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Entering the US market

Alliance Pharma (APH) is continuing with its buy-and-build strategy having evolved
through 35 acquisitions over a period of 20 years into a profitable, cash-generative,
specialty pharma business. The company has a mix of international growth brands -
Kelo-cote and MacuShield — and a bedrock of solid local low-growth products. Full-
year results supported the January trading statement, with strong sales of Kelo-cote
and MacuShield underpinning EBITDA growth, and helping to generate strong
underlying operational cashflow. The acquisition of Vamousse (third international
growth brand) appears to be integrating well already and opens up the US market.

>

Strategy: Since inauguration, APH has adopted a buy-and-build model, with 35
deals over 20 years assembling a portfolio of >90 products and establishing a
strong track record. It is accelerating growth through investing in multi-market
brands, with infrastructure supported by its bedrock products.

2017 results: APH continued its year-on-year growth trend with group sales of
£103.3m (£97.5m), an increase of 6%. At constant currency, sales grew 3%,
benefiting from exceptional sales of its two international growth brands Kelo-
cote (+34% to £13.3m) and MacuShield (+38% to £7.3m).

Net debt: Strong operational cashflow reduced underlying group debt ahead of
expectations. However, end-of-period acquisitions were financed in cash, giving
net debt of -£72.3m at 31 December 2017. Net debt/EBITDA was 2.5,
comfortably within APH’s 3.0x covenant limit.

Recent acquisitions: Towards the end of 2017, APH completed two product
acquisitions: Vamousse (head lice), its third international growth brand, and
Ametop (local anaesthetic gel). Initial considerations of £9.7m and £5.6m,
respectively, and inventories of £0.7m, were paid from cash resources.

Investment summary: Recent acquisitions are forecast to boost APH to
generate underlying CAGR of 8% in both sales and EPS over the next three years.
On the back of this solid performance, the company is expected to continue with
its progressive dividend policy. The shares are trading on a 2018E P/E of 16.1x
and carry a prospective dividend yield of 1.9%, covered 3.3x.

Financial summary and valuation

Year-end Dec (Em) 2015 2016 2017 2018E 2019E 2020E
Sales 48.3 97.5 103.3 118.0 127.0 135.0
EBITDA (underlying) 13.6 26.7 28.2 32.6 35.3 38.4
Reported pre-tax profit 15.2 22.2 *28.4 **28.4 29.9 33.7
Underlying EPS (p) 4.0 4.0 4.2 4.8 5.3 5.9
Reported EPS (p) 4.7 3.9 6.1 4.8 5.0 5.6
DPS (p) 1.1 1.2 1.3 1.5 1.6 1.7
Net (debt)/cash -71.5 -76.1 -72.3 -54.0 -38.2 -21.1
Net debt/EBITDA (x) 53 2.8 2.6 1.7 1.1 0.6
P/E (x) 19.3 19.2 18.0 16.1 14.5 12.9
EV/sales (x) 8.9 4.4 4.2 3.7 3.4 3.2
EV/EBITDA (x) 31.8 16.2 15.3 13.2 12.2 11.3
Dividend yield (%) 1.4 1.6 1.7 1.9 2.1 2.3

*Includes £5m Sinclair settlement less costs;
**Includes £1.5m profit on disposal of 60% share of Unigreg JV
Source: Hardman & Co Life Sciences Research

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document
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Sales and EBITDA margin
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Underlying sales growth of 3.0% for fiscal 2017,
boosted at the reported level by forex

The two international brands (Kelo-cote and
MacuShield) are driving sales growth and Vamousse
should add to this in the future

EBITDA margin is before share-based payments

Gross margins are rising modestly as the contribution
from the international stars increases each year

Free cashflow and ROIC
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APH is strongly cash generative, with three year
forecasts in the range £23m-£27m p.a.

Driven by the international star brands and the
sustainable bedrock of established products

Operating cashflow conversion is typically ca.90% of
EBIT

Dips in ROIC are caused by the timing of acquisitions,
particularly if made towards the end of a financial year
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Net debt at 31st December 2017 was ca.£2m better
than expected, at -£72.3m, due largely to the positive
underlying operational cashflow

Financial covenants have been increased for the life of
the Credit Facility from 2.5x to 3.0x to cover for
acquisition spikes; in fiscal 2018, net debt/EBITDA
cover is forecast to be ca.1.7x

Minimum interest cover (EBITDA/interest cost) of 4.0x
—this is expected to be 10.5x in 2018
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Progressive  dividend policy since payments
commenced in 2009

Full-year dividend of 1.331p (+10%) — forecast to rise
to 1.46p for 2018

Unusually high dividend cover of 4.1x in fiscal 2017
due to tax changes; expected to revert to normalised
levels in fiscal 2018

There is scope to increase the dividend

Source: Company data, Hardman & Co Life Sciences Research
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Full-year 2017 results

Key features

» Sales: Underlying sales growth of 3% was boosted by currency to a reported
figure of £103.3m (£97.5m), as described in our January note on the trading
update ‘2017: strong operational cashflow’ published on 29* January 2018.

» Growth drivers: The main driver of growth was sales of APH’s two international
star brands, MacuShield, which increased 37% to £7.3m, and Kelo-cote, which
increased 34% to £13.3m. These contributed 20% of 2017 group sales.

> Forex: Reported sales benefited from both USS and Euro weakness, which
added £2.7m. Readers are reminded that overseas costs will also be higher due
to the weakness of sterling, and vice versa when sterling strengthens.

» Gross margin: In 2017, the gross margin increased to 57.1% (56.3%) in line with
the modest rising trend as the higher margin international star brands deliver
sales growth.

» SG&A: Investment supporting growth of its international star brands resulted
in 2 9.9% increase in operating costs in 2017 to -£31.7m (-£28.8m).

» EBITDA: Underlying EBITDA, as calculated by Hardman & Co, which excludes
share-based costs and one-off exceptional receipts increased 6% to £28.2m
(£26.7m).

» EPS: Reported EPS benefited from tax reforms in the US and France, rising 58%
to 6.10p (3.85p). Underlying EPS using a normalised tax rate of 19.1% is more
representative, and grew 6.6% to 4.24p from 3.98p in 2016 on the same basis.

» Cash generation: The rising contribution to sales of high-margin growth brands,
coupled with close control of working capital, led to a strong underlying
generation of operational cashflow.

» Acquisitions: Vamousse was acquired in December 2017; as the third
international growth brand it should add to future cash generation. An initial
stocking order added £0.1m to sales in 2017. Together with Ametop, the
acquisitions had a total cash cost of £16.0m incl. £0.7m of inventory.

> Net debt: The resulting group net debt at 31 December 2017 was -£72.3m
(-£76.1m), better than expected by £1.6m. Net debt to EBITDA was 2.5x (2.8x),
2.1x excluding acquisitions, and comfortably below the 3.0x limit.

» Diclectin: Resubmission with additional data to the MHRA supporting licensing
of Diclectin in the UK has taken place. An outcome is expected during Q2’18-
Q3’18 —if successful, we would expect a launch in late 2018.

Full-year 2017 — actual vs expectations*

Year-end Dec 2016 2017 CER growth 2017 Delta
(€Em) actual actual % forecast A
Kelo-cote 10.1 13.3 31.7% 12.7 +0.6
MacuShield 5.3 7.3 37.7% 7.0 +0.3
Group sales 40.4 103.3 3.1% 103.5 +2.2
Underlying EBITDA 26.7 28.2 8.4% 29.0 -0.5
Underlying EPS (p) 3.98 4.24 +6.6% 4.3 0.0
Statutory EPS (p) 3.85 6.10

Net cash/(debt) -76.1 -72.3 nm -73.9 +1.6

*Expectations in January, before the trading update
Source: Alliance Pharma; Hardman & Co Life Sciences Research
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Operational update

APH hit an important milestone in 2017, with sales passing £100m for the first time,
led by its strategy to expand its international star brands. After 20 years of building
the company, it is now a highly capable and scalable international operation. The UK
remains an important market for the group generating 50% of sales, but increased
internationalisation is expected to see this continue to trend downwards. The
company’s two higher margin international star brands, Kelo-cote and MacuShield,
represented 20% of group sales in 2017.

Alliance Pharma sales 2017

UK Europe Other
50% 22% 80% Kelo-cote
13%
ROW MacuShield
° 7%
28%

2017 sales: £103.3m

Source: Hardman & Co Life Sciences Research

Buy-and-build strategy

APH has been built through a series of 35 acquisitions over 20 years, with Cambridge
Laboratories (2010) and the Sinclair Pharma portfolio (2015) being transformative.
The former for adding a significant UK portfolio and the latter for taking APH into
international markets. At the end of fiscal 2017, APH made two further acquisitions.
The company is now a blend of international star brands supported by a portfolio of
local hero and stable bedrock products which support infrastructure and provide
important cash generation.

Focus on international growth

At the full-year results presentation, management reiterated its buy-and-build
strategy, with particular emphasis on a growth strategy through the acquisition of
more products with international growth potential, as opposed to further bedrock
products. For example, the addition of Vamousse for treating head lice from
TyraTech (TYR.L) in December 2017, represents APH’s third international star brand
— see our report ‘Acquisitions to boost growth prospects’ published on 11 January
2018 for more details®. Any further such deals in the coming year will transition the
company into its next phase, as an international specialty pharma growth business
marketing a balanced mix of consumer and prescription medicinal products.

US market entry

Vamousse is important for two reasons. First, it added a third international star to
the product portfolio. Secondly, with 83% of sales currently being generated in the
US, it provides a strategic entry point into this important pharmaceutical market.

lhttp://www.hardmanandco.com/docs/default-source/company-docs/alliance-pharma-
documents/11.01.18-acquisitions-to-boost-growth-prospects.pdf
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To maximise this opportunity, APH has established a US affiliate, Alliance Pharma
Inc, in North Carolina, and has appointed the former US marketing director for the
brand as its country manager. These actions will support the marketing of Vamousse
and provide a springboard for additional future US launches. Further product
acquisitions are more likely to be consumer oriented rather than Rx.

International stars

Kelo-cote

Since acquisition, the performance of Kelo-cote has been exceptional and it is
comfortably APH’s biggest brand. Sales of the product have benefited from its three
differentiating features: i) dries quicker; ii) provides better heal rates; and iii) more
cosmetically acceptable. Given that the product has strong support from KOLs and
that sales are predominantly derived from Asia Pacific, there is much more to go for:

» Under-trading in the UK and Europe.

» Repatriation of distribution agreements in France, DACH territories, Italy and the
UK to allow direct commercialisation.

» Under-represented in direct to consumer market — greater use of Amazon.

» Launch of new website.

Sales evolution of international stars
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MacuShield

MacuShield has also performed extremely well since acquisition, again based on
strong properties and characteristics, notably the only product in its class to
replenish all three ocular pigments to protect the macular. However, virtually all the
sales are derived from the UK and Ireland. Therefore, APH is looking to launch in a
number of territories where it has strong in-house commercial capability and where
it has a strong existing network of distributors.

Diclectin

APH and its partner, Duchesnay Inc (Canada), have been engaged with the MHRA
regarding the licensing of Diclectin for the treatment of nausea and vomiting in
pregnancy in Europe. Following discussions, a regulatory submission has been re-
filed and there is cautious optimism that the product might receive approval during
2018. However, this remains a potential opportunity and at this stage, therefore our
forecasts do not include expectations of a positive outcome. Moreover, it should be
noted that any benefit to sales would be more than offset by short-term launch and
marketing costs.

19th April 2018
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Financial update

The financial performance of the group was presented in a very clear and
transparent way. In two of the last three financials years, APH received a benefit
from one-off settlements — compensation from Sanofi (2015) and warranty
settlement from Sinclair Pharma (2017) — both of which were excluded to provide
numbers that fully reflected the underlying performance. In 2017, the group
reported solid underling growth in sales, EBITDA and EPS, and strong cash
generation. This provided the foundation for a continuation of the progressive
dividend policy.

In 2017, the group received also a one-time benefit from the reduction in tax rates
in both France and the US, which boosted reported EPS.

EBITDA and cashflow

APH was strongly cash generative during 2017, generating £30.9m (excluding the
Sinclair warranty settlement, and before interest charges and tax) from operations.
The company was clearly on course to reduce its net debt/EBITDA ratio to around its
target level of 2.0x by the end of 2017. However, the acquisition of Ametop and
Vamousse for cash considerations during December 2017 increased period-end debt
levels, with adjusted net debt/EBITDA emerging at 2.46x. The company had
renegotiated its banking covenants to 3.0x in anticipation of this. In the absence of
any further acquisitions for cash, APH is forecast to reduce net debt/EBITDA to below
2.0x in 2018.

Acquisition deal size and EBITDA growth
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Systems

Given that APH has evolved into a multi-location, multi-product operation, the
decision was made to invest in a new enterprise resource planning and financial
system, Microsoft Dynamics AX, which is scheduled to be operational by the end of
2018, providing a unified and scalable platform suitable for the future growth of the
business.
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Financial forecasts

Profit & Loss

» Margins: APH is expected to increase gross margins through increased sales of
higher margin international star brands, but this will be offset, in part, by higher
marketing expenditure.

» Forecasts: There have been no material changes to our (constant currency)
forecasts following publication of the full-year 2017 results.

Profit & Loss account

Year-end Dec (Em) 2015 2016 2017 2018E 2019E 2020E
GBP:EUR 1.284 1.223 1.141 1.141 1.141 1.141
GBP:USD 1.432 1.354 1.289 1.289 1.289 1.289
Sales 48.3 97.5 103.3 118.0 127.0 135.0
Cost of goods -19.6 -42.6 -44.4 -49.2 -52.8 -55.3
Gross profit 28.7 54.8 59.0 68.8 74.2 79.7
Admin & marketing -15.6 -28.8 -31.7 -37.6 -40.6 -43.0
Underlying EBITDA 13.6 26.7 28.2 32.6 35.3 38.4
EBITDA margin 28.1% 27.4% 27.3% 27.6% 27.8% 28.4%
Statutory EBITDA 17.5 26.0 31.1 32.6 33.8 36.9
Depreciation -0.3 -0.3 -0.7 -1.2 -1.5 -1.5
Amortisation -0.2 -0.1 -0.3 -0.2 -0.2 -0.2
Other income 0.0 0.0 0.0 0.0 0.0 0.0
Share of JV profits/(loss) 0.2 0.3 0.0 0.0 0.0 0.0
Underlying EBIT 13.3 26.3 27.3 31.2 33.6 36.7
Share-based costs -0.6 -0.7 -1.5 -1.5 -1.5 -1.5
Exceptional items 4.5 0.0 4.4 1.5 0.0 0.0
Statutory EBIT 17.0 25.6 30.2 31.2 32.1 35.2
Net interest -1.1 -2.8 -2.4 -2.9 -2.3 -1.6
Other financials -0.7 -0.6 0.6 0.1 0.1 0.1
U/lying pre-tax profit 12.2 23.5 24.8 28.3 31.3 35.1
Extraordinary items 0.0 0.0 0.0 0.0 0.0 0.0
Reported PBT 15.2 22.2 284 28.4 29.9 33.7
Underlying tax -1.4 -4.9 -4.8 -5.7 -6.3 -7.0
Underlying tax rate 11.3% 20.7% 19.1% 20.0% 20.0% 20.0%
Exceptional tax -1.1 0.8 53 0.0 0.0 0.0
Tax payable/credit -2.5 -4.1 0.5 -5.7 -6.3 -7.0
Underlying net income 10.8 18.7 20.1 22.6 25.1 28.1
Statutory net income 12.7 18.1 28.9 22.7 23.7 26.7

Ordinary 1p shares:

Period-end (m) 468.2 472.6 475.0 475.0 475.0 475.0
Weighted average (m) 272.7 469.4 473.8 475.0 475.0 475.0
Fully-diluted (m) 299.2 505.0 513.7 514.9 514.9 514.9
U/lying basic EPS (p) 3.97 3.98 4.24 4.76 5.27 5.91
Statutory basic EPS (p) 4.65 3.85 6.10 4,78 4.98 5.62
U/lying fully-dil. EPS (p) 3.62 3.70 3.91 4.39 4.87 5.45
Stat. fully-dil. EPS (p) 4.24 3.58 5.63 4.41 4.60 5.18
DPS (p) 1.10 1.21 1.33 1.46 1.61 1.72

*Includes £5.0m warranty settlement for Kelo-stretch
**Profit on disposal of 60% share of Unigreg JV
Source: Hardman & Co Life Sciences Research
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Balance sheet

» Netdebt: Netdebt at 31t December 2017 was -£72.3m, which was better-than-
expected, even after the cash outflow of £16.0m in December to fund the two
product acquisitions.

» The rise in intangible assets is primarily related to the brands and distribution
rights with respect to the acquired assets.

Balance sheet

@31st December (£Em) 2015 2016 2017 2018E 2019E 2020E
Shareholders' funds 162.4 179.3 203.4 219.2 235.2 253.7
Cumulated goodwill 26.0 26.0 26.0 26.0 26.0 26.0
Total equity 188.5 205.3 229.4 245.2 261.2 279.7
Share capital 4.7 4.7 4.8 4.8 4.8 4.8
Reserves 157.8 174.5 198.6 214.4 230.4 248.9
Provisions/liabilities 1.5 1.7 3.4 3.4 3.4 3.4
Deferred tax 37.0 29.7 24.7 24.7 24.7 24.7
Long-term loans 59.0 57.6 41.8 23.5 15.6 7.0
Short-term debt 15.8 25.8 41.7 41.7 33.8 253
less: Cash 3.2 7.2 11.2 11.2 11.2 11.2
Invested capital 272.5 286.8 303.9 301.3 301.6 303.0
Fixed assets 1.0 1.8 3.4 3.7 3.3 3.0
Intangible assets 233.9 238.5 252.6 252.6 252.6 252.6
JV assets 2.9 2.9 2.9 0.0 0.0 0.0
Goodwill 26.0 26.0 26.0 26.0 26.0 26.0
Inventories 12.9 15.4 14.2 16.3 17.5 18.6

Trade debtors 8.8 20.5 17.3 19.8 21.3 22.7

Other debtors 2.8 6.2 6.3 7.3 7.8 8.3

Tax liability/credit -2.1 -2.5 -2.4 -2.6 -2.7 -2.8

Trade creditors -1.2 -5.7 -6.7 -7.4 -7.9 -8.3

Other creditors -12.7 -16.3 -9.9 -14.4 -16.3 -17.1
Debtors less creditors -4.3 2.2 4.7 2.7 2.2 2.8
Invested capital 272.5 286.8 303.9 301.3 301.6 303.0

Source: Hardman & Co Life Sciences Research

Year-end Dec (Em) 2015 2016 2017 2018E 2019E 2020E
Net cash/(debt) -71.5 -76.1 -72.3 -54.0 -38.2 -21.1
Net debt/EBITDA (x) 5.3 2.8 2.6 1.7 1.1 0.6
Net debt/equity (%) -38% -37% -32% -22% -15% -8%
NAV/share (p) 35 38 43 46 50 53
Stock days 71 53 52 47 49 49
Debtor days 58 77 67 57 59 59
Creditor days 57 48 55 55 55 55
Interest cover (x) 11.0 9.2 9.1 10.5 14.7 22.9
Dividend cover (x) 3.6 3.3 3.2 3.3 3.3 3.4
Cap-ex/depreciation (x) 2.7 3.4 3.4 1.3 0.7 0.8
NOPAT 12 21 18 25 27 29
After-tax ROIC 4.3% 7.3% 5.8% 8.3% 8.9% 9.7%
Cap-ex/sales (%) 1.3% 1.2% 2.2% 1.3% 0.8% 0.9%

Source: Hardman & Co Life Sciences Research
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Cashflow

>

Free cashflow: Growth in high-margin brands, coupled with close control of
working capital, have led to strong underlying generation of operational
cashflow.

Exceptionals: In 2017 there was a one-off £4.0m receipt from Sinclair in relation
to the warranty settlement for Kelo-stretch. A further £1.0m will be received in
fiscal 2018.

Acquisitions: Towards the end of 2017, £16m cash was invested in the
acquisitions of Vamousse and Ametop.

Disposals: APH has divested its share of the Unigreg JV in China for a cash
consideration of £2.9m, of which £2.4m is payable on completion. The deal will
also result in the repayment of £1.5m outstanding loans to APH.

Leverage: Despite the acquisitions, net debt to EBITDA still reduced from 2.8x
in 2016 to 2.5x in 2017. APH expects leverage from operational activities will
continue to reduce to below 2.0x during 2018. This will be boosted further by
the cash disposal of the Chinese JV.

Cashflow

Year-end Dec (Em) 2015 2016 2017 2018E 2019E 2020E
Underlying EBIT 13.3 26.3 27.3 31.2 33.6 36.7
Depreciation 0.2 0.3 0.7 1.2 15 1.5
Amortisation 0.2 0.1 0.3 0.2 0.2 0.2

Inventories -7.0 -2.4 1.1 -2.0 -1.2 -1.1

Receivables 2.3 -14.1 4.0 -2.5 -1.5 -1.3

Payables -3.3 10.1 -3.0 0.7 0.5 0.4
Change in working capital -8.0 -6.5 2.1 -3.8 -2.2 -2.1
Exceptionals/provisions 4.5 0.0 4.0 1.0 0.0 0.0
Other -0.1 -0.3 0.5 0.0 0.0 0.0
Cashflow from ops. 10.1 20.0 34.9 29.8 33.1 36.3
Net interest -1.0 -3.0 -2.6 -2.9 -2.3 -1.6
Tax paid/received -1.9 -3.0 -3.7 -4.2 -5.6 -6.5
Operational cashflow 7.2 13.9 28.6 22.7 25.2 28.2
Capital expenditure -0.6 -1.1 -2.2 -1.5 -1.0 -1.2
Capitalised R&D 0.0 -0.3 -0.5 -0.5 -0.5 -0.5
Sale of fixed assets 0.0 0.0 0.0 0.0 0.0 0.0
Free cashflow 6.6 12,5 25.9 20.7 23.7 26.6
Acquisitions -133.9 -6.0 -17.5 0.0 -1.5 -1.9
Disposals 0.0 0.0 0.0 2.4 0.5 0.0
Dividends -2.6 -5.2 -5.4 -6.3 -7.0 -7.6
Other investments 0.0 -1.0 0.2 0.0 0.0 0.0
CF after investments -129.9 0.3 3.1 16.8 15.8 17.1
Share repurchases 0.0 0.0 0.0 0.0 0.0 0.0
Capital increases 79.8 1.3 0.7 0.0 0.0 0.0
Currency effect -0.1 -6.2 0.0 0.0 0.0 0.0
Change in net debt -50.2 -4.6 3.8 18.3 15.8 17.1
Opening net cash/(debt) -21.1 -71.4 -75.9 -72.1 -53.8 -38.0
Closing net cash/(debt) -71.4 -75.9 -72.1 -53.8 -38.0 -20.9
Hardman CF/share (p) 2.4 2.7 5.5 4.4 5.0 5.6

Source: Hardman & Co Life Sciences Research
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Valuation

APH is currently trading on a 2018 PE of 16.1x with an underlying CAGR EPS growth
rate 2017-2020 of ca.11%. This includes the establishment of its US operation, but
excludes any potential revenues and launch costs from Diclectin in 2018, the timing
and certainty of which is unclear. The prospective dividend yield is 1.9% with a
progressive dividend policy that is currently covered 3.3x times.

APH is generating a ROIC of 8-9%, with some of the free cashflow being reinvested
into product acquisitions, as evidenced recently with Ametop and Vamousse.
Underlying free cashflow is forecast to be in the range of £24.0m-£27.0m over the
next three years, which will be used primarily to pay down borrowings, whilst
retaining the capacity to make further bolt-on acquisitions. The company has an
undrawn banking facility of £25.0m available with bank approval.

EPS and DPS
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6.00
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Source: Hardman & Co Life Sciences Research
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Company matters

Registration
Incorporated in England & Wales with company registration number 042411478

UK operations:

Avonbridge House
Bath Road
Chippenham
Wiltshire

SN15 2BB

+44 1249 466 966
www.alliancepharmaceuticals.com

Board of Directors

APH has announced already that Peter Butterfield will take over as CEO on 1% May
2018, and John Dawson will become a non-executive director.

Board of Directors

Position Name Nominations Remuneration Audit
Chairman David Cook M C C
Chief Executive Officer John Dawson M

Deputy CEO Peter Butterfield

Chief Financial Officer Andrew Franklin

Non-executive director ~ Thomas Casdagli M M

Non-executive director  Nigel Clifford C M M

M = member; C = chair
Source: Company reports

Share capital

The company has 475,034,541 Ordinary shares of 1p in issue. There are also 39.9m
options outstanding.

Major shareholders

MVM Life Sci
Directors 12%
12% Fidelity
10%

Slater Inv
7%
Artemis
7%
GvVQ
6%
Other ’
43% —— River & Merc
3%

Source: Company reports
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, because of possible human or mechanical error by Hardman & Co, its affiliates or its sources, Hardman
& Co cannot guarantee the accuracy, validity, timeliness or completeness of any information provided for in this report. No guarantee, warranty or representation,
express or implied, can be given by Hardman & Co as to the accuracy, adequacy or completeness of the information contained in this research and they are not
responsible for any errors or omissions or results obtained from use of such information. Neither Hardman & Co, nor any affiliates, officers, directors or employees
accept any liability or responsibility in respect of the information which is subject to change without notice and may only be correct at the stated date of their issue,
unless in case of gross negligence, fraud or wilful misconduct. Hardman & Co expressly disclaims any warranties of merchantability or fitness for a particular
purpose. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any
other damages of any kind even if Hardman & Co have been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fee, commission or other remuneration in order for this research
to be made available. A full list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at
http://www.hardmanandco.com/leqals/research-disclosures

Hardman & Co has a personal dealing policy which debars staff and consultants from dealing in shares, bonds or other related instruments of companies or legal
entities which pay Hardman & Co for any services, including research. They may be allowed to hold such securities if they were owned prior to joining Hardman &
Co or if they were held before the company or legal entity appointed Hardman & Co. In such cases, sales will only be allowed in limited circumstances, generally in
the two weeks following publication of figures. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or funds covered by this
document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for its own account or for other parties and neither does it undertake investment business. We may provide
investment banking services to corporate clients.

Hardman & Co does not make recommendations. Accordingly, we do not publish records of our past recommendations. Where a Fair Value price is given in a
research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.
Hardman & Co may publish further notes on these securities/companies and legal entities but has no scheduled commitment and may cease to follow these
securities/companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution
or use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or
country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors or geographical areas. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation
of this document and the material contained herein. Each investor must make their own independent decisions and obtain their own independent advice regarding
any information, projects, securities, or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various
information this constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or
appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the
light of their investment needs, objectives and financial circumstances.

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly, its distribution in the United Kingdom is restricted. Neither Hardman & Co nor any other person authorised by the Financial Conduct Authority (United
Kingdom) (FCA) has approved or authorised the contents of this document for the purposes of section 21 FSMA. Accordingly, this document is only directed at:

i persons who have professional experience in matters relating to investments falling within Article 19(5) (Investment Professionals) or Article 49 (High
Net Worth Companies, Unincorporated Associations etc.) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (as
amended) (the Order);

ii. certified high net worth individuals within the meaning of Article 48 of the Order;

ii. certified sophisticated investors and self-certified sophisticated investors within the meaning of Article 50 and Article 50A of the Order;
iv. associations of high net worth investors or sophisticated investors within the meaning of Articles 51 of the Order; and

V. any other person whom it may lawfully be communicated.

(together, the relevant persons).

This document is directed at only relevant persons and must not, under any circumstances be acted on or relied on by persons who are not relevant persons. Any
investment or investment activity to which this communication relates is only available to relevant persons and will be engaged in only with relevant persons. The
UK compensation scheme and rules for the protection of private customers do not apply to the services provided or products sold by non-UK regulated affiliates.

The receipt of this document by any person is not to be taken as constituting the giving of investment advice by Hardman & Co to any to any such person.

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co.

By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law.

Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy Ltd and is authorised and regulated by the Financial
Conduct Authority (FCA) under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259.
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Hardman & Co Research Limited (trading as Hardman & Co) +44 (0) 20 7194 7622
35 New Broad Street Follow us on Twitter @HardmanandCo
London

EC2M INH (Disclaimer Version 4 — Effective from April 2018)

Status of Hardman & Co’s research under MiFID II

Some professional investors, who are subject to the new MIFID Il rules from 3rd January, may be unclear about the status of Hardman research and, specifically,
whether it can be accepted without a commercial arrangement. Hardman’s company research is paid for by the companies about which we write and, as such,
falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive Il.

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are’ (b) ‘written
material from a third party that is commissioned and paid for by an[sic] corporate issuer or potential issuer to promote a new issuance by the company, or where
the third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed
in the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public;’

The fact that we are commissioned to write the research is disclosed in the disclaimer, and the research is widely available.

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-requlation-2016-

2031.pdf

In addition, it should be noted that MIFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman is not inducing the reader
of our research to trade through us, since we do not deal in any security.
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Hardman & Co team

Management team
+44 (0)20 7194 7622

John Holmes jh@hardmanandco.com +44 (0)20 7194 7629 Chairman

Keith Hiscock kh@hardmanandco.com +44 (0)20 7194 7630 CEO

Business development and investor engagement

+44 (0)20 7194 7622

Richard Angus ra@hardmanandco.com +44 (0)20 7194 7635 Business development
David Banks db@hardmanandco.com +44 (0)20 7194.7622 Corporate Advisory/Finance
Max Davey md@hardmanandco.com +44 (0)20 7194 7622 Investor engagement
Antony Gifford ag@hardmanandco.com +44 (0)20 7194 7622 Investor engagement
Ann Hall ah@hardmanandco.com +44 (0)20 7194 7622 Business development
Gavin Laidlaw gl@hardmanandco.com +44 (0)20 7194 7627 Investor engagement
Vilma Pabilionyte vp@hardmanandco.com +44 (0)20 7194 7637 Business development

Analysts
+44 (0)20 7194 7622
Agriculture

Bonds / Financials

Doug Hawkins
Yingheng Chen

Building & Construction

dh@hardmanandco.com
yc@hardmanandco.com

Brian Moretta
Mark Thomas

Consumer & Leisure

bm@hardmanandco.com
mt@hardmanandco.com

Tony Williams tw@hardmanandco.com Steve Clapham sc@hardmanandco.com

Mike Foster mf@hardmanandco.com Mike Foster mf@hardmanandco.com
Jason Streets js@hardmanandco.com

Life Sciences Media

Martin Hall mh@hardmanandco.com Derek Terrington dt@hardmanandco.com

Dorothea Hill dmh@hardmanandco.com

Grégoire Pavé gp@hardmanandco.com

Mining Oil & Gas
Paul Mylchreest pm@hardmanandco.com Angus McPhail

if@hardmanandco.com

Property Services
Mike Foster mf@hardmanandco.com Mike Foster

mf@hardmanandco.com

Tax Enhanced Services
Brian Moretta

Special Situations
Steve Clapham
Paul Singer
Yingheng Chen

sc@hardmanandco.com bm@hardmanandco.com
ps@hardmanandco.com

yc@hardmanandco.com

Technology Utilities
Milan Radia mr@hardmanandco.com Nigel Hawkins

nh@hardmanndco.com

Hardman & Co

35 New Broad Street
London
EC2M 1NH

Tel: +44(0)20 7194 7622

www.hardmanandco.com
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