a material adverse effect on the Company’s business, financial condition and results of operations. 

Changes in prescription recommendations or behaviour by clinical commissioning groups. 

On July 21, 2017, NHS England published plans for a range of medicines/products that it believed should not be 

“routinely prescribed in primary care” in England. It identified 18 treatments considered to be low priority for NHS 

funding, and proposed prescribing intervention to actively de-prescribe in existing patients. Liothyronine sodium, 

one of the Company’s products, was included in the initial draft. A formal public consultation was launched on the 

proposed guidance and the Company, industry association and patient groups responded. Following the consultation 

period the draft guidance was amended for some products (including liothyronine sodium), where it was felt that 

active de-prescribing in existing patients was inappropriate. This revised guidance put forward to the NHS England 

Board continues to permit the prescribing of liothyronine sodium in new and existing patients where clinical need 

exists. As a result, clinical commissioning groups and/or other healthcare groups in the markets in which the 

Company sells its products could release adverse prescribing recommendations against any of the Company’s 

products, which could have a material adverse effect on the Company’s business, financial condition and results of 

operations. 

The Company may experience declines in sales volumes or prices of certain of its products as the result of the 

concentration of sales to wholesalers and the continuing trend towards consolidation of such wholesalers and 

other customer groups. 
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For certain of the Company’s products a significant portion of sales are to a relatively small number of customers. 

For example, ADVANZ PHARMA North America, operating through its Barbados office, sells substantially all of 

its pharmaceutical products directly to three major wholesalers in the United States, who combined account for 

approximately 89% of ADVANZ PHARMA North America’s total sales through wholesalers and approximately 

89% of the reportable operating segment’s total revenue. If the Company’s relationship with one or more of such 

customers is disrupted or changes adversely or if one or more of such customers experience financial difficulty or 

other material adverse change in their businesses, it could materially and adversely affect the Company’s sales and 

financial results, which could have a material adverse effect on the Company’s business, financial condition and 

results of operations. (See “ADVANZ PHARMA North America – Sales and Distributions” in this Annual 

Information From). 

In addition, wholesalers and retail drug chains have undergone, and are continuing to undergo, significant 

consolidation. This consolidation may result in these groups gaining additional purchasing leverage and 

consequently increasing the product pricing pressures facing the Company’s business. The result of these 

developments could have a material adverse effect on the Company’s business, financial position and results of 

operations. 

The markets in which the Company operates and proposes to operate are highly competitive and subject to rapid 

and significant technological change, which could render the Company’s products obsolete or uncompetitive. 

In addition to competition from generic drugs, the Company’s products will face competition from new products 

that treat the same diseases and address some of the same conditions as the Company’s products. Many of the 

Company’s competitors have greater financial resources and selling and marketing capabilities. The Company will 

face further competition from pharmaceutical and drug development companies that focus their efforts on 

developing and marketing products that are similar in nature to its products, but that in some instances offer 

improvements over, or are less expensive than, the Company’s products. The Company’s competitors may succeed 

in developing technologies and products that are more effective or less expensive to use than any of the Company’s 

products or any products that the Company may acquire or license. These developments could render the 

Company’s products obsolete or uncompetitive, which could have a material adverse effect on the Company’s 

business, financial condition and results of operations. In addition, academic institutions, government agencies and 

other public and private organizations conducting research may seek patent protection with respect to potentially 

competitive products. They may also establish exclusive collaborative or licensing relationships with the Company’s 

competitors. 

The successful development of the Company’s pipeline products is highly uncertain and requires significant 

expenditures and time. In addition, obtaining necessary government approvals is time consuming and not 

assured. 

The Company currently has a number of pipeline products in development (including innovations utilizing existing 

molecules). The Company and its development partners, as applicable, conduct studies to obtain regulatory approval 

for the sale of the Company’s pipeline products. Such studies can be expensive and complex and can take many 

years and have uncertain outcomes. Only a small number of the Company’s pipeline products may reach the market. 

The Company will not be able to commercialize its pipeline products if applicable regulatory approvals are not 

obtained. If the Company’s development projects are not successful or are significantly delayed, the Company may 

not recover its investments in the pipeline product and the Company’s failure to bring these pipeline products to 

market on a timely basis, or at all, could have a material adverse effect on the Company’s business, financial 

condition and results of operations. 

During each stage, the Company may encounter obstacles that delay the development process and increase expenses, 

leading to significant risks that the Company will not achieve its goals and may be forced to abandon a potential 

product in which it has invested substantial amounts of time and money. These obstacles may include: preclinical 

failures; difficulty enrolling patients in clinical trials; delays in completing formulation and other work needed to 

support an application for approval; adverse reactions or other safety concerns arising during clinical testing; 

insufficient clinical trial data to support the safety or efficacy of the product candidate; and failure to obtain, or 

delays in obtaining, the required regulatory approvals for the product candidate or the facilities in which it is 

manufactured. 
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Because of the amounts required to be invested in augmenting the Company’s pipeline of products, the Company is 

increasingly reliant on partnerships with third parties, and consequently faces the risk that some of these third parties 

may fail to perform their obligations, or fail to reach the levels of success that the Company is relying on to meet its 

revenue and profit goals. 

In addition, the FDA and Health Canada approval must be obtained in the U.S. and Canada, respectively, and EMA 

approval must be obtained in countries in the EU and similar approvals must be obtained from comparable agencies 

in other countries, prior to marketing or manufacturing new pharmaceutical and medical device products for use by 

humans. Obtaining such regulatory approvals for new products and devices and manufacturing processes can take a 

number of years and involves the expenditure of substantial resources. Even if such products appear promising in 

development stages, regulatory approval may not be achieved and no assurance can be given that the Company will 

obtain approval in those countries where it wishes to commercialize such products. Nor can any assurance be given 

that if such approval is secured, the approved labeling will not have significant labeling limitations, including 

limitations on the indications for which the Company can market a product, or require onerous risk management 

programs. Furthermore, from time to time, changes to the applicable legislation or regulations may be introduced 

that change these review and approval processes for the Company’s products, which changes may make it more 

difficult and costly to obtain or maintain regulatory approvals. To the extent that the Company is able to launch a 

pipeline product, there is no assurance that the Company will be able to achieve its forecasted market share of the 

product market and there can be no assurance that the market for the product will not decreased by the time the 

pipeline product is launched. 

If the Company is unable to successfully introduce new products in a timely manner, its future revenue and profit 

may be adversely affected. 

The Company’s future revenues and profitability will depend, in part, upon its ability to successfully and timely 

develop, license, or otherwise acquire and commercialize new products. Product development is inherently risky. 

Likewise, product licensing involves inherent risks, including among others uncertainties due to matters that may 

affect the achievement of milestones, as well as the possibility of contractual disagreements with respect to whether 

the supply of product meets certain specifications or with respect to terms such as license scope or termination 

rights. The development and commercialization process, particularly with respect to new and complex drugs, also 

requires substantial time, effort and financial resources. The Company, or a partner, may not be successful in 

commercializing any of such products on a timely basis, if at all, which could adversely affect the Company’s 

business, financial condition and results of operations. 

The Company, or a partner or supplier, may be unable to obtain requisite approvals on a timely basis, or at all, for 

new products that the Company may develop, license or otherwise acquire. Moreover, if the Company obtains 

regulatory approval for a drug, it may be limited, for example, with respect to the indicated uses and delivery 

methods for which the drug may be marketed, or may include warnings, precautions or contraindications in the 

labeling, which could restrict the Company’s potential market for the drug. A regulatory approval may also include 

post-approval study or risk management requirements that may substantially increase the resources required to 

market the drug. Also, for products pending approval, the Company may obtain raw materials or produce batches of 

inventory to be used in efficacy and bioequivalence testing, as well as in anticipation of the product’s launch. In the 

event that regulatory approval is denied or delayed, the Company could be exposed to the risk of this inventory 

becoming obsolete. 

If the Company is unable to navigate its products through the approval process in a timely manner, there could be an 

adverse effect on the Company’s product introduction plans, business, financial condition and results of operations. 

The Company’s pipeline is heavily dependent on a small number of key product projects.  Pipeline revenues could 

be dramatically reduced if those pipeline projects fail. 

The Company faces competition for future acquisitions or in-licensing of products. 

The Company’s growth strategy is partially predicated on its ability to acquire or in-license additional products at 

reasonable prices or for a price which the Company believes is lower than the accretive value to the Company of 

such products. The Company currently competes to acquire and in-license products with other participants in the 
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pharmaceutical industry. Some of these companies may have greater resources than the Company. In addition, 

although the Company is aware of other entities that are focused on acquiring and in-licensing products primarily for 

the purpose of generating a stream of stable revenues and cash flow, there can be no assurances that additional 

entities will not adopt this strategy in the future. If the Company is unable to acquire or in-license additional 

products at reasonable or otherwise appropriate prices, its ability to expand its business and to service and ultimately 

repay its indebtedness may be adversely affected and this could have a material adverse effect on the Company’s 

business, financial condition and results of operations. 

The publication of negative results of studies or clinical trials may adversely impact the Company’s business. 

From time to time, studies or clinical trials on various aspects of pharmaceutical products are conducted by 

academics or others, including government agencies. The results of these studies or trials, when published, may have 

a significant effect on the market for the pharmaceutical product that is the subject of the study. The publication of 

negative results of studies or clinical trials related to products held by ADVANZ PHARMA North America or 

ADVANZ PHARMA International or the therapeutic areas in which the Company’s products compete could 

adversely affect the sales of, the prescription trends for, and the reputation of the Company’s products, which in turn 

could have a material adverse effect on the Company’s business, financial condition and results of operations. 

Unexpected product safety or efficacy concerns may arise and maintenance of expected levels of market 

acceptance is uncertain. 

Even if the Company is able to obtain and maintain regulatory approvals for its products, generic or branded, the 

success of its products is dependent upon achieving and maintaining market acceptance. Commercializing products 

is time consuming, expensive and unpredictable. There can be no assurance that the Company will be able to, either 

by itself or in collaboration with its partners or through its licensees or distributors, successfully commercialize its 

new products or gain market acceptance for such products. New product candidates that appear promising in 

development may fail to reach the market or may have only limited or no commercial success. Levels of market 

acceptance for the Company’s new products could be impacted by several factors, some of which are not within the 

Company’s control, including but not limited to the: 

 safety, efficacy, convenience and cost-effectiveness of the Company’s products compared to 

products of the Company’s competitors; 

 scope of approved uses and marketing approval; 

 availability of patent or regulatory exclusivity; 

 timing of market approvals and market entry; 

 availability of alternative products from the Company’s competitors; 

 acceptance of the price of the Company’s products; 

 effectiveness of the Company’s sales forces and promotional efforts; 

 the level of reimbursement of the Company’s products; 

 acceptance of the Company’s products on government and private formularies, by clinical 

commissioning groups and/or other healthcare groups; 

 ability to market the Company’s products effectively at the retail level or in the appropriate setting 

of care; and 

 reputation of the Company’s products. 

Unexpected safety or efficacy concerns can arise with respect to the Company’s products, whether or not 

scientifically justified, potentially resulting in product recalls, withdrawals and/or declining sales, as well as product 

liability, consumer fraud and/or other claims. Any of the foregoing could have a material adverse effect on the 

Company’s business, financial condition and results of operations. 

The market perception and reputation of the Company’s products and their safety and efficacy are important to the 

Company’s business and the continued acceptance of its products. Any negative publicity about any of the 

Company’s products, such as the pricing of the Company’s products, discovery of safety issues with its products, 

adverse events involving its products, or even public rumours about such events, could have a material adverse 

effect on the Company’s business, financial condition and results of operation. In addition, the discovery of one or 

more significant problems with a product similar to one of the Company’s products that implicate (or are perceived 
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to implicate) an entire class of products or the withdrawal or recall of such similar products could have an adverse 

effect on sales of the Company’s products. New data about the Company’s products, or products similar to its 

products, could cause the Company reputational harm and could negatively impact demand for the Company’s 

products due to real or perceived side effects or uncertainty regarding safety or efficacy and, in some cases, could 

result in product withdrawal. If any of the Company’s products fail to gain, or lose, market acceptance, the 

Company’s revenues could be adversely impacted which could have a material adverse effect on the Company’s 

business, financial condition and results of operations. 

Risks relating to effective internal controls 

Effective internal controls are necessary for the Company to provide reliable financial reports and to help prevent 

fraud. Although the Company has in place internal controls, processes and procedures and although the Company 

and certain of its subsidiaries implement a number of safeguards, in each case, in order to help ensure the reliability 

of their respective financial reports, including those imposed on the Company under Canadian law, the Company 

cannot be certain that such measures ensure that the Company will maintain adequate control over financial 

processes and reporting. Failure to implement required new or improved controls or difficulties encountered in their 

implementation could harm the Company’s results of operations or cause it to fail to meet its reporting obligations. 

If the Company or its auditors discover a material weakness, the disclosure of that fact, even if quickly remedied, 

could reduce the market’s confidence in the Company’s consolidated financial statements and materially adversely 

affect the trading price of the Company’s securities. 

Rising insurance costs could negatively impact the Company’s profitability. 

The cost of insurance, including director and officer, worker’s compensation, property, product liability and general 

liability insurance, has risen significantly in recent years and is expected to continue to increase. In response, the 

Company may increase deductibles and/or decrease certain coverage to mitigate these costs. These increases, and 

the Company’s increased risk due to increased deductibles and reduced coverage, could have a material adverse 

effect on the Company’s business, financial condition and results of operations. In addition, given the recent claims 

faced by the Company, the Company may be faced with an increased risk of being unable to obtain adequate 

insurance coverage or may face significant increases in premiums. 

When the Company’s current insurance policies expire, the Company may encounter difficulty in obtaining or 

renewing its insurance policies with the same level of coverage and under similar terms. Even if the Company were 

able to renew its policies at levels and with limitations consistent with its current policies, the Company cannot be 

sure that it would be able to obtain such insurance at premium rates that are commercially reasonable. If the 

Company is unable to obtain adequate insurance for certain risks, it could cause the Company to be in default of 

certain contractual commitments it has that require it to maintain adequate insurance to protect against the risk of 

loss. If this were to occur or if the Company were unable to obtain adequate insurance and experiences damages that 

would otherwise have been covered by insurance, it could adversely affect the Company’s business, financial 

condition and results of operations. 

Risk of loss not covered by insurance. 

The Company faces a risk of loss for damages not covered by the Company’s existing insurance policies (including 

its director and officer indemnity insurance policies). The Company could be required to bear all losses that are not 

adequately covered by its existing insurance policies, as well as any insurance deductibles or damages awarded. In 

the event of a substantial loss or claim, the insurance coverage may not be sufficient to pay the full amount of the 

loss incurred or damages awarded. In the event of an uninsured loss, the Company could lose some or all of its 

capital, cash flow and anticipated profits related to one or more products. Although the Company believes that its 

insurance programs are adequate, assurance cannot be provided that the Company will not incur losses or damages 

in excess of insurance coverage or that insurance can be obtained in the future at acceptable levels and reasonable 

cost and this could have a material adverse effect on the Company’s business, financial condition and results of 

operations. 

Policies regarding returns, allowances and chargebacks may reduce revenues in future fiscal periods. 
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The Company establishes estimates of the impact that policies regarding returns, allowances and chargebacks may 

have in subsequent periods. The Company cannot ensure that the reserves are adequate or that actual product 

returns, allowances and chargebacks will not exceed its estimates, which could have a material adverse effect on the 

Company’s business, financial condition and results of operations. 

The Company is subject to certain risks as a holding company. 

As a holding company with no material assets other than the shares of the Company’s operating subsidiaries, nearly 

all of the Company’s funds generated from operations are generated by the Company’s operating subsidiaries. As a 

result, the Company is dependent on dividends and other distributions or loans or advances from those subsidiaries 

to generate the funds necessary to meet its financial obligations, including the payment of principal and interest on 

its debt obligations. Accordingly, if the Company’s operating subsidiaries are unable, due to regulatory restrictions, 

contractual restrictions or otherwise (including as a result of events occurring under the CBCA Proceedings), to pay 

the Company dividends and make other payments to the Company when needed, the Company may be unable to 

satisfy the Company’s debt and other obligations when they arise. There can be no assurance that the agreements 

governing the indebtedness of the Company’s subsidiaries will permit those subsidiaries to provide the Company 

with sufficient cash to fund its debt service payments. 

The Company’s operating results and financial condition may fluctuate. 

The Company’s operating results and financial condition may fluctuate from period to period for a number of 

reasons, including as a result of the following events or occurrences, among others: 

 

 development and launch of new competitive products; 

 changes in costs and/or reimbursement for the Company’s products; 

 the timing and receipt of FDA, EMA or other applicable regulatory approvals or lack of approvals; 

 costs related to business development transactions; 

 changes in the amount the Company spends to market its products; 

 delays between the Company’s expenditures to acquire or in-license new products, technologies or 

businesses and the generation of revenues from those acquired or in-licensed products, 

technologies or businesses; 

 changes in treatment practices of physicians that currently prescribe certain of the Company’s 

products; 

 changes in prescription recommendations or behaviours by clinical commissioning groups or other 

healthcare groups in the U.S., U.K. or in any other jurisdiction in which the Company sells its 

products; 

 increases in the cost of raw materials used to manufacture the Company’s products; 

 manufacturing and supply interruptions; 

 the Company’s responses to price competition; 

 expenditures as a result of legal actions and regulatory investigations (and settlements thereof), 

including the defense of the Company’s intellectual property; 

 market acceptance of the Company’s products; 

 the timing of wholesaler and distributor purchases; and 

 general economic and industry conditions, including potential fluctuations in foreign currency and 

interest rates. 

As a result, the Company believes that quarter-to-quarter comparisons of results from operations, or any other 

similar period-to-period comparisons, should not be construed as reliable indicators of the Company’s future 

performance. The above factors may cause the Company’s operating results to fluctuate and could have a material 

adverse effect on the Company’s business, financial condition and results of operations. In any period, the 

Company’s results may be below the expectations of market analysts and investors, which could cause the trading 

price of the Limited Voting Shares and other securities of the Company to decline. 
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Goodwill and intangible assets represent a significant portion of the Company’s total assets and potential 

impairment of goodwill and other intangible assets may significantly impact the Company’s profitability. Finite-

lived intangible assets are subject to an impairment analysis whenever events or changes in circumstances indicate 

the carrying amount of the asset may not be recoverable. Goodwill and indefinite-lived intangible assets are tested 

for impairment annually, or more frequently if events or changes in circumstances indicate that the asset may be 

impaired. If an impairment exists, the Company would be required to take an impairment charge with respect to the 

impaired asset. Events giving rise to impairment are difficult to predict and are an inherent risk in the 

pharmaceutical industry. As a result of the significance of goodwill and intangible assets should such an impairment 

of goodwill or intangible assets occur, it could have a material adverse effect on the Company’s business, financial 

condition and results of operations. The introduction of competing products (including generic products) could have 

a material adverse effect on the Company’s business, financial condition and results of operations. For example, the 

Company has faced increased competitive pressures on some of its key products including, but not limited to, 

Donnatal®, Plaquenil® AG, Nilandron®, liothyronine sodium and fusidic acid in recent years. These competitive 

pressures have negatively impacted, and may continue to negatively impact, the Company’s business, financial 

condition and results of operations, and the Company may not be able to address these impacts or competitive 

pressures in a timely manner or at all. In addition, these competitive pressures have resulted in the Company having 

to take significant impairments on its assets. The Company may be required to take additional impairments on its 

assets in the event that these conditions continue to affect the Company’s business, financial condition and 

operations. 

Business impact and risk factors regarding Brexit. 

On June 23, 2016, a majority of voters in the U.K. elected to withdraw from the EU in a national referendum 

(Brexit). On March 29, 2017, the U.K. delivered notice to the European Council in accordance with Article 50 of the 

Treaty on European Union of the U.K.’s intention to withdraw from the European Union. The Company understands 

that the time frame for the negotiated withdrawal of the U.K. from the European Union is approximately two years 

from the date of the withdrawal notification. However, as no member state has formally withdrawn from the 

European Union in the past, there is no precedent for the operation of Article 50 and, as a result, the timing and 

outcome of Brexit continues to be uncertain at this time. ADVANZ PHARMA International has significant 

operations within the U.K. and other parts of the EU, and therefore continues to monitor developments related to 

Brexit, including the impact resulting from currency market movements. 

Brexit has created significant uncertainty about the future relationship between the U.K. and the EU, and has given 

rise to calls for certain regions within the U.K. to preserve their place in the EU by separating from the U.K., as well 

as for the governments of other EU member states to consider withdrawal. These developments, or the perception 

that any of them could occur, have had and may continue to have a material adverse effect on global economic 

conditions and the stability of global financial markets, and could significantly reduce global market liquidity and 

restrict the ability of key market participants to operate in certain financial markets. Asset valuations, currency 

exchange rates and credit ratings may be especially subject to increased market volatility. 

Continuing lack of clarity about future U.K. laws and regulations as the U.K. determines which EU laws to replace 

or replicate in the event of a withdrawal, including financial laws and regulations, tax and free trade agreements, 

intellectual property rights, supply chain logistics, environmental, health and safety laws and regulations, 

immigration laws and employment laws, could decrease foreign direct investment in the U.K., increase costs and 

depress economic activity. The Company may incur additional costs and expenses as it adapts to potentially 

divergent regulatory frameworks from the rest of the EU. Disruptions and uncertainty caused by Brexit may also 

cause the Company’s customers to closely monitor their costs and reduce their spending budget on the Company’s 

products. 

If the U.K. and the EU are unable to negotiate acceptable withdrawal terms or if other EU member states pursue 

withdrawal, barrier-free access between the U.K. and other EU member states or among the European Economic 

Area overall could be diminished or eliminated. ADVANZ PHARMA International has significant operations within 

the EU, including the U.K., and therefore any of these factors could have a material adverse effect on the 

Company’s business, financial condition and results of operations and affect its strategy in the U.K. and/or the 

European pharmaceutical market. 
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A significant portion of the Company’s debt and a portion of its revenues are denominated in U.S. dollars. Since 

October of 2015, the Company’s business has expanded internationally and, as a result, a significant portion of its 

revenues and expenses are denominated in Euros, U.K. Pounds Sterling and other foreign currencies. A decrease in 

the value of such foreign currencies relative to the U.S. dollar, such as the decline in value of the U.K. Pound 

Sterling following Brexit, could result in reduced U.S. dollar equivalent earnings, as a result of currency exchange 

rate fluctuations. During periods of a strengthening U.S. dollar, the local currency results of the Company’s 

international operations may translate into fewer U.S. dollars. The Company cannot predict changes in currency 

exchange rates, the impact of exchange rate changes on its operating results, nor the degree to which the Company 

will be able to manage the impact of currency exchange rate changes, and any of these effects of Brexit, among 

others, could materially adversely affect the Company’s business, results of operations and financial condition. As 

the U.K. takes further steps necessary to formally terminate its membership in the EU, volatility in foreign 

currencies may continue as negotiations commence to determine the future terms of the U.K. relationship with the 

EU. The Company cannot be sure that any hedging techniques it has implemented or may implement in the future 

will be successful or that its business, financial condition, and results of operations will not be materially adversely 

affected by foreign currency exchange rate fluctuations. In addition, in connection with the Recapitalization 

Transaction, the Currency Swaps were terminated during October 2017. As a result, the Company is increasingly 

susceptible to changes or fluctuations in currency exchange rates. (See the “General Development of the Business - 

Funding Arrangements” section in this Annual Information Form and the “Liquidity and Capital Realignment” and 

“Lending Arrangements and Debt” sections of the Company’s MD&A for further details on the Company’s current 

assessment of the foreign currency impact to the Company’s financial operations as a result of the Brexit vote). 

If the Company experiences a data security breach and confidential information is disclosed, the Company may 

be subject to penalties and experience negative publicity. 

The Company and its customers could suffer harm if personal and health information were accessed by third parties 

due to a system security failure. The collection of data requires the Company to receive and store a large amount of 

personally identifiable data. Recently, data security breaches suffered by well-known companies and institutions 

have attracted a substantial amount of media attention, prompting legislative proposals addressing data privacy and 

security. The Company may become exposed to potential liabilities with respect to the data that it collects, manages 

and processes, and may incur legal costs if information security policies and procedures are not effective or if the 

Company is required to defend its methods of collection, processing and storage of personal data. Future 

investigations, lawsuits or adverse publicity relating to its methods of handling such information could have a 

material adverse effect on the Company’s business, financial condition and results of operations due to the costs and 

negative market reaction relating to such developments. 

Information technology systems and cyber security risks. 

Significant disruptions of information technology systems or breaches of information security could adversely affect 

the Company’s business. The Company relies to a large extent upon sophisticated information technology systems 

to operate its business. In the ordinary course of business, the Company collects, stores and transmits large amounts 

of confidential information (including, but not limited to, personal information and intellectual property), and the 

Company deploys and operates an array of technical and procedural controls to maintain the confidentiality and 

integrity of such confidential information. The Company also has outsourced significant elements of its operations 

to third parties, including significant elements of its information technology infrastructure and, as a result, the 

Company is managing many independent vendor relationships with third parties who may or could have access to its 

confidential information. The size and complexity of the Company’s information technology and information 

security systems, and those of its third-party vendors with whom the Company contracts (and the large amounts of 

confidential information that is present on them), make such systems potentially vulnerable to service interruptions 

or to security breaches from inadvertent or intentional actions by the Company’s employees or vendors, or from 

attacks by malicious third parties. Such attacks are of ever-increasing levels of sophistication and are made by 

groups and individuals with a wide range of motives (including, but not limited to, industrial espionage) and 

expertise, including organized criminal groups, “hacktivists,” nation states and others. As a global pharmaceutical 

company, the Company’s systems are subject to frequent attacks. Due to the nature of some of these attacks, there is 

a risk that they may remain undetected for a period of time. While the Company has invested in the protection of 

data and information technology, there can be no assurance that the Company’s efforts will prevent service 

interruptions or security breaches. Any such interruption or breach of the Company’s systems could adversely affect 
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its business, financial results or results of operations and/or result in the loss of critical or sensitive confidential 

information or intellectual property, and could result in financial, legal, business and reputational harm to the 

Company. The potential risks and impacts of a cyber security incident on the Company include: 

 compromising confidential customer, employee and/or third party information; 

 unauthorized access to proprietary or sensitive information; 

 destruction or corruption of important data; 

 lost revenues due to a disruption of activities; 

 litigation, fines and liability for failure to comply with privacy and information security laws; 

 regulatory investigations and heightened regulatory scrutiny; 

 higher insurance premiums; 

 reputational harm affecting customer and investor confidence; 

 diminished competitive advantage and negative impacts on future opportunities; 

 effectiveness of internal control over financial reporting; 

 operational delays, such as interruptions in the supply chain management; 

 loss of data from research and development activities; and 

 devaluation of intellectual property. 

In 2016, the Company developed a global policy to address cyber security risks; however, the Company continues to 

be at an elevated risk of exposure to cyber security incidents until the policy is implemented across the global 

organization. In addition, the Company is currently considering obtaining cyber liability insurance; however, even if 

the Company were to maintain cyber liability insurance, such insurance may not be sufficient to cover the financial, 

legal, business or reputational losses that may result from an interruption or breach of the Company’s systems. 

The expansion of social media platforms present new risks and challenges. 

The inappropriate use of certain social media vehicles could cause brand damage or information leakage or could 

lead to legal implications from the improper collection and/or dissemination of personally identifiable information 

or the improper dissemination of material non-public information. In addition, negative posts or comments about the 

Company and/or any of its key personnel on any social networking web site could seriously damage the Company’s 

reputation. Further, the disclosure of non-public company sensitive information through external media channels 

could lead to information loss as there might not be structured processes in place to secure and protect information. 

If the Company’s non-public sensitive information is disclosed or if its reputation or that of its key personal is 

seriously damaged through social media, it could have a material adverse effect on the Company’s business, 

financial condition and results of operations. 

Risk Factors Related to the Company Shares 

The market price of the Limited Voting Shares is unpredictable and may be volatile, which could cause the value of 

a shareholder’s investment to decline. 

Publicly-traded securities such as those of the Company will not necessarily trade at values determined by reference 

to the underlying value of its business. The prices at which the Limited Voting will trade cannot be predicted. The 

market price of the Limited Voting Shares have and could continue to fluctuate significantly for various reasons, 

many of which are beyond the Company’s control, including the following: 

 

 changes or perceived changes in the condition (including financial condition), operations, results 

or prospects of the Company’s businesses and market assessments of these changes or perceived 

changes; 

 changes in the Company’s capital structure, such as future issuances of securities, sales of large 

blocks of Limited Voting Shares by the Company’s shareholders or the Company’s incurrence of 

additional debt; 

 the Company’s announcements or those of its competitors’ regarding new products or services, 

enhancements, significant contracts, acquisitions, in-licensing arrangements or strategic 

investments; 
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 significant acquisitions or business combinations, strategic partnerships, joint ventures or capital 

commitments by or involving the Company or its competitors; 

 changes in governmental regulations or proposals, or new government regulations or proposals, 

affecting the Company; 

 the addition or departure of the Company’s executive officers and other key personnel; 

 the Company’s quarterly or annual earnings or those of other companies in the Company’s 

industry and anticipated fluctuations in respect thereof; 

 operating and stock price performance of companies that investors deem comparable to the 

Company; 

 changes in earnings estimates or recommendations by securities analysts who track the Limited 

Voting Shares; 

 changes in industry conditions; 

 developments related to investigations, regulatory proceedings, or litigation that involve the 

Company; 

 news reports relating to trends, concerns, technological or competitive developments, regulatory 

changes and other related issues in the Company’s industry or target markets; and 

 changes in general market, economic and political conditions in the United States, Canada, the 

U.K., the EU and global economies or financial markets in which the Company does business, 

including those resulting from natural disasters, terrorist attacks, acts of war and responses to such 

events. 

Financial markets have recently experienced significant price and volume fluctuations that have particularly affected 

the market prices of equity securities of companies and that have often been unrelated or disproportionate to the 

operating performance, underlying asset values or prospects of such companies. Accordingly, the market price of the 

Limited Voting Shares may decline even if the Company’s operating results, underlying asset values or prospects 

have not changed. These factors, as well as other related factors, may cause decreases in asset values that are 

deemed to be other than temporary, which may result in impairment losses. In addition, in the past, following 

periods of volatility in the overall market and the market price of a company’s securities, securities class action 

litigation has often been instituted against these companies. This litigation, which has been initiated against the 

Company, could result in substantial costs and diversion of management’s attention and resources. (See the “Legal 

and Regulatory Proceedings” in this Annual Information Form). 

The market for the Limited Voting Shares has experienced and may in the future experience significant fluctuations 

in price and volume of trading based on the performance of the Company and other factors outside of the 

Company’s control. Given the current financial condition and leverage of the Company, there could be additional 

volatility with respect to the price of the Limited Voting Shares, which could result in investors losing all or a 

significant portion of their investment. There can be no assurance that continuing fluctuations in price and volume 

will not occur. If such increased levels of volatility and market turmoil continue, the Company’s operations could be 

adversely impacted and the trading price of the Limited Voting Shares may be materially adversely affected. 

Future sales or issuances of the Limited Voting Shares in the public markets, or the perception of such sales, 

could depress the trading price of the Limited Voting Shares. 

The sale of a substantial number of Limited Voting Shares or other equity-related securities in the public markets, or 

the perception that such sales could occur, could depress the market price of the Limited Voting Shares and impair 

the Company’s ability to raise capital through the sale of additional equity securities. The Company cannot predict 

the effect that future sales of Limited Voting Shares or other equity-related securities would have on the market 

price of the Limited Voting Shares. 

Future sales of Limited Voting Shares by existing shareholders could reduce market price. 

Sales of a substantial number of Limited Voting Shares in the public market could occur at any time following, or in 

connection with, the completion of any offering. These sales, or the market perception that the holders of a large 

number of Limited Voting Shares intend to sell Limited Voting Shares, could reduce the market price of the Limited 

Voting Shares. A decline in the market price of the Limited Voting Shares could impair the Company’s ability to 

raise additional capital through the sale of securities should it desire to do so. This may result in a greater number of 
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Limited Voting Shares being sold in the public market, and fewer long-term holders of Limited Voting Shares by the 

Company’s management and employees. This dilution could cause the price of the Limited Voting Shares to decline 

and it could result in the creation of new control persons. In addition, the Company’s shareholders could suffer 

dilution in the net book value per share. 

All of the Company debt obligations, and any future indebtedness the Company may incur, will have priority over 

the Limited Voting Shares with respect to payment in the event of a liquidation, dissolution or winding up. 

In any liquidation, dissolution or winding up of the Company, the Limited Voting Shares would rank below all debt 

claims against the Company. In addition, any convertible or exchangeable securities or other equity securities that 

the Company may issue in the future may have rights, preferences and privileges more favourable than those of the 

Limited Voting Shares. As a result, holders of the Limited Voting Shares will not be entitled to receive any payment 

or other distribution of assets upon the liquidation or dissolution until after the Company’s obligations to its debt 

holders and holders of equity securities that rank senior to the Limited Voting Shares have been satisfied. 

The Company is subject to risks related to publication of inaccurate or unfavourable research by securities 

analysts or other third parties. 

The trading market for the Limited Voting Shares relies in part on the research and reports that securities analysts 

and other third parties choose to publish about the Company. The Company does not control these analysts or other 

third parties. The price of the Limited Voting Shares could decline if one or more securities analysts downgrade 

Limited Voting Shares or if one or more securities analysts or other third parties publish inaccurate or unfavourable 

research about the Company or cease publishing reports about the Company. If one or more analysts cease coverage 

of the Company or fail to regularly publish reports on the Company, the Company could lose visibility in the 

financial markets, which in turn could cause the price or trading volume of the Limited Voting Shares to decline. 

Forward-looking statements, future-oriented financial information, and financial outlooks may prove inaccurate. 

Investors are cautioned not to place undue reliance on forward-looking statements, future-oriented financial 

information and financial outlooks. By their nature, forward-looking statements, future-oriented financial 

information and financial outlooks involve numerous assumptions, known and unknown risks and uncertainties, of 

both a general and specific nature, that could cause actual results to differ materially from those suggested by the 

forward-looking statements or contribute to the possibility that predictions, forecasts or projections will prove to be 

materially inaccurate. Additional information on the risks, assumptions and uncertainties are found in this Annual 

Information Form under the heading “Cautionary Note Regarding Forward-Looking Statements.” 

The Company is subject to risks related to global financial conditions. 

Global credit and financial markets have experienced extreme disruptions in the past several years, including with 

respect to, at times, severely diminished liquidity and credit availability, declines in consumer confidence, declines 

in economic growth, increases in unemployment rates and uncertainty about economic stability. There can be no 

assurance that significant deterioration in credit and financial markets and confidence in economic conditions will 

not occur in the future. Any such economic downturn, volatile business environment or continued unpredictable and 

unstable market conditions could have a material adverse effect on the Company’s business, financial condition and 

results of operations. These factors may impact the ability of the Company to obtain equity or debt financing in the 

future and, if obtained, on terms favourable to the Company. Increased levels of volatility and market turmoil can 

adversely impact the Company’s operations and the value and the price of the Limited Voting Shares could be 

adversely affected. In addition, there is a risk that one or more of the Company’s current manufacturers or other 

service providers may themselves be adversely impacted by difficult economic circumstances, which could directly 

affect the Company’s ability to run its business as currently contemplated. 

The Company is subject to risks related to additional regulatory burden and controls over financial reporting. 

The Company is subject to the continuous and timely disclosure requirements of Canadian and the rules, regulations 

and policies of the TSX. These rules, regulations and policies relate to, among other things, corporate governance, 

corporate controls, internal audit, disclosure controls and procedures and financial reporting and accounting systems. 
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The Company has made, and will continue to make, changes in these and other areas, including the Company’s 

internal controls over financial reporting. However, there is no assurance that these and other measures that it may 

take will be sufficient to allow the Company to satisfy its obligations as a public company on a timely basis. In 

addition, compliance with reporting and other requirements applicable to public companies create additional costs 

for the Company and require the time and attention of management of the Company. The Company cannot predict 

the amount of the additional costs that the Company may incur, the timing of such costs or the impact that 

management’s attention to these matters will have on the Company’s business. 

In addition, the Company’s inability to maintain effective internal controls over financial reporting could increase 

the risk of an error in its financial statements. the Company’s management, with the participation of the Company’s 

Chief Executive Officer and Chief Financial Officer, is responsible for establishing and maintaining adequate 

internal control over financial reporting. The Company’s internal control over financial reporting is a process 

designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 

financial statements for external purposes in accordance with International Financial Reporting Standards. Internal 

control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives due to 

its inherent limitations. Internal control over financial reporting is a process that involves human diligence and 

compliance and is therefore subject to error, improper override or improper application of the internal controls. 

Because of such limitations, there is a risk that material misstatements may not be prevented or detected on a timely 

basis, and although it is possible to incorporate into the financial reporting process safeguards to reduce this risk, 

they cannot be guaranteed to entirely eliminate it. If the Company fails to maintain effective internal control over 

financial reporting, then there is an increased risk of an error in the Company’s financial statements that could result 

in the Company being required to restate previously issued financial statements at a later date. 

There can be no assurance of dividends. 

The Board currently does not intend to pay quarterly dividends on the Limited Voting Shares in the foreseeable 

future and there can be no assurance that the Company’s revenues or earnings will enable the Company to pay 

quarterly dividends in the future. The Company’s dividend policy could be reviewed from time to time by the Board 

in the context of the Company’s earnings, financial condition and other relevant factors. As the Company does not 

pay dividends, the Company’s shareholders will not be able to receive a return on their Limited Voting Shares 

unless they sell them. In addition, any dividend to be approved by the Board in the future may require third party 

consents under the Company’s debt agreements. In addition, in the event that the Company is not in compliance 

with its obligations under its debt agreements the Company’s ability to pay dividends on its Limited Voting Shares 

may be restricted by such facilities. The market value of the Limited Voting Shares may deteriorate if the Company 

continues its current practice of not paying dividends on its Limited Voting Shares and that deterioration may be 

material. In addition, the composition of any future cash dividends for Canadian tax purposes may change over time 

and may affect the after-tax return for certain investors. 

Certain directors and officers of the Company may be forced to dispose of their equity securities. 

Certain directors and officers of the Company may be forced to dispose of their equity securities if they are unable 

to satisfy their personal debt obligations with cash on hand, as such securities may be held as collateral for personal 

loans. The sale or forced sale of Limited Voting Shares as part of a margin call, or even the potential for such a sale, 

could lead some investors to sell their Limited Voting Shares, which may cause the price of the Limited Voting 

Shares to decline. 

Shareholders of the Company could experience dilution in holdings. 

The Company is authorized to issue an unlimited number of Limited Voting Shares for such consideration and on 

such terms and conditions as shall be established by the Board without shareholder approval. The Company’s 

shareholders will have no pre-emptive rights in connection with such further issues. Accordingly, future issuances of 

Limited Voting Shares by the Company could result in dilution to the shareholders of the Company, and such 

dilution may be substantial. The Company may in the future ask shareholders to approve the creation of further 

preferred class of capital stock, which could result in further dilution to shareholders of the Company. 
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There is no guarantee that an active, liquid market for Limited Voting Shares will be maintained and it is 

possible that the Limited Voting Shares could be delisted from the TSX if applicable continued listing 

requirements are not maintained. 

There is no guarantee that an active liquid trading market for the Limited Voting Shares will be maintained on the 

TSX. Investors may not be able to sell their Limited Voting Shares quickly or at the latest market price if trading in 

the Limited Voting Shares is not active. 

The listing of the Limited Voting Shares on the TSX is conditional upon the Company’s ability to maintain the 

applicable continued listing requirements of the TSX. Failure to maintain the applicable continued listing 

requirements of the TSX could result in the Limited Voting Shares being delisted from the TSX. The TSX will 

normally consider the delisting of securities if, in the opinion of the applicable exchange, it appears that the public 

distribution, price, or trading activity of the listed securities has been so reduced as to make further dealings in the 

securities on the TSX, as applicable, unwarranted. In addition, the TSX may review a listing and delist securities 

based on the review of the financial condition of an issuer. If the market price of the Limited Voting Shares declines 

further or if the Company is unable to maintain listing requirements, the TSX could become doubtful that the 

Company can continue as a going concern. In such circumstances, the TSX may commence a remedial review 

process that could lead to the delisting of the Limited Voting Shares from the applicable exchange. Further, if the 

Company completes a sale, merger, acquisition, or alternative strategic transaction, including, but not limited to, the 

Recapitalization Transaction, it will have to consider if the continued listing of the Limited Voting Shares on the 

TSX is appropriate, or possible. 

On December 1, 2017, the Company announced that it received an initial notification letter from NASDAQ’s 

Listing Qualifications Department notifying the Company that it had 180 days to regain compliance with the 

minimum bid price requirement set forth in NASDAQ’s continued listing rules. NASDAQ’s continued listing rules 

require that listed securities maintain a minimum bid price of $1.00 per share, and that a failure to meet the 

minimum bid price requirement exists if the deficiency continues for a period of thirty (30) consecutive business 

days or more. The Common Shares traded below a bid price of $1.00 for thirty (30) consecutive business days from 

October 17, 2017, to November 28, 2017. As a result, NASDAQ found that the Company did not meet the minimum 

bid price requirement. The Common Shares remained listed on NASDAQ and the Company had until May 29, 2018, 

to regain compliance with the minimum bid price requirement in order to maintain the listing. To regain compliance 

with the minimum bid price requirement, the Common Shares must have a closing bid price of at least $1.00 for a 

minimum of ten (10) consecutive business days. On May 30, 2018, the Company received notification from the 

Listing Qualifications Department of the NASDAQ informing the Company that its Common Shares will be 

scheduled for delisting effective at the opening of business on June 8, 2018. As part of the Recapitalization 

Transaction, lenders supporting the transaction requested that the Company delist its Common Shares from 

NASDAQ. On May 31, 2018, the Company announced that it did not intend to apply to NASDAQ for additional 

time to regain compliance and that it anticipated that its Common Shares would be delisted from, and cease trading 

on, NASDAQ. The Company’s stock was further suspended from trading on NASDAQ on June 8, 2018. On July 

18, 2018, NASDAQ made a determination to delist the Company’s securities from NASDAQ as a result of the 

Company’s decision not to submit a plan to regain compliance with NASDAQ’s continued listing requirements. On 

January 28, 2019, the Company made a filing under U.S. securities laws to suspend its U.S. reporting obligations, 

the first step in the process to cease being a reporting company in the U.S. The Company anticipates that it will have 

fully completed the U.S. deregistration process by mid-2019 

Delisting from the NASDAQ may adversely affect the Company’s ability to raise additional financing through the 

public or private sale of equity securities, would significantly affect the ability of investors to trade the Company’s 

securities and may negatively affect the value and liquidity of Limited Voting Shares. Delisting may also have other 

negative results, including the potential loss of confidence by employees, the loss of institutional investor interest 

and fewer business development opportunities. 

Shareholders could lose their entire investment. 

An investment shares of the company is speculative and may result in the loss of an investor’s entire investment. 

Only investors who are comfortable investing in a company with limited operating history and substantial leverage 

and can afford to lose their entire investment should consider an investment in the Company. 
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ADDITIONAL INFORMATION 

Additional information including directors’ and officers’ remuneration and indebtedness, the executive 

compensation for named executive officers of the Company, principal holders of the Company’s securities, interests 

of insiders in material transactions, as applicable, and securities authorized for issuance under equity compensation 

plans will be contained in the Company’s management information circular for its most recent annual meeting of 

securityholders that involved the election of directors. 

Additional financial information is provided in the Company’s financial statements and MD&A for the year ended 

December 31, 2018. A copy of this Annual Information Form, the management information circular, financial 

statements and MD&A may be obtained upon request from the Company and those documents and other 

information in respect of the Company are also available on SEDAR at www.sedar.com. 
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APPENDIX "A" 

 

GLOSSARY OF TERMS 

In addition to terms defined elsewhere in this Annual Information Form, the following are defined terms used in this 

Annual Information Form: 

 

2016 Notes has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

2016 Note Guarantors has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

2016 Note Indenture has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

2016 Note Purchase Agreement has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

2016 Note Purchase 

Underwriters 

means a syndicate of underwriters led by Goldman, Sachs & Co. 

ADVANZ PHARMA 

International 

means the Company’s international reportable operating segment selling 

generic and legacy medicines 

ADVANZ PHARMA North 

America 

means the Company’s North American business focused on the acquisition, 

management and sale of pharmaceutical products. 

AG means authorized generic. 

AMCo means Amdipharm Mercury Limited, which legal entity was put into 

liquidation on December 16, 2016 in connection with the legal entity 

rationalization completed on December 16, 2016. Upon its liquidation, all of 

AMCo’s assets were acquired and liabilities were assumed by its parent 

company. 

AMCo Acquisition Means the aquisition by the Company, through a wholly owned subsidiary, 

of 100% of the outstanding shares of AMCo from Cinven and certain other 

sellers on the AMCo Acquisition Closing Date. 

AMCo Acquisition Closing Date means October 21, 2015. 

AMCo Lenders means Goldman Sachs Bank USA, Credit Suisse Securities (USA) LLC, 

Jefferies LLC, and RBC Capital Markets. 

AMCo Notes means $790 million in aggregate principal amount of 9.5% senior notes due 

2022 issued by the Company on October 21, 2015 pursuant to the AMCo 

Note Indenture. 

AMCo Note Indenture means the note indenture dated October 21, 2015 between the Company, 

certain of its subsidiaries and U.S. Bank National Association, as trustee. 

AMCo SPA means a share purchase agreement dated September 4, 2015, as amended , 

whereby the Company, through a wholly owned subsidiary, completed the 

acquisition of 100% of the outstanding shares of AMCo from Cinven and 

certain other sellers.  

AMCo Term Loans has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

ANDA means the Abbreviated New Drug Application. 
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Annual Information Form means this annual information form dated, March 14, 2019. 

Anti-Kickback Statutes means the United States federal Foreign Corrupt Practices Act and the 

United States federal Anti-Kickback Statute. 

Audit Committee has the meaning ascribed to that term under the heading “Audit Committee” 

in this Annual Information Form. 

August Swap Agreement has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

Board means the board of directors of the Company. 

Brexit means the national referendum held in the U.K. on June 23, 2016, during 

which the U.K. voted to withdraw from the EU. 

Bridge Loan Agreements means the two bridge loan agreements dated October 21, 2015 by and among 

the Company, certain of the Company’s subsidiaries, and certain lenders 

Bybrook means Bybrook Capital LLP, in its capacity as investment manager of 

certain investment funds and/or accounts.  

Cameron has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form.   

CBCA means the Canada Business Corporations Act. 

CBCA Order has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

CBCA Proceedings has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

CEE has the meaning ascribed to that term under the heading “Description of the 

Business - Intercorporate Relationships” in this Annual Information Form. 

CEO means Chief Executive Officer. 

Cinven means Cinven Capital Management (V) General Partner Limited and limited 

partnerships comprising the Fifth Cinven Fund. 

Class A Director has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

Class A Special Shares has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

Class B Director has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

Class B Special Shares has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

Class C Special Shares has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

CIS has the meaning ascribed to that term under the heading “Description of the 

Business - Intercorporate Relationships” in this Annual Information Form. 

CMA means the U.K. Competition and Markets Authority. 

CMO means contract manufacturing organizations. 

Common Shares has the meaning ascribed to that term under the heading “Corporate 

Structure” in this Annual Information Form. 

Company or ADVANZ means Advanz Pharma Corp., and unless the context otherwise requires, 

includes each of the subsidiaries of Advanz Pharma Corp.. 

Concordia Private Co. means Concordia Healthcare Inc., which was a corporation organized under 

the OBCA and which was amalgamated with and into the Company on 
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January 1, 2016. 

Court means the Ontario Superior Court of Justice (Commercial List). 

Covis means Covis Pharma S.à.r.l. and  Covis Injectables S.à.r.l. 

Covis APA means an asset purchase agreement dated March 9, 2015 between the 

Company, a subsidiary of the Company, and Covis Pharma S.à.r.l., Covisand 

Covis Pharma Holdings S.à.r.l., whereby the Company, through its 

subsidiary, completed the acquisition of substantially all of the commercial 

assets of Covis for $1.2 billion in cash. 

Covis Credit Agreement means a credit agreement dated April 21, 2015 by and among the Company, 

certain of the Company’s subsidiaries and the Covis Lenders. 

Covis Lenders means the Royal Bank of Canada, Morgan Stanley Senior Funding, Inc., TD 

Securities (USA) LLC, GE Capital Markets, Inc., Fifth Third Bank and 

certain other lenders party to the Covis Credit Agreement. 

Covis Portfolio means the drug portfolio acquired from Covis which consisted of branded 

products and authorized generic contracts, which address medical conditions 

in various therapeutic areas including cardiovascular, central nervous 

system, oncology and acute care markets.  

Covis Notes means a private offering of 7% senior notes for  $735 million issued on April 

21, 2015 in connection with the acquisition of Covis.  

Cross Currency Swap Liability has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Currency Swaps has the meaning ascribed to that term under the heading “General 

Development of the Business – Funding Arrangements” in this Annual 

Information Form. 

Department of Health means the U.K. Department of Health and Social Care. 

DESI means Drug Efficacy Study Implementation. 

DSUs or Deferred Share Units has the meaning ascribed to that term under the heading “Market for 

Securities – Prior Sales” in this Annual Information Form. 

EBITDA means earnings before interest, taxes, depreciation and amortization. 

EMA means the European Medicines Agency, a decentralized agency of the EU. 

EU means the European Union. 

EUR Term Loan has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

EURIBOR means the Euro Interbank Offered Rate. 

Equity Bridge Loans means a senior unsecured equity bridge term loan facility in an aggregate 

principal amount of $45 million provided pursuant to the terms of the Bridge 

Loan Agreements.  

Exchange Rights Agreement has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure - Management Incentive Plan” in this Annual 

Information Form. 

Exchanged Secured Debt has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

Existing Credit Agreement means the credit agreement dated October 21, 2015, by and among the 

Company, certain of the Company’s subsidiaries, and the AMCo Lenders. 

Existing Equity Class Action 

Claims 

has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

Exit Event has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 
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Exit Event Committee has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

Extended Bridge Loans means a senior unsecured equity bridge term loan facility in an aggregate 

principal amount of $135 million provided pursuant to the terms of Bridge 

Loan Agreements. 

FDA means the United States Food and Drug Administration. 

Final Order has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

forward-looking statements has the meaning ascribed to that term under the heading “Cautionary Note 

Regarding Forward-Looking Information” in this Annual Information Form. 

General By-law has the meaning ascribed to that term under the heading “Corporate 

Structure – Governance” in this Annual information Form.  

GSO means GSO Capital Partners, LP, in its capacity as investment manager of 

certain investment funds and/or accounts. 

GSO Parties has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

HIPAA means the federal Health Insurance Portability and Accountability Act of 

1996. 

HMO means health maintenance organizations. 

HSMCA means the U.K. Health Service Medical Supplies (Costs) Act 2017. 

Investor Rights Agreement has the meaning ascribed to that term under the heading “Restructuring And 

Capital Realignment” in this Annual Information Form. 

Lachlan has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form.   

Lazarus has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form. 

LIBOR means the London Interbank Offered Rate. 

Limited Voting Shares has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

Market Change has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure - Share Capital” in this Annual Information Form. 

Management Co-Invest has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure” in this Annual Information Form. 

Method has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form. 

MCO means managed care organization. 

MD&A means the Company’s management discussion and analysis dated March 14, 

2019. 

MIP has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure - Management Incentive Plan” in this Annual 

Information Form. 

MIP Shares has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure - Management Incentive Plan” in this Annual 

Information Form. 

MIPCo has the meaning ascribed to that term under the heading “Description of 

Equity Capital Structure - Management Incentive Plan” in this Annual 

Information Form. 

Moody’s means Moody’s Investor Services, Inc. 



A-5 

 

NASDAQ means the NASDAQ Global Select Market®. 

NEX means the NEX board of the TSX-V. 

NDA means new drug application, being a formal proposal to the FDA to approve 

a new pharmaceutical for sale and marketing in the United States. 

NHS means the U.K. National Health Service. 

NHSA means the U.K. National Health Services Act, 2006, as amended from time 

to time. 

New ADVANZ PHARMA 

Credit Agreement 

has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

New Secured Debt has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

New Secured Notes has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

New Term Loans has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

New USD Term Loan has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Nominating Committee has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

November Swap Agreement has the meaning ascribed to that term under the heading “General 

Development of the Business - Funding Arrangements” in this Annual 

Information Form. 

OBCA means the Business Corporations Act (Ontario). 

Panel has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form. 

PDT has the meaning ascribed to that term under the heading “ADVANZ 

PHARMA North America” in this Annual Information Form. 

PFIC has the meaning ascribed to that term under the heading “Risk Factors - Risk 

Factors Related to the Business of the Company” in this Annual Information 

Form. 

Plan has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

PPACA means the United States Patient Protection and Affordable Care Act. 

PPRS means Pharmaceutical Price Regulation Scheme. 

PPT means Pharmaceutical Parallel Trade. 

Private Placement has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Qualifying Transaction has the meaning ascribed to that term under the heading “Corporate 

Structure – Name, Address and Incorporation” in this Annual Information 

Form. 

Recapitalization Transaction has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

RedHill means RedHill Biopharma Ltd.. 

Restructuring has the meaning ascribed to that term under the heading “Risk Factors – 

Risk Factors Related to the Business” in this Annual Information Form. 

Robins has the meaning ascribed to that term under the heading “Risk Factors – 

Risk Factors Related to the Business” in this Annual Information Form. 

Royal Assent means the formal approval by the U.K. monarchy of an act of the U.K. 

legislature. 
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RSUs or Restricted Share Units has the meaning ascribed to that term under the heading “Market for 

Securities - Prior Sales” in this Annual Information Form. 

S&P means Standard & Poor’s Rating Services. 

Secretary of State means the secretary of state of the Department of Health. 

Secured Debtholders has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

SEDAR means the System for Electronic Document Analysis and Retrieval. 

Share Consolidation has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Shareholder Parties or 

Shareholder Party 

has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Shareholders has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Shionogi has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form.   

Solus means Solus Alternative Asset Management LP, in its capacity as 

investment manager of certain investment funds and/or accounts. 

Solus Parties has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Summers has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form.   

Term Loan Facilities has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form.  

TSX means the Toronto Stock Exchange. 

TSX-V means the TSX Venture Exchange. 

U.K. means the United Kingdom. 

U.S. means the United States of America. 

Unsecured Debt has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Unsecured Debtholders has the meaning ascribed to that term under the heading “Restructuring and 

Capital Realignment” in this Annual Information Form. 

Zylera has the meaning ascribed to that term under the heading “Legal Proceedings 

and Regulatory Matters” in this Annual Information Form.   
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APPENDIX "B" 

INTERCORPORATE RELATIONSHIPS 

ADVANZ Group of Companies: Corporate Structure of Significant Subsidiaries as at March 14, 2019 

 

# Legal Entity Name 
Jurisdiction of 

Formation 

Percentage of 

Equity Interests 

Owned 

1 ADVANZ PHARMA Corp. (f/k/a Concordia International Corp.) Ontario 100% 

2 Concordia Laboratories Inc. Luxembourg 100% 

3 Concordia Pharmaceuticals Inc. Luxembourg 100% 

4 ADVANZ PHARMA Investment Holdings (Jersey) Limited (f/k/a Concordia Investment 

Holdings (Jersey) Limited) 

Jersey 100% 

5 ADVANZ PHARMA Financing (Jersey) Limited Jersey 100% 

6 ADVANZ PHARMA (Jersey) Limited (f/k/a Concordia Investments (Jersey) Limited) Jersey 100% 

7 Andipharm Holdings S.á R.L. Luxembourg 100% 

8 Andipharm GmbH Switzerland 100% 

9 Andipharm BV Netherlands 100% 

10 Andipharm Limited Ireland 100% 

11 Andipharm Mercury Holdco UK Limited United Kingdom 100% 

12 Andipharm Mercury UK Limited United Kingdom 100% 

13 ADVANZ PHARMA Holdings (Jersey) Limited Jersey 100% 

14 Andipharm Mercury International Limited Jersey 100% 

15 ADVANZ PHARMA Holdings (UK) Limited United Kingdom 100% 

16 Mercury Pharma Group Limited United Kingdom 100% 

17 Abeur AB Sweden 100% 

18 ADVANZ PHARMA Generics (UK) Limited (f/k/a Mercury Pharma (Generics) Limited) United Kingdom 100% 

19 ADVANZ PHARMA Services (UK) Limited (f/k/a/ Concordia International Rx (UK) Limited) United Kingdom 100% 

20 Focus Pharma Holdings Limited United Kingdom 100% 

21 Focus Pharmaceuticals Limited United Kingdom 100% 

22 Mercury Pharmaceuticals (Ireland) Limited Ireland 100% 

23 Mercury Pharma International Limited Ireland 100% 

24 Mercury Pharmaceuticals Limited United Kingdom 100% 

25 Primegen Limited United Kingdom 100% 
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APPENDIX "C" 

ADVANZ PHARMA CORP. 

AUDIT COMMITTEE CHARTER 

There shall be a committee of the board of directors (the “Board”) of Concordia International Corp. (the 

“Company”) known as the Audit Committee. 

PURPOSE OF AUDIT COMMITTEE 

The Audit Committee has been established to assist the Board in fulfilling its oversight responsibilities with respect 

to the following principal areas: 

(a) the Company’s external audit function; including the qualifications, independence, appointment and 

oversight of the work of the external auditors; 

(b) the Company’s accounting and financial reporting requirements; 

(c) the Company’s reporting of financial information to the public; 

(d) the Company’s compliance with law and regulatory requirements; 

(e) the Company’s risks and risk management policies; 

(f) the Company’s system of internal controls and management information systems; and 

(g) such other functions as are delegated to it by the Board. 

Specifically, with respect to the Company’s external audit function, the Audit Committee assists the Board in 

fulfilling its oversight responsibilities relating to: the quality and integrity of the Company’s financial statements; 

the independent auditors’ qualifications; and the performance of the Company’s independent auditors. 

MEMBERSHIP 

The Audit Committee shall consist of as many members as the Board shall determine but, in any event not fewer 

than three directors appointed by the Board. Each member of the Audit Committee shall continue to be a member 

until a successor is appointed, unless the member resigns, is removed or ceases to be a director of the Company. The 

Board may fill a vacancy that occurs in the Audit Committee at any time. 

Members of the Audit Committee shall be independent and selected based upon the following and in accordance 

with applicable laws, rules and regulations: 

(a) Financially Literate. Each member shall be financially literate or must become financially literate within a 

reasonable period of time after his or her appointment to the Audit Committee. For these purposes, an 

individual is financially literate if he or she has the ability to read and understand a set of financial 

statements that present a breadth and level of complexity of accounting issues that are generally 

comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the 

Company’s financial statements. 

CHAIR AND SECRETARY 

The Chair of the Audit Committee shall be designated by the Board. If the Chair is not present at a meeting of the 

Audit Committee, the members of the Audit Committee may designate an interim Chair for the meeting by majority 

vote of the members present. The Secretary of the Company shall be the Secretary of the Audit Committee, provided 

that if the Secretary is not present, the Chair of the meeting may appoint a secretary for the meeting with the consent 

of the Audit Committee members who are present. A member of the Audit Committee may be designated as the 

liaison member to report on the deliberations of the Audit Committees of affiliated companies (if applicable). 
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MEETINGS 

The Chair of the Audit Committee, in consultation with the Audit Committee members, shall determine the schedule 

and frequency of the Audit Committee meetings provided that the Audit Committee will meet at least four times in 

each fiscal year and at least once in every fiscal quarter with the management and external auditor. The Audit 

Committee shall have the authority to convene additional meetings as circumstances require. 

Notice of every meeting shall be given to the external and internal auditors of the Company, and meetings shall be 

convened whenever requested by the external auditors or any member of the Audit Committee in accordance with 

applicable law. The Audit Committee shall meet separately and periodically with management, legal counsel and the 

external auditors. The Audit Committee shall meet separately with the external auditors at every meeting of the 

Audit Committee at which external auditors are present. 

MEETING AGENDAS 

Agendas for meetings of the Audit Committee shall be developed by the Chair of the Audit Committee in 

consultation with the management and the corporate secretary, and shall be circulated to Audit Committee members 

as far in advance of each Audit Committee meeting as is reasonable. 

RESOURCES AND AUTHORITY 

The Audit Committee shall have the resources and the authority to discharge its responsibilities, including the 

authority, in its sole discretion, to engage, at the expense of the Company, outside consultants, independent legal 

counsel and other advisors and experts as it determines necessary to carry out its duties, without seeking approval of 

the Board or management. 

The Audit Committee shall have the authority to conduct any investigation necessary and appropriate to fulfilling its 

responsibilities, and has direct access to and the authority to communicate directly with the internal and external 

auditors, the counsel of the Company and other officers and employees of the Company. 

The members of the Audit Committee shall have the right for the purpose of performing their duties to inspect all 

the books and records of the Company and its subsidiaries and to discuss such accounts and records and any matters 

relating to the financial position, risk management and internal controls of the Company with the officers and 

external and internal auditors of the Company and its subsidiaries. Any member of the Audit Committee may 

require the external or internal auditors to attend any or every meeting of the Audit Committee. 

RESPONSIBILITIES 

The Company’s management is responsible for preparing the Company’s financial statements and the external 

auditors are responsible for auditing those financial statements. The Audit Committee is responsible for overseeing 

the conduct of those activities by the Company’s management and external auditors, and overseeing the activities of 

the internal auditors. 

The specific responsibilities of the Audit Committee shall include those listed below. The enumerated 

responsibilities are not meant to restrict the Audit Committee from examining any matters related to its purpose. 

1. Financial Reporting Process and Financial Statements 

The Audit Committee shall: 

(a) in consultation with the external auditors and the internal auditors, review the integrity of the Company’s 

financial reporting process, both internal and external, and any major issues as to the adequacy of the 

internal controls and any special audit steps adopted in light of material control deficiencies; 

(b) review all material transactions and material contracts entered into between (i) the Company or any 

subsidiary of the Company, and (ii) any subsidiary, director, officer, insider or related party of the 

Company, other than transactions in the ordinary course of business; 
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(c) review and discuss with management and the external auditors: (i) the preparation of the Company’s annual 

audited consolidated financial statements and its interim unaudited consolidated financial statements; (ii) 

whether the financial statements present fairly (in accordance with Canadian and United States generally 

accepted accounting principles) in all material respects the financial condition, results of operations and 

cash flows of the Company as of and for the periods presented; (iii) any matters required to be discussed 

with the external auditors according to Canadian and United States generally accepted auditing standards; 

(iv) an annual report by the external auditors describing: (A) all critical accounting policies and practices 

used by the Company; (B) all material alternative accounting treatments of financial information within 

generally accepted accounting principles that have been discussed with management of the Company, 

including the ramifications of the use of such alternative treatments and disclosures and the treatment 

preferred by the external auditors; and (C) other material written communications between the external 

auditors and management; 

(d) following completion of the annual audit, review with each of: (i) management; (ii) the external auditors; 

and (iii) the internal auditors, any significant issues, concerns or difficulties encountered during the course 

of the audit; 

(e) resolve disagreements between management and the external auditors regarding financial reporting; 

(f) review the interim quarterly and annual financial statements and annual and interim press releases prior to 

the release of earnings information; and 

(g) review and be satisfied that adequate procedures are in place for the review of the public disclosure of 

financial information by the Company extracted or derived from the Company’s financial statements, other 

than the disclosure referred to in (f), and periodically assess the adequacy of those procedures. 

2. External auditors 

The Audit Committee shall: 

(a) require the external auditors to report directly to the Audit Committee; 

(b) be directly responsible for the selection, nomination, compensation, retention, termination and oversight of 

the work of the Company’s external auditors engaged for the purpose of preparing or issuing an auditor’s 

report or performing other audit, review or attest services for the Company, and in such regard recommend 

to the Board the external auditors to be nominated for approval by the shareholders; 

(c) approve all audit engagements and must pre-approve the provision by the external auditors of all non-audit 

services, including fees and terms for all audit engagements and non-audit engagements, and in such regard 

the Audit Committee may establish the types of non-audit services the external auditors shall be prohibited 

from providing and shall establish the types of audit, audit related and non-audit services for which the 

Audit Committee will retain the external auditors. The Audit Committee may delegate to one or more of its 

members the authority to pre-approve non-audit services, provided that any such delegated pre-approval 

shall be exercised in accordance with the types of particular non-audit services authorized by the Audit 

Committee to be provided by the external auditor and the exercise of such delegated pre-approvals shall be 

presented to the full Audit Committee at its next scheduled meeting following such pre-approval; 

(d) review and approve the Company’s policies for the hiring of partners and employees and former partners 

and employees of the external auditors; 

(e) consider, assess and report to the Board with regard to the independence and performance of the external 

auditors; and 

(f) request and review the audit plan of the external auditors as well as a report by the external auditors to be 

submitted at least annually regarding: (i) the external auditing firm’s internal quality-control procedures; 

(ii) any material issues raised by the external auditor’s own most recent internal quality-control review or 

peer review of the auditing firm, or by any inquiry or investigation by governmental or professional 
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authorities within the preceding five years respecting one or more independent audits carried out by the 

external auditors, and any steps taken to deal with any such issues. 

3. Accounting Systems and Internal Controls 

The Audit Committee shall: 

(a) oversee management’s design and implementation of and reporting on internal controls. The Audit 

Committee shall also receive and review reports from management, the internal auditors and the external 

auditors on an annual basis with regard to the reliability and effective operation of the Company’s 

accounting system and internal controls; and 

(b) review annually the activities, organization and qualifications of the internal auditors and discuss with the 

external auditors the responsibilities, budget and staffing of the internal audit function. 

4. Legal and Regulatory Requirements 

The Audit Committee shall: 

(a) receive and review timely analysis by management of significant issues relating to public disclosure and 

reporting; 

(b) review, prior to finalization, periodic public disclosure documents containing financial information, 

including the Management’s Discussion and Analysis and Annual Information Form, if required; 

(c) prepare the report of the Audit Committee required to be included in the Company’s periodic filings; 

(d) review with the Company’s counsel legal compliance matters, significant litigation and other legal matters 

that could have a significant impact on the Company’s financial statements; and 

(e) assist the Board in the oversight of compliance with legal and regulatory requirements and review with 

legal counsel the adequacy and effectiveness of the Company’s procedures to ensure compliance with legal 

and regulatory responsibilities. 

5. Additional Responsibilities 

The Audit Committee shall: 

(a) discuss policies with the external auditor, internal auditor and management with respect to risk assessment 

and risk management; 

(b) establish procedures and policies for the following 

(i) the receipt, retention, treatment and resolution of complaints received by the Company regarding 

accounting, internal accounting controls or auditing matters; and 

(ii) the confidential, anonymous submission by directors or employees of the Company of concerns 

regarding questionable accounting or auditing matters or any potential violations of legal or 

regulatory provisions; 

(c) prepare and review with the Board an annual performance evaluation of the Audit Committee; 

(d) report regularly to the Board, including with regard to matters such as the quality or integrity of the 

Company’s financial statements, compliance with legal or regulatory requirements, the performance of the 

internal audit function, and the performance and independence of the external auditors; and 

(e) review and reassess the adequacy of the Audit Committee’s Charter on an annual basis. 

6. Limitation on the Oversight Role of the Audit Committee 
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Nothing in this Charter is intended, or may be construed, to impose on any member of the Audit Committee a 

standard of care or diligence that is in any way more onerous or extensive than the standard to which all members of 

the Board are subject. 

Each member of the Audit Committee shall be entitled, to the fullest extent permitted by law, to rely on the integrity 

of those persons and organizations within and outside the Company from whom he or she receives financial and 

other information, and the accuracy of the information provided to the Company by such persons or organizations. 

While the Audit Committee has the responsibilities and powers set forth in this Charter, it is not the duty of the 

Audit Committee to plan or conduct audits or to determine that the Company’s financial statements and disclosures 

are complete and accurate and in accordance with generally accepted accounting principles in Canada and the 

United States and applicable rules and regulations. These are the responsibility of management and the external 

auditors. 
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