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The leading global platform for nicheestablished medicines
Corporate Presentation – June 2019

Important Notices
Notice Regarding Forward-Looking Information
Some statements and information contained in this presentation are forward‐looking statements or forward-looking information within the meaning of applicable Canadian securities laws
(collectively, “forward-looking statements”). Investors are cautioned that forward-looking statements are inherently uncertain and involve risks and uncertainties that could cause actual
results to differ materially. Such statements include comments regarding ADVANZ PHARMA and its business, which may include, but are not limited to, statements with respect to: the
ability of ADVANZ PHARMA to execute its strategic pathway to growth underpinned by product pipeline and M&A opportunities, and the ability to acquire and profitably exploit any of
such products and M&A opportunities; the company’s ability to drive value that is not dependant on price optimization; ADVANZ PHARMA’s optimization of products via life cycle
management; ADVANZ PHARMA’s ability to expand its product portfolio to deliver mid term value and long term growth, through pipeline, optimization and partnerships; ADVANZ
PHARMA’s ability to deliver a lean and fully leveraged operating model in all areas; ADVANZ PHARMA’s effective utilization of its advanced commercial platforms in the UK, Ireland and
the Nordics; ADVANZ PHARMA’s ability to seek and secure both legacy brands and niche generics on a global scale, while acquiring advanced commercial capabilities in Western
Europe to deliver short term growth and mid term value; the re-energizing of the company through strengthened strategic clarity, culture, brand and leadership; the company’s ability to
leverage existing market presence to extract value from the licensing opportunities; the identification of pipeline projects through market knowledge, distributor relationship and market
data analysis; the leveraging of market knowledge and insights to identify attractive market opportunities to launch generic version of well-established brands in niche areas; ADVANZ
PHARMA’s ability to leverage external partners for product development; the launch of new formulation, dosage forms or strengths of existing products; leveraging the established brand
and track record of safety of ADVANZ PHARMA; the company’s ability to identify unmet market needs through continuous dialogue with pharmacies, physicians or hospitals; realization by
ADVANZ PHARMA of any or all of the 30 active M&A opportunities; ADVANZ PHARMA’s ability to sign 20 new pipeline contracts by the end of the year; the optimization of the company’s
operational cost base and elimination of the duplication at the executive level; the company’s ability to complete the implementation of corporate cost optimization plan and achieve
annual cost savings in the amounts anticipated; ADVANZ PHARMA becoming the leading platform for niche established medicines with advanced commercial capabilities throughout
Western Europe; implementation of the P.L.A.N. strategy including expanding the product portfolio, delivering a leveraged operating model, seeking and securing acquisition
opportunities and re-energizing the company, ADVANZ PHARMA’s long-term growth strategy, expectations for YoY decline, potential for growth through targeted promotion, highly
scalable business with strong operating leverage; ADVANZ PHARMA’s outlook for 2019; and the ability of ADVANZ PHARMA to execute and deliver on business plans and growth
strategies. Often, but not always, forward‐looking statements and forward‐looking information can be identified by the use of words such as “plans”, “is expected”, “expects”,
“scheduled”, “intends”, “contemplates”, “anticipates”, “believes”, “proposes” or variations (including negative and grammatical variations) of such words and phrases, or state that
certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. Such statements are based on the current expectations of ADVANZ PHARMA’s
management, and are based on assumptions and subject to risks and uncertainties. Although ADVANZ PHARMA’s management believes that the assumptions underlying these
statements are reasonable, they may prove to be incorrect. The forward‐looking events and circumstances discussed in this presentation may not occur by certain dates or at all and
could differ materially as a result of known and unknown risk factors and uncertainties affecting ADVANZ PHARMA. There can be no assurance that future developments affecting
ADVANZ PHARMA will be those anticipated by management. The forecasts contained in this presentation constitute management's current estimates, as of the date of this presentation,
with respect to the matters covered thereby. ADVANZ PHARMA expects that these estimates will change as new information is received and that actual results will vary from these
estimates, possibly by material amounts. While ADVANZ PHARMA may elect to update these estimates at any time, the company does not undertake to update any estimate at any
particular time or in response to any particular event. Investors and others should not assume that any forecasts in this presentation represent management's estimate as of any date other
than the date of this presentation.
Notice Regarding Non-IFRS Measures
Certain financial data included in this presentation, such as Adjusted EBITDA, Adjusted Gross Profit, LTM Revenue, LTM Adjusted EBITDA, Cash Conversion %, Net Leverage, Free Cash Flow,
are “non-IFRS measures”. These measures have been defined in this presentation, or in ADVANZ PHARMA’s most recent management’s discussion and analysis, filed on sedar.com. These
non IFRS measures are not recognized measures under IFRS and do not have a standardized meaning prescribed by IFRS and are therefore unlikely to be comparable to similar measures
presented by other companies. These measures are provided as additional information to complement IFRS measures by providing further understanding of the Company’s results of
operations from management’s perspective. Accordingly, they should not be considered in isolation nor as a substitute to the Company’s financial information reported under IFRS.
Management uses non-IFRS measures to provide supplemental information regarding the Company’s operating performance and thus highlight trends in the Company’s core business
that may not otherwise be apparent when relying solely on IFRS measures.
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Today’s Presenters

CEO
Graeme Duncan

CFO
Adeel Ahmad

•

Appointed as CEO in July 2018

•

Appointed as CFO in July 2018

•

Joined in October 2014 as UK General
Manager and Global Marketing Director of
AMCo

•

Joined in October 2013 as Vice President
Finance and Controller of Concordia
International Corp.

•

More than 20 years of healthcare and life
sciences experience including senior
commercial, strategy and general
management roles

•

More than 20 years of experience in financial
executive roles in several industries including
pharmaceuticals and distribution
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Introduction to ADVANZ
PHARMA

ADVANZ PHARMA at a Glance
2018 Revenue Breakdown

Overview

• A leading global platform for niche-established medicines
• Highly diverse product portfolio
• 190+ legacy brands and niche generic medications
across 900+ individual SKUs

14
Molecules

• Attractive therapeutic areas including

127
Molecules

• Global reach through a network of partners in 90+ countries
• An industry leading lean and cost effective operating
model

Neurology
15%

N-A
25%

endocrinology, ophthalmology, urology and CNS
(Central Nervous System)

Endocrinology
12%

UK
49%
RoW
26%

91 Countries
109 Molecules

By Molecule

By Therapeutic
area

By Geography

Urology
12%

Other
44%

Anti
CardiovascularInfectives
9%
8%

10.7%
Macrobid/ Macrodantin
7.1%
Zonegran
5.2%
Donnatal
4.7%
Eltroxin
4.7%
Fucithalmic
4.4%
4.3% Plaquenil
Zapain

• Operational HQ in London with regional hubs in
Europe, Australia and U.S.

• Unique India Centre of Excellence
• Highly scalable platform ready for product layering
• Highly cash generative business
• Clear growth strategy underpinned by product pipeline
and M&A opportunities

• Experienced management team with proven track record
in the industry

• Majority owned by GSO Capital (part of the Blackstone
Group), Bybrook and Solus

Key Financials (US$m)
LTM Revenue(1)
LTM Adj.

EBITDA(1)

As of Mar-19
520
243

Adj. EBITDA Margin (%)(2)

47%

Cash Conversion (%)(3)

99%

Balance(4)

249

Cash
Net

Debt(5)

Net Leverage (x)(6)

1,090
4.5x

Our goal is to further cement our leading platform for niche-established medicines, whilst expanding our
advanced commercial capabilities in Western Europe
(1)
(2)

LTM Revenue and Adjusted EBITDA as reported (i.e does not include the full year impact of
(3)
Salagen®/Panretin® acquisitions (US$11m of revenue and US$7m of EBITDA) and full year impact of cost (4)
optimization initiatives)
(5)
Adj. EBITDA as percentage of revenue
(6)

(Adj. EBITDA – Capex) / Adj. EBITDA
Cash and cash equivalents
Gross Debt – Cash and cash equivalents
Net Debt / LTM Adj. EBITDA
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2018 Recapitalization – A Transformatory
Transaction…
Transaction Overview

7.1x

In September 2018, ADVANZ PHARMA successfully completed
the recapitalization of its balance sheet

•

New management team focused on implementing a new
strategic and operational plan to drive growth

Solus
18%

GSO
36%

Bybrook
18%

• New industry experienced Board members appointed
Net Debt (US$m)(4)

Net Leverage (US$m)(4)

3,391

Pre-recap

Annual Interest Expense (US$m)(4)(6)
272

11.8x
(2,242)

(7.2)x

1,148

1,090

Post-recap

Mar-19

Pre-recap

Cheplapharm

US$586m of equity raised with three financially strong anchor
investors willing to further support the growth strategy

c.5x(3)

Recordati

•

Other
28%

Stada

The transaction resulted in a significant reduction in net debt,
leverage and interest expense

5.7x

4.5x

Zentiva

•

6.0x

ADVANZ
PHARMA

•

Peers Leverage Stats(2)

New Shareholding Structure(1)

(165)

4.6x(5)

4.5x

Post-recap

Mar-19

Source: Company filings and publicly available information
(1) As of June 3, 2019
(4)
(2) Latest available net leverage (Gross Debt – Cash and cash equivalents) / LTM EBITDA
(5)
(3) LTM December 2018 EBITDA based on company website. According to Bloomberg article dated June (6)
10, 2019, current refinancing transaction results in pro forma run rate leverage of 3.7x (based on

Pre-recap

107

107

Post-recap

Mar-19

structuring EBITDA and run rate for the recent acquisitions)
Pre-recap refers to LTM as of Jun-18
Based on US$250m FY2018 expected EBITDA at the time of the transaction
Last quarter of interest and accretion expense annualized
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…Repositions Us for Potential Long-Term Growth
Pre-Recapitalization
1

Leverage

In October 2015, acquired AMCo for US$3.5bn (13.7x LTM EV /
Adj. EBITDA), weaker equity market conditions impacted
ability to raise equity resulting in net leverage of 11.9x

Current leverage(1) of 4.5x net debt / LTM adj. EBITDA

No ability to pursue M&A due to financial constraints

Renewed focus on M&A with ample access to funding
sources incl. significant cash balance, high cash
generation and supportive shareholder group

Limited focus on pipeline development and no near-term
product launches

Strategic focus on building product pipeline and highly
visible near-term launches

Specific products with strong geographic concentration
experiencing competitive pressure
• Donnatal(2) was 7.1%(3) of revenue, all in the US
• Liothyronine(2) was 6.3%(3) of revenue, primarily in the UK

Diversified portfolio with limited product concentration
and matured competitive environment for key products
• Donnatal and Liothyronine contribute 4.5%(1) and
2.7%(1) respectively to the group revenue

Price optimization was a growth driver

A clear strategic pathway to drive value not focused on
price optimization

Highly fragmented investor base

Supportive and financially strong anchor shareholders

2

M&A

Today

3

Product
Pipeline
4

Product
Concentration
5

Growth
Strategy
6

Ownership
(1)
(2)
(3)

LTM as of Mar-19
Donnatal and Liothyronine were historically two of the largest contributors to revenue
FY2017
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Low Risk Business Model Focused on Wellestablished, Off-patent Originator Brands
On-Patent
Pharmaceutical Product Life Cycle
Total
Revenue
Patent
expiry

Volume increase through
sales and marketing

Off-Patent

Generics enter market

Competition
ADVANZ PHARMA FOCUS AREA

Price
Stable pricing and revenue
decrease
in long post-patent expiry
products

Launch
Time

Attractive Product Portfolio

•
•
•
•
•
•

Well-established medications
Niche products, generally outside the focus of large
generic companies
Established prescription history
Strong patient and prescriber loyalty
Proven safety profile
Limited risk from new innovation

Business Model Focused on Key Value Added Steps

•

Identification of product acquisition opportunities

•

Transfer to contract manufacturing organization

•

Integration into distribution network

•

Optimization via life cycle management
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Implementing P.L.A.N. – Growth and Operational
Initiatives
Product Expansion
We intend to expand our product
portfolio to deliver mid-term value and
long-term growth, through pipeline,
optimization and partnerships

•

•

People, commercial, geography.
We will deliver a lean and fully
leveraged operating model in ALL
areas
Effective utilization of our
advanced commercial platforms
in the UK, Ireland and the Nordics

Acquire & Integrate

New Start/Vision

•

•

We will seek and secure both legacy
brands and niche generics on a
global scale, whilst acquiring
advanced commercial capabilities in
Western Europe to deliver short-term
growth and mid-term value

We will re-energize the Company
through strengthened strategic
clarity, culture, brand and
leadership

OPERATIONAL IMPERATIVES

STRATEGIC GUIDING POLICY

•

Leverage Global
Capability

Focused on creating long-term value by building advanced commercial capabilities in Western Europe,
adding established products to our platform and developing an attractive pipeline
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Four Growth Pillars Underpin Strategy
1

2

Disciplined and Focused M&A Strategy

• Refocus on M&A opportunities

Licensing Opportunities

• Licensing and distribution deals in single
or multiple territories

•

Disciplined approach with well-defined
criteria and review process

•

•

Active pipeline of product as well as
company acquisitions

Leverage existing market presence to
extract value from the licensing
opportunities

•

Identify pipeline projects through market
knowledge, distributor relationships and
market data analysis

•

Completed 6 licensing deals in 2018;
targeting and on track for ~20 new deals
this year

•

4

Recent example: Acquired Salagen® and
Panretin® from Eisai in March 2019

Development of Niche Generics

•

Leverage market intelligence to identify
attractive opportunities for generic
versions of well-established brands in
niche areas

•

Leverage external partners for product
development

•

Recent example: Licensed a Lanreotide
long-acting injectable (complex
development), expected to be one of
the 1st ‘branded generics’ in its target
markets

Promising
Pipeline of New
Launches
+
Active M&A
Pipeline

3

Line Extensions

•

Launch of new formulation, dosage forms
or strengths of existing products

•

Leverage the established brands and
track record of safety

•

Identify unmet market needs through
continuous dialogue with pharmacies,
physicians or hospitals

•

Recent example: Launched new dosage
strength of Lorazepam tablets in the UK,
matching patients needs (first to market)
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Case Study: Recent Product Acquisition
Transaction Background

•

On March 31, 2019, ADVANZ PHARMA acquired the
international rights to Salagen® tablets (pilocarpine
hydrochloride) (excluding Japan rights) and Panretin®
(alitretinoin) gel 0.1% from Eisai Inc.

•

Cash consideration of US$30m and US$3.3m for inventories
and related prepayments

•

Products are a strategic and commercial fit with the existing
global infrastructure, and reinforce commitment to the new
strategy

Key Takeaways
✓ First acquisition since 2016 – validates strategic re-focus and
ability to execute on plan
✓ Further establishes ADVANZ PHARMA as an attractive,
credible buyer
✓ Ability to execute rapidly and with discipline in a
competitive process
✓ Attractive acquisition EBITDA multiple of 4.5x
✓ Demonstrates credibility and access to future large cap
pharma sellers

Products Overview

Salagen®
• Indications include treatment of

symptoms of dry mouth from salivary
gland hypofunction caused by
radiotherapy, for cancer of the head
and neck

• Treatment of symptoms of dry mouth in
patients with Sjogren’s Syndrome

Panretin®
• Indications include the topical

treatment of cutaneous lesions in
patients with AIDS-related
Kaposi’s sarcoma

ADVANZ PHARMA is positioned to successfully execute value accretive acquisitions
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Case Study: Proven Development Capabilities for
Complex Niche Generics
Key Highlights

•

•
•

•

CAGR
15-18

ADVANZ PHARMA has recently developed a differentiated
version of a Somatostatin Analogue (long-acting injectable)
for acromegaly and gastroenteropancreatic neuroendocrine
tumours (NET)

$1,262

$1,301

$1,361

+5%

$314

$371

$422

$482

+15%

$872

$891

$879

$879

+0%

2015

2016
Octreotide

$1,187

Submitted for registration in 23 countries within Europe
ADVANZ PHARMA is expected to be one of the first to launch
the somatostatin generic in Europe and RoW

Market Insights

•

Total Market Opportunity excl. U.S. (US$m)(1)

Screen for attractive
market opportunities
within well-established
niche therapeutic
segments
Opportunity to be one of
first-to-launch

Development Capabilities

•

Leverage external
experienced partners for
product development

•

Able to develop and
manufacture complex
formulations with high
barriers to entry

2017
Lanreotide

Regulatory Expertise

•

Highly experienced
technical team across
scientific affairs,
regulatory, medical,
quality and QMS

2018

Global Footprint

•

Global distribution
capability positions
ADVANZ PHARMA well to
maximize launch and
establish market shares in
targeted geographies

In-house skillset supplemented by highly capable development partners positions ADVANZ PHARMA as a
strong platform for new generic launches
(1)

IQVIA 2015 – 2018 constant currency sales data
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Company Highlights

Key Company Highlights
1

Highly diversified
portfolio of nicheestablished
medications

2

5

Global product portfolio marketed across 90+ countries
Advanced commercial capabilities in Western Europe
Global network and distributor relationships provides key competitive advantage

Global scale
and reach

3
4

Attractive portfolio of off-patent mature brands and niche / specialty generics
Decades of prescription history and safety profile resulting in strong patient and prescriber loyalty
Highly diversified portfolio of 190+ molecules and 900+ SKUs

Scalable and
cost effective
operating
model

Experienced
management
team

Highly Attractive
Financial Profile

Cost effective, asset light operating model focused on critical parts of the value chain
Unique operational set up in the form of India Centre of Excellence
Highly scalable platform ready for product layering

New management team with significant industry experience
Proven operational and M&A track record

Attractive EBITDA profile
Highly cash-generative business
Limited capex requirements
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Highly Diversified Portfolio of Niche-Established
Medications

1
Top 15 Molecules / Brands

Year of
Launch

No. of SKUs

No. of countries

2018 Revenue
Contribution (%)

Macrobid / Macrodantin

1953

Urinary tract infections

21

11 – 20

10.7%

Zonegran

1989

Epilepsy

2

1–5

7.1%

Donnatal

1940

Irritable bowel syndrome

5

1–5

5.2%

Eltroxin

1962

Hypothyroidism

17

11 – 20

4.7%

Fucithalmic

1927

Bacterial eye infections

48

20+

4.7%

Plaquenil

1955

Malaria, SLE, rheumatic disorders

5

1–5

4.4%

Zapain

1950s

Pain & inflammation

6

1–5

4.3%

Liothyronine

1956

Hypothyroidism

6

5 – 10

NeoMercazole

1986

Hyperthyroidism

20

20+

Dyrenium

1964

Edema and Hypertension

2

1–5

Total of c.19%

Valoid / Nausicalm

1984

Nausea and Vomiting

6

1–5

Ibuprofen

1969

Local musculosketal pain

19

1–5

Pantomicina / Abboticin

1952

Pain & inflammation

68

20+

Photofrin

1993

Esophageal cancer, Barrett's Esophagus and
non-small cell lung cancer

No products
with more than
3% of
contribution

1

1–5

Pregaday

1970

Iron deficiency

4

1–5

Indications

Competitive
Position

60%

Total Top 15 Molecules

Well-established
medications

0-2 competitors

Decades of prescription
history and therapeutic
benefits

Highly diversified portfolio

190+ molecules
900+ SKUs

>2 competitors
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Global Product Portfolio Marketed Across 90+
Countries

2

UK

RoW

•
•

109 molecules sold in 91 markets

commercial capabilities and market
insights

•

Predominantly branded markets
with strong brand loyalty

•

Targeted promotion activities to key
decision makers

•

Longstanding relationships with
local partners in over 90 countries

•

Well-positioned to drive growth
through pipeline and M&A

•

Broad global footprint allows us to
be partner of choice for global
product divestitures

•

127 molecules sold to pharmacies
and hospitals

• Leading player with strong
Key
Characteristics

North America

FY18 Revenue
share (%)
/
FY18 Revenue
breakdown
by molecules

Global product portfolio

UK
49%

Highly cash-generative business
relying on 14 brands and 6
authorized generics

•

Limited promotion activity required

Highly diversified business with
predictable cash flow generation

North America
25%

16%

18%

9%
6%

29%

7%

9%

5%

•

7%
RoW
26%

Commercial capabilities
in Western Europe

6%
6%

Strong brand equity in
multiple markets

8%
10%
18%

21%

Highly profitable and
cash-generative portfolio
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Our Global Footprint Positions Us as Partner of
Choice for Product Opportunities

2
•
•
•

Global network of partners in over 90+ countries
Commercial footprint through direct presence in 7 countries
Area managers in 8 countries and distributor relationships in other markets
2018 Revenue by Geography

Geographic Presence

UK

25%
49%
26%

RoW
N-A

Global Presence

•
•

•

Direct presence in the UK, Ireland,
Nordics, U.S. and Australia
Area managers in key markets –
Southern Europe, France, DACH
and CEE
Strong distributor relationships in
several other markets
Key Distributors
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3

Asset-Light Business Model Focused on Critical
Parts of the Value Chain
Managed
by Inlicensing
CMO
partners

Key Points

•

Core focus on key
value-added steps:

Low risk
development
outsourced to
third-party CROs

✓ Identification of

product acquisition
opportunities

Internal
capabilities in
UK and Ireland
supplemented
by partners in
other
international
markets

Fullyoutsourced to
third-party
CMOs

Outsourced to
third-party box
distributors / sales
& marketing
partners in certain
markets

External

✓ Transfer to CMO
✓ Integration into

Outsource

distribution network

✓ Optimization via life

Product
Sourcing

cycle management

Product
Development

Regulatory

Manufacturing

Business
Operations

Sales and
Marketing

Distribution

✓ Low risk product
development

Internal

•

Direct
relationship
with several
API
providers

•

Market
analysis,
identification
of
opportunities

•
•
•

Regulatory
Quality
Compliance

•

Supply Chain

•
•
•

Finance
IT
HR

•
•

•
•

Direct sales presence
Marketing run by country
manager supported by thirdparty distributors
Commercial support functions
Customer service

India Centre of Excellence
Note: CMO stands for Contract Manufacturing Organization; CRO stands for Contract Research Organization; API stands for Active Pharmaceutical Ingredient

Critical parts of the value chain
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Manufacturing Outsourced and Managed Through
a Strong Network of High Quality CMOs

3
Key Points

•

70 active CMOs

•

Focus on European CMOs for
RoW markets

•

North American sites for NA
market

•

7 of the top 10 EU CMOs work
with ADVANZ PHARMA

•

Partnership approach with the
CMOs

Wide Network of High Quality Sites

Unique network of best-in-class CMOs across the world ensuring high quality, local presence, supply
reliability and continuity
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Unique India Centre of Excellence Providing Key
Competitive Advantage

3
Key Points

•

•

•

•

•

India Centre of Excellence
combines essential back
office support with front end
capabilities for major
markets
Experienced team of 104
people across quality,
regulatory and medical
functions based in India
Commercial presence in the
UK and other selected
markets managed by 104
commercial employees
Delivering a highly scalable
and cost efficient platform
ready for product layering
56% of the employees
represents only 13% of the
personnel costs

Employee
locations

Commercial

Corporate
development

Supply chain
management

Scientific affairs

Support and
management

Total (Mar-19)

23

1

15

104

103

246

22

8

3

32

36

101

Others

59

0

10

1

22

92

Total

104

9

28

137

161

439

Employee Breakdown

Employee Costs Breakdown
13%
India-located
employees contribute
5% of the total cost base

44%

56%
87%
India based employees

India based employee costs

Other employees

Other employee costs
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Highly Experienced Executive Management Team
New management team with significant industry experience
Graeme Duncan
Chief Executive Officer
20+ years of experience

Adeel Ahmad

Rob Sully

Karl Belk

Guy Clark

Paul Burden

Simon Tucker

Glenn Kutschera

Chief Financial Officer

General Counsel

Chief Operations
Officer

Chief Corporate
Development Officer

President of UK & Ireland and
Corporate Communications

President International

General Manager
Pinnacle Biologics

20+ years of
experience

20+ years of
experience

30+ years of
experience

25+ years of
experience

20+ years of
experience

20+ years of
experience

20+ years of
experience

New board with significant experience and industry relationship
Randall Benson

Florian Hager

Robert Manzo

Barry Fishman

Frances Cloud

Maurice Chagnaud

Elmar Schnee

Non-Executive Chairman of
the Board

Director

Director

Director

Director

Director

Senior Advisor

`

•

Strong experience in capital markets and M&A

•

Long-standing industry experience enabling strong understanding of the market
environment and close access to C-level managers in several Big Pharma companies
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Industry-leading Profitability and Cash Flow Profile
FY18 EBITDA Margin (%)

57%
47%

(1)

39%

Advanz

Chep

Karo

37%

Recordati

31%

30%

Riemser

Orion

26%

24%

23%

Alliance

Dermapharm

Stada

na

na

Chep

Riemser

FY18 Cash Conversion (%)(2)
98% (1)

Advanz

97%

Karo

91%

Alliance

83%

Recordati

83%

Stada

82%

Dermapharm

77%

Orion

Source: Company filings, Debtwire and publicly available information
(1) Based on adjusted EBITDA as reported
(2) (EBITDA – Capex) / EBITDA
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Industry Positioning

We Believe we are Well-Positioned to Benefit from
the M&A Momentum in the Mature Brands Sector…
Strong pipeline of attractive product M&A as big pharma look to divest off-patent originator brands to focus on top-line growth
and their core innovation business
“We continue to streamline our portfolio, allowing AstraZeneca to allocate resources more effectively(…)”
AstraZeneca CEO, Nov-18
“(…) the time is right for Novartis to divest a non-core asset (…) to allocate capital to grow
our core businesses, drive shareholder returns, and execute value creating bolt-on
acquisitions (…)”
Novartis CEO, Mar-18

(Nizoral)
(Synagis)
(Sandoz portfolio and
generics)

“Takeda seeks to divest $10bn of assets after £46bn Shire deal”
Forbes, 7 January 2019

(Seroquel)

(pedriatic porfolio)

(Zonegran)

(Fucithalmic)

(Klosterfau)
(6 products)
(3 products)

2011

(Avloclor and Savarine)

2012

Lachlan
Pharma
(Ulesfia)

(Ophthalmic portfolio)

(IRENAT)

(Reisegold)

(Non-U.S. Developed
Markets)

(Rohypnol)

2013

(Donnatal)

(3 products)

(Portfolio in India)

(Vamousse)

(Entocort)
(Streptosil)

(UCB Package)
(Aldactone)
(18 products)

(4 products)
(Non-aesthetics
business)
(Dermatology business)
(Xenical & Anexate)

(Ametop)
(Seloken & Logimax)
(Calcivit)
(Vesanoid Japan &
Dilatrend)

2014
2015
2016
2017
Divestiture of off-patent mature brands

(Portfolio in the Nordics)
(Atacand)
(5 products)
(Visudyne)
(4 products)

(Salagen®, Panretin ®)
Sunstar
Suisse
(GelX)
(Indocin)

?
(Assets in WE and EM)

2018

(Sylvant)

2019

Note: Excludes Company acquisitions by ADVANZ PHARMA
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…as we have Significantly Revitalized our M&A
Capabilities
5

4
3
2

Integration
Capabilities

1
Rebuilt M&A function

•

•

•

New senior-level
appointments include
Chief Corporate
Development Officer
and Head of Business
Development and
Licensing
In-house M&A team
with strong
experience in
origination and
execution of M&A
and licensing
opportunities in the
Pharma sector

•

Highly experienced
technical team
across scientific
affairs, regulatory,
medical, quality and
QMS with proven
ability to successfully
integrate new
products
Significant investment
made recently to
further strengthen
integration and
project delivery
capabilities

Highly disciplined and welldefined review process

Access to key
decision makers

•

Years of experience
and expertise in the
pharmaceutical
sector

•

Longstanding
relationship with
product divestment
teams at large cap
pharma companies

•

Set up M&A subcommittee with
Frances Cloud,
Maurice Chagnaud
and Elmar Schnee
providing insight,
networks and
experience with large
cap pharma
companies

Well-defined screening criteria

•
•
•
•

Product fit – niche and
established medications
Geographic fit – sales in
ADVANZ PHARMA focus markets
Financial assessment including
size, predictability of the cash
flows, profitability
Reputation – product stability,
prescription history and patient
safety profile

Highly disciplined approach to
M&A

•
•
•
•

Due diligence by functional
experts
Review of DD findings by the
business development team
Preparation of business case
Review by the Board’s M&A subcommittee

Strong M&A war
chest

•

Balance sheet cash
available to deploy

•

Strong cash flow
generation provides
future firepower

•

Financially strong
core shareholders

Enhanced capabilities to deliver growth
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We are a Partner of Choice for M&A and Licensing
Opportunities
Key focus areas when choosing
the right partner
1

Geographic reach, commercial
capabilities and distribution
relationships

2
Tech transfer and product
management capabilities

Meeting the criteria of a strong M&A or in-licensing partner

✓ The largest pure-play provider of established branded off-patent medications
✓ Well-positioned for M&A and in-licensing, supported by strong commercial
capabilities

✓ Track record of successfully transferring and managing over 190 products
✓ Highly experienced technical teams across scientific affairs, regulatory, medical,
quality and QMS

3
Financial stability

4
Prior experience with the product
divestiture partner
5
Strong established industry
relationships and reputation

✓ Strong financial position in the form of balance sheet cash, strong cash flow
generation and financially strong core shareholders

✓ Successfully acquired products from global companies

✓ Highly experienced management and expanded corporate development team
✓ Board members with senior level access at large-cap pharma companies
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We are The Leading Global Platform for NicheEstablished Medicines
Company

Scale (Revenue)

Global Reach

Shareholder base

Investment in pipeline

US$520m

Majority owned by three anchor
investors – GSO (part of the Blackstone
Group), Bybrook and Solus

✔

€292m

Family owned

£124m

Diversified institutional investors

✔

£108m

Family owned

✔

Not available

Family owned

SEK 1,615m
(US$172m)

Majority owned by EQT

✔

€131m

Ardian

✔

ADVANZ PHARMA has a unique operating model with its highly differentiated India Centre of Excellence
Source: Company filings, Debtwire and publicly available information
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Historical Financials and
Current Trading

Revenue Bridge By Product
11. Donnatal

−

Pressure from two competitive products on Donnatal® tablets and the launch of two non-FDA approved competitive products to Donnatal® Elixir resulted in lower
product volumes and revenue during the period. The product now contributes 4.5% to the LTM Q1’19 Group revenue
Liothyronine
2017 revenue decline driven by the entry of new competitors. Market share and sales are now stabilizing. The product now contributes 2.7% to the LTM Q1’19 Group
revenue
Rest of portfolio
Rest of the portfolio has further stabilized

22.

−

33.

−

•

44% of the total decline in Revenue between LTM Q1’19 and 2017 driven by Donnatal and Liothyronine

Revenue by Product (US$m)
4.5% 2.7%
4.5%
2.6%
1.5%

7.1% 6.3%
4.5%
3.1%
2.1%
77.1%

626

(16)

13
19

84.2%

(24)
(3)

28

(4)

(4)

(39)
537
9
16
25
16
28

39
44

483

(5)

(2)

(2)

(2)

(1)

(5)

443
2017A

Donnatal

Liothyronine Levothyroxine Carbimazole Lanoxin (incl.
AG)

1

Donnatal

2

Rest of
Portfolio

Liothyronine

2018A
Levothyroxine

520
8
14
23
14
24
438

Donnatal

Liothyronine Levothyroxine Carbimazole Lanoxin (incl.
AG)

Carbimazole

Lanoxin (incl. AG)

3

Rest of
Portfolio

LTM Q1 19A

Rest of Portfolio
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Highly Cash Generative Financial Profile
Key Points
•

Highly cash generative business
with strong cash conversion

•

Operational improvement
initiatives implemented aimed at
rationalizing the operating cost
base and eliminating duplicative
functions between Canada and
the UK

•

Gross margin and EBITDA margin
stabilized at FY18A levels

•

Minimal capex requirements

US$m

2017A

2018A

LTM Q1’19A

626.2

537.0
(14.2%)
403.7
(13.3%)
133.3
(17.1%)

520.4
(3.1%)
389.8
(3.4%)
130.6
(2.1%)

435.8(1)
69.6%

361.1
67.2%

351.1
67.5%

Corporate OpEx
Other OpEx
Total OpEx

20.7
99.8
120.4

11.1
99.7
110.8

10.5
97.3
107.7

Adj. EBITDA(1)
% Margin

315.4
50.4%

250.3
46.6%

243.4
46.8%

42.4
(2.5)

21.3
(4.1)

8.6
(3.2)

FCF(3)

355.4

267.5

248.8

Cash Taxes

(18.2)

(18.7)

(17.0)

Cash Available for Debt Service and
Exceptional Costs

337.2

248.7

231.8

3,688.4
327.0
3,361.4

1,349.2
224.4
1,124.7

1,338.9
248.6
1,090.3

4.5x

4.5x

Total Revenue(1)
% Growth
o/w UK & RoW
%Growth
o/w North America
%Growth
Adjusted Gross profit(2)
% Margin

Delta WC
Capex

Gross Debt
Cash and Cash Equivalents
Net Debt
Net Leverage
(1)
(2)
(3)

465.4
160.8

LTM Revenue and Adjusted EBITDA as reported (i.e does not include the full year impact of Salagen®/Panretin® acquisitions (US$11m of revenue and US$7m of EBITDA) and full year impact of cost optimization
initiatives)
2017 includes US$0.3m deferred value adjustment to acquired inventory
FCF defined as Adj. EBITDA – Capex – ∆ Working Capital.
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Current Trading – Q1 2019
Revenue (US$m)

Key Points
•

152

Relatively consistent financial

performance over the last four

39

quarters

•

113

Gross profit and Adjusted EBITDA

139

128

33

36

107

92

Gross Profit (US$m) and Margin (%)

136

118

37

25

99

92

margins have remained relatively
stable over the last four quarters
despite a challenging

Q1-2018

Q2-2018

Q3-2018

UK & RoW

competitive environment,

Q4-2018

Q1-2019

68%

66%
101

95

30

27

71

69

Q1-2018

North America

68%

87

Q2-2018

UK & RoW

67%

66%

91

78

29

21

58

57

Q3-2018

Q4-2018

29
63
Q1-2019

North America

190

80%

70%

140

60%
50%

90

40%

30%
40

20%

10%

-10

0%

Margin

particularly in the UK and US

•

Adj. EBITDA (US$m) and Margin (%)

First quarter 2019 financial

FCF(1) (US$m) and Cash Conversion (%)

performance was marginally
higher than management’s
expectations

47%
72

Q1-2018

48%

67

Q2-2018

46%

(1)

45%

59

53

Q3-2018

Q4-2018

Adjusted EBITDA

48%
65

Q1-2019

Margin

100%
72

Q1-2018

111%

115%

101%
82%

74

Q2-2018
FCF

68

Q3-2018

53

53

Q4-2018

Q1-2019

Cash Conversion

FCF defined as Adj. EBITDA – Capex – ∆ Working Capital.
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Near-term Management Focus

Acquisition
Opportunities

•

Recent acquisition of Salagen® and Panretin® validates strategic re-focus and ability to execute on
value accretive M&A. Management is highly focused on integrating the two products

•

Continue to review additional product and platform acquisition opportunities – a total of 30 acquisition
opportunities have been evaluated or are in the process of evaluation YTD, with an additional 12
opportunities currently on the radar screen

•

Continue to bolster the product pipeline – 6 licensing deals signed in 2018 and launched new dosage
strength of Lorazepam in the UK

•

Strong focus on achieving the target of signing 20 new pipeline contracts by the end of the year

•

Further optimize the operational cost base

•

Complete the implementation of corporate cost optimization plan and achieve annual cost savings of
US$10m (compared to FY17 cost base)

Product Pipeline

Operational
Optimization
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