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Forward Looking Statements; Non-GAAP Financial Measures  

This presentation contains forward looking statements within the meaning of the Private Securities Litigation Reform Act of 
1995 and Canadian securities legislation. Statements including words such as “believes,” “expects,” “anticipates,” “intends,” 
“estimates,” “plan,” “will,” “may,” “look forward,” “intend,” “guidance,” “future projects” or similar expressions are forward 
looking statements. Because these statements reflect our current views, expectations and beliefs concerning future events, 
these forward looking statements involve risks and uncertainties. Although Endo believes that these forward looking statements 
and information are based upon reasonable assumptions and expectations, readers should not place undue reliance on them, 
or any other forward looking statements or information in this news release. Investors should note that many factors, as more 
fully described in the documents filed by Endo with securities regulators in the United States and Canada including under the 
caption “Risk Factors” in Endo’s Form 10-K, Form 10-Q and Form 8-K filings, as applicable, with the Securities and Exchange 
Commission and with securities regulators in Canada on System for Electronic Document Analysis and Retrieval (“SEDAR”) and 
as otherwise enumerated herein or therein, could affect Endo’s future financial results and could cause Endo’s actual results to 
differ materially from those expressed in any forward looking statements. The forward looking statements in this presentation 
are qualified by these risk factors. Endo assumes no obligation to publicly update any forward looking statements, whether as a 
result of new information, future developments or otherwise, except as may be required under applicable securities law.  

 

This presentation may refer to non-GAAP financial measures, including, among others, adjusted diluted EPS and adjusted EBITDA, 
that are not prepared in accordance with accounting principles generally accepted in the United States and that may be different 
from non-GAAP financial measures used by other companies. Investors are encouraged to review Endo’s current report on Form 
8-K furnished to the SEC for Endo’s reasons for including those non-GAAP financial measures in this presentation. Except as noted 
on Form 8-K, reconciliation of non-GAAP financial measures to the nearest comparable GAAP amounts have been provided 
within the appendix at the end of this presentation. 
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Today’s Agenda 

 Overview & Q2 2017 Snapshot 

 Q2 2017 Business Unit Performance 

 U.S. Generic Pharmaceuticals 

 U.S. Branded Pharmaceuticals 

 International Pharmaceuticals 

 Q2 2017 Financial Results 

 Manufacturing restructuring 

 Mesh update 

 2017 Financial Guidance – Update 
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Overview  
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 Continued operational execution focus drives strong performance  

 

 Product sales mix and savings from previously announced 
restructurings grew adjusted EBITDA in Q2 2017 vs. prior year 

 

 Delivered solid adjusted bottom-line Q2 2017 results while making 
progress on several strategic initiatives 

 

 Update of FY 2017 Financial Guidance 



Q2 2017 Snapshot 
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 Revenue  (US $M) Q2 2017 Q2 2016 
Y/Y 

Growth % 

U.S. Generic Pharmaceuticals $563 $565 -- 

U.S. Branded Pharmaceuticals $245 $288 (15%) 

International Pharmaceuticals $67 $67 -- 

Total $876 $921 (5%) 

Table may not total due to rounding 



Q2 2017 Performance: U.S. Generic Pharmaceuticals 
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Strong performance driven by 
Sterile Injectables & New 
Launches / Alternative Dosages 
 
Sterile Injectables:   

 Vasostrict® grew 24% vs. prior year 

 Adrenalin® gaining share as 
unapproved products exit 

 New launches / Alt Dosages:  

 Strong performance driven by Q4’16 
FTF’s; KCl liquid/powder and new 
injectable launches 

 Launched 5 products in Q2’17 

 Base business: 

 Declined 34%  vs. prior year, due in 
part, to annualization of 2016 
competitive events and product 
discontinuances; Price erosion in line 
with our previous expectations 

    Reported Revenues in $ Millions 
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Base Sterile Injectables New Launches / Alternative Dosages
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-34% 

+27% 

+70% 

$563m  



U.S. Generics: 2017 Progress and Current Pipeline 
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YTD Progress and 2017 Scorecard 

 

 9 launches year-to-date; expect >20 
product launches with estimated market 
value: $6bn* 

 6 regulatory submissions year-to-date; 
expect to file ~20 regulatory submissions 

 Unapproved sources of Adrenalin® 
starting to vacate the market 

 Expect majority share of the KCl powder 
market 
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* Market value defined by IMS sales for 12 months  

~40 
Confirmed 
FTF/FTM 

~90 
Total 

In Dev 

Total ANDAs as of Q2 ’17 

~110 
Total ANDAs 

Filed 



Q2 2017 Performance: U.S. Branded Pharmaceuticals 
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Specialty:  

 +16% driven by XIAFLEX® (+18%) and 
SUPPRELIN® LA (+11%)   

 Continue to expect FY’17 Specialty portfolio 
and XIAFLEX® to grow high-single to low-
double digit 
 

Established Products: 
 -30% driven by Q2 continued decline of pain 

products, and the Q3 2016 divestiture of 
STENDRA®  

    Reported Revenues in $ Millions 
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+16% 

-30% 

$245m -15% 
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Q2 2017 Performance: International Pharmaceuticals 
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 Paladin: Q2’17: $28m 

 +10% due to uptake on Nucynta 
& Xiaflex in addition to delayed 
competition on certain products  

 Expect 2017 sales to decline mid-
single digit due to LOE, but solid 
gross margin in the high 50%’s  

 Litha & Somar: Q2’17: $33m 

 Divested Litha – closed on July 
3rd, 2017 

 Agreement to divest Somar – 
close expected beginning of 
Q4’17 

    Reported Revenues in $ Millions 
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13% 

-11% 

$67m  

* Includes sales from Endo Ventures Limited and Par UK 



 (US $M, except EPS) 
Q2 2017 Q2 2016 

GAAP Non-GAAP GAAP Non-GAAP 

Revenue $876 $876 $921 $921 

Gross Margin 38.4% 61.8% 31.3% 59.1% 

Operating Income (Loss) ($587) $359 ($48) $312 

(Loss) Income from 
Continuing Operations 

($696) $207 $390        $192  

Effective Tax Rate NM 13.8% NM         2.0%  

Diluted Income (Loss) per 
share 

($3.12) $0.93 $1.75 $0.86 

Weighted Average Diluted 
Shares Outstanding 

223 224 223 223 

Q2 2017: Financial Results  
(Continuing Operations*) 
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* Continuing Operations includes Endo and Par and excludes ASTORA (formerly known as AMS Women’s Health) 
For reconciliation of GAAP to Non-GAAP, please refer to Reconciliation tables in the Q2’2017 earnings press release 



U.S. Generics: 2017 Manufacturing Restructuring 
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10 [1] Amounts reflected on a U.S. GAAP basis   

Estimated Financial Impact 2017 2018 Cumulative 

 
Revenue Reduction 
 

~$10-$15M ~$45-$50M ~$60M 

 
Savings, Net of Revenue Reduction 
 

~$5-$10M ~$50-$60M ~$55-$65M 

One-Time Charges[1] 

      Increase in Inventory  
      Reserve Levels ~$10M N/A ~$10M 

      Intangible Asset  
      Impairments 

~$60M N/A ~$60M 

      Fixed Asset Impairment ~$30M N/A ~$30M 

      Fixed Asset Accelerated    
      Depreciation 

~$125M ~$40M ~$165M 

      Other Restructuring Expenses  ~$50M ~$10M ~$60M 



Q2 2017 Mesh Legal Liability Update 
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Mesh Liability Cash Call ($ in millions) 

Product Liability Accrual (3/31/17) $714 Remaining liability related to previous 
Master Settlement Agreements (MSAs) 

Q2 2017 Payments from QSF / to claimants ($195) 

Additional Product Liability Accrual (Q2‘17) $775 Covers ~22,000 U.S. claims; all known Ex-
U.S. claims and other Mesh-related matters 

Total Product Liability Accrual as of 6/30/17 
 

$1,295 

Amount Funded in QSF as of 6/30/17 ($359) 

Total Remaining Cash Call ~$935 Estimated Phasing: 
• H2 2017: ~$160-$185  
• 2018: ~$500-$525 
• 2019: ~$240-$265 

Table may not total due to rounding 



2017 Financial Guidance  
(Continuing Operations*) 
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* Continuing Operations includes Endo and Par and excludes ASTORA (formerly known as AMS Women’s Health) 

Measure FY 2017 Financial Guidance 

Revenue $3.38B - $3.53B 

Adjusted EBITDA $1.48B - $1.56B 

Adjusted Diluted EPS $3.35 - $3.65 

GAAP Diluted (Loss) per share ($4.76) - ($4.46) 

Note: FY’17 net cash tax receipts of approximately $15 million 

The Company’s 2017 financial guidance is based on the following assumptions: 

 Adjusted gross margin of approximately 62.5% to 63.5% 

 Adjusted operating expenses as a percentage of revenues to be 
approximately 22.5% 

 Adjusted interest expense of approximately $490 million to $500 million 

 Adjusted effective tax rate of approximately 14.0% 

 Adjusted diluted EPS and GAAP Diluted (Loss) per share from continuing 
operations assumes full-year adjusted diluted shares outstanding of 
approximately 224 million shares and 223 million shares, respectively. 

 H2 Phasing: ~50% of revenue and ~45% of adjusted diluted EPS in Q3 



2017: Cash Flow Update 

[1] FY ’17 Guidance includes restructuring and integration related costs of ~$30M related to the  Pain/Branded Restructuring, ~$20M of Severance costs related to  the  
Corporate and R&D restructuring, ~$40M  in restructuring costs related to the Generics restructuring and rationalization, ~$10M in costs associated with ASTORA Women’s 
Health 

[2] “Non-Mesh Settlement Payments” represent additional legal settlements  and expenses that Endo paid Q2 ’17 YTD  and expects to pay in FY ‘17 

[3] “Cash Distributions to Settle Mesh Claims and Related Legal Expenses”  for Q2 ’17 YTD and FY ’17 represent direct payments and payments from Qualified Settlement Funds 
to settle mesh product liabilities, as well as mesh related legal expenses  

[4] “Other” FY’17 includes proceeds from the divestiture of Litha Products, Somar and the Charlotte manufacturing facility, as well as contingent consideration payments 
[5]  Q2 YTD “Cash Flow Prior to Debt Payments” includes $21M related to Litha and Somar, which is  classified as “Movement in cash held for sale” on the Statement of Cash 

Flows, and excludes $29M of net debt proceeds from the Q2 refinancing. 
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$ in Millions 

  
FY 2017 Guidance 

Q2 ‘17  YTD Low High 

Adjusted EBITDA Range $866 $1,480 $1,560 

     Cash Interest ($220) ~($465) 

     Changes in Working Capital and Other Assets & Liabilities $227 $220 

     Cash Taxes, net refund (payments) $9 ~$15 

     Milestone/Commercial Payments ($6) ~($40) 

     Restructuring and Integration Related Costs  [1]    ($59) ~($100) 

Cash Flow from Operations –  
Pre-Mesh and Other Settlements       

$816 ~$1,110 ~$1,190 

     Non-Mesh Settlement Payments [2] ($10) ~($50) 

     Cash Distributions to Settle Mesh Claims and Related Legal Expenses [3] ($465) ~($975) 

Cash Flow from Operations $341 ~$85 ~$165 

     Change in Restricted Cash ($83) ~$240 

     Capital Expenditures ($60) ~($140) 

     Other [4]  ($79) ~$80 

Cash Flow Prior to Debt Payments[5] $119 ~$265 ~$345 

©2017 Endo Pharmaceuticals Inc.  All rights reserved.  

 

Cash into the QSF 
and paid mesh 
legal expenses:  
YTD ’17 $547M 
FY ’17 $735M 

Table may not total due to rounding 



Q&A  
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Q2 2017 Mesh Update 

16 
Confidential ©2017 Endo Pharmaceuticals Inc. All rights reserved. 

 Beginning in the second quarter of 2017, Endo aggressively executed a settlement strategy in connection with 
our U.S. Mesh product liability litigation and we have reached agreements to resolve virtually all known U.S. 
product liability claims and are engaged in discussions to resolve the known remaining U.S. claims at 
reasonable values. 

 We believe that, in considering the potential costs and continued distraction of litigation, putting this litigation 
substantially behind us through settlements enables us to move forward with even greater focus on executing 
against our core strategic priorities. We also believe this action will assist most mesh claimants in moving 
forward with their lives. 

 The $775M mesh product liability charge in Q2’17 reflects an estimate for the expected future payments 
related to the resolved U.S. mesh product liability claims (resolved claims are subject to a validation process), 
the small portion of known unresolved U.S. claims, all of the known international mesh product liability claims 
and other mesh-related matters.  

 With respect to the resolved claims, Endo agreed to make installment payments beginning in the fourth 
quarter of 2017 and continuing through the fourth quarter of 2019. 

 We are unable to estimate the number of claims that might be made in the future; however, our expectation is 
that future cases will not be brought on a mass basis due to a number of factors; specifically, case 
management orders, global resolution with all key plaintiff attorneys, we are no longer selling mesh (as of 
March 31, 2016); settlements entered into by other manufacturers / decrease in advertising and the 
continued running of statutes of limitations.  

 

 



Cash Conversion Cycle 

©2017 Endo Pharmaceuticals Inc.  All rights reserved.  

 

17 

June 30, 

2017

March 31, 

2017

December 31, 

2016

December 31, 

2015

Total Revenue

875,731$              1,037,600$            1,241,513$            1,073,697$            

DSO:

   Accounts Receivable, net of allowance 580,123$              689,602$              992,153$              1,014,808$            

   Less: Returns and allowances (310,852)               (321,408)               (332,455)               (356,932)               

Accounts Receivable, adjusted for non-cash items 269,271$              368,194$              659,698$              657,876$              

Total revenues per day 9,623$                  11,529$                13,495$                11,671$                

DSO 28                        32                        49                        56                        

DIO:

   Inventories, net 489,752$              549,138$              555,671$              752,493$              

   Plus: Long-term inventory 27,169                  24,923                  22,705                  24,891                  

   Less: Inventory step-up (438)                     (538)                     (652)                     (111,190)               

Inventory, adjusted for long-term and non-cash items 516,483$              573,523$              577,724$              666,194$              

Total revenues per day 9,623$                  11,529$                13,495$                11,671$                

DIO 54                        50                        43                        57                        

DPO:

   Trade Accounts Payable 114,710$              97,681$                126,712$              146,450$              

   Plus: Accrued Royalties and Partner Payables 63,807                  130,380                191,433                138,622                

   Plus: Accrued Rebates and Chargebacks paid in cash 236,592                235,590                260,798                350,479                

Trade Accounts Payable, adjusted for royalties and rebates 415,109$              463,651$              578,943$              635,551$              

Total revenues per day 9,623$                  11,529$                13,495$                11,671$                

DPO 43                        40                        43                        54                        

Cash Conversion Cycle 39                        42                        49                        59                        

We use days sales outstanding (DSO), days inventory outstanding (DIO) and days payable outstanding (DPO), the sum of which is the cash 

conversion cycle, to evaluate our working capital performance.  The following table summarizes the details of the financial metrics used to calculate 

these working capital performance statistics for the quarters ended June 30, 2017, March 31, 2017, December 31, 2016 and December 31, 2015 (in 

thousands except for ratios):



Reconciliation of Non-GAAP Measures 
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Reconciliation of Non-GAAP Measures 
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Reconciliation of Non-GAAP Measures 
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Reconciliation of Non-GAAP Measures 
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Reconciliation of Non-GAAP Measures 
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Reconciliation of Non-GAAP Measures 
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Reconciliation of Non-GAAP Measures 
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