
 

 

BUSINESS ACQUISITION REPORT 
Form 51-102F4 

Item 1 - Identity of the Company 

1.1 Name and Address of the Company 

Concordia Healthcare Corp. (the “Company”) 
277 Lakeshore Road East 
Suite 302 
Oakville, Ontario 
L6J 1H9 
 

1.2 Executive Officer 

For further information in respect of this report and the significant acquisition described herein, 
please contact: 

Leith J. Tessy 
Chief Financial Officer and Secretary of the Company 
(905) 842-5150 

Item 2 - Details of Acquisition 

2.1 Nature of Business Acquired 

On May 15, 2014, Concordia Pharmaceuticals Inc. (“CPI”), a wholly-owned subsidiary of the 
Company, completed the purchase of Donnatal®, pursuant to the terms and conditions of a 
previously announced asset purchase and sale agreement entered into on March 19, 2014 (the 
“Asset Purchase Agreement”), from a privately held specialty pharmaceutical company carrying 
on business as Revive Pharmaceuticals (“Revive Pharmaceuticals”). 

Donnatal® is an adjunctive therapy in the treatment of irritable bowel syndrome (“IBS”) and 
acute enterocolitis and is available in two formulations: immediate release Donnatal® Tablets, 
and immediate release Donnatal® Elixir, a fast acting liquid.  In addition to the drug, the 
Company acquired the sales and marketing infrastructure related to the product. 

2.2 Date of the Acquisition 

The effective date of the acquisition of Donnatal® was May 15, 2014 (the “Closing Date”). The 
date of acquisition for accounting purposes is the Closing Date. 

2.3 Consideration 

The Company acquired Donnatal® for total consideration of USD$329,151,334, comprised of 
USD$200,000,000 in cash and an aggregate of 4,605,833 common shares of the Company valued 
at USD$129,151,334 based on the closing price of the Company’s stock on May 15, 2014 of 
CAD$30.50 per share converted to USD using the May 15, 2014 Bank of Canada closing 
USD:CAD exchange rate of 1:1.0877.  
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On the date of the Asset Purchase Agreement, the 4,605,833 common shares of the Company 
were valued at USD$65,342,697 based on the closing trading price of the Company’s common 
shares on the Toronto Stock Exchange on March 18, 2014 of CAD$15.80 per share converted to 
USD using the March 18, 2014 Bank of Canada closing USD:CAD exchange rate of 1:1.1137. 

The Company paid for the cash component of the acquisition through a combination of available 
cash and debt financing.  In this respect, the Company entered into a secured credit facility having 
a principal amount of up to USD$195,000,000, consisting of a USD$170,000,000 term loan and a 
USD$25,000,000 operating line (the “Credit Facility”) with GE Capital, Healthcare Financial 
Services and a syndicate of lenders.  The Credit Facility is secured by the assets of the Company 
and the assets of its material subsidiaries. 

2.4 Effect on Financial Position 

The acquisition of Donnatal® complements the Company’s Legacy Drugs Division.  The 
Company has no current plans or proposals for material changes in its business affairs or the 
affairs of Donnatal®, which may have a significant effect on the results of operations and 
financial position of the Company.  

2.5 Prior Valuations 

Not applicable.  

2.6 Parties to the Acquisition 

The acquisition did not involve an informed person, associate or affiliate of the Company. 

2.7 Date of Report 

This report is dated June 9, 2014. 

Item 3 - Financial Statements 

The following financial statements have been included with this report: 

(a) Schedule A:  Audited carve out financial statements for Donnatal® for the years ended 
December 31, 2013 and December 31, 2012 and unaudited carve out financial statements 
for Donnatal® for the three months ended March 31, 2014 and the three months ended 
March 31, 2013.   

(b) Schedule B:  Unaudited Pro Forma Consolidated Balance Sheet of the Company as at 
March 31, 2014, Unaudited Pro Forma Consolidated Income Statement of the Company 
for the Three Months Ended March 31, 2014 and Unaudited Pro Forma Consolidated 
Income Statement of the Company for the Year Ended December 31, 2013. 
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Concordia Healthcare Corp. 
PRO FORMA CONSOLIDATED BALANCE SHEET 
(Unaudited – prepared by management) 
As at March 31, 2014 
(Stated in thousands of U.S. Dollars) 

 

 
 
 

Concordia 
Healthcare 

Corp

Donnatal
Pro Forma 

Adjustments
Reference

Pro Forma 
Consolidated

Assets
Current

Cash  77,973$           -$               (35,500)$           3(a) 42,473$             

Accounts receivable 10,063            7,575              (7,575)              3(b) 10,063               

Inventory 3,719              1,806              -                     5,525                

Prepaid expenses and other current assets 4,317              630                -                     4,947                

Deferred income taxes 127                -                    -                     127                   

96,199            10,011             (43,075)            63,135               

Fixed assets 578                829                (829)                3(b) 578                   

Intangible assets 61,120            -                    -                     61,120               

Unallocated goodwill and intangibles 36,249            377                326,338            3(a) 362,964             

Total Assets 194,146$         11,217$           282,434$          487,797$            

Liabilities
Current

Accounts payable 3,422$            390$               (390)$               3(b) 3,422$               

Accrued liabilities 3,358              1,425              (1,425)              3(b) 3,358                

Provisions 26,918            6,071              (6,071)              3(b) 26,918               

Royalties payable 3,755              -                    -                     3,755                

Taxes payable 1,182              -                    -                     1,182                

Current portion of notes payable 662                -                    -                     662                   

Current portion of Long-Term Debt: Term Loan A -                 -                    8,500               3(a) 8,500                

Current portion of purchase consideration payable 2,751              -                    -                     2,751                

42,048            7,886              614                 50,548               

Notes payable 5,297              -                    -                     5,297                

Purchase consideration payable 22,277            -                    -                     22,277               

Long-term Debt: Term Loan A -                 -                    156,000            3(a) 156,000             

Deferred taxes 6,408              -                    -                     6,408                

Other liabilities 15                  -                    -                     15                    

Total Liabilities 76,045$           7,886$            156,614$          240,545$            

Shareholders' Equity
Share capital 115,511$          -$               129,151$          3(a) 244,662$            

Net equity -                 3,331              (3,331)              3(a) -                   

Reserve for share based compensation 1,993              -                    -                     1,993                

Accumulated other comprehensive income 2                   -                    -                     2                      

Retained earnings 595                -                    -                     595                   

Total Shareholders' Equity 118,101$          3,331$            125,820$          247,252$            

Total Liabilities and Shareholders' Equity 194,146$         11,217$           282,434$          487,797$             

 



Concordia Healthcare Corp. 
PRO FORMA CONSOLIDATED INCOME STATEMENT 
(Unaudited – prepared by management) 
For the three months ended March 31, 2014 
(Stated in thousands of U.S. Dollars) 

 

 
Concordia 

Healthcare Corp
Donnatal

Pro Forma 
Adjustments

Reference
Pro Forma 

Consolidated

Revenue 16,810$                  12,028$              -$                      28,838$              

Cost of sales 3,854                     591                    -                        4,445                  

Gross profit 12,956                    11,437                -                        24,393                

Operating expenses

General and administrative 4,691                     2,142                  -                        6,833                  

Selling and marketing 944                        742                    -                        1,686                  

Research and development 1,418                     79                      -                        1,497                  

Share-based compensation 756                        -                        -                        756                    

Business acquisition related costs 174                        -                        -                        174                    

Depreciation expense 34                          76                      -                        110                    

Total operating expenses 8,017                     3,039                  -                        11,056                

Operating income 4,939                     8,398                  -                        13,337                

Other income and expense

Interest and accretion expense (income) 4,705                     -                        1,479                  3(c) 6,184                  

Change in fair value of contingent consideration 567                        -                        -                        567                    

Amortization of intangible assets 580                        -                        -                        580                    

Foreign exchange (gain) loss 865                        -                        -                        865                    

Other (income) expense (5)                          -                        -                        (5)                      

Net Income (Loss) before tax (1,773)                    8,398                  (1,479)                 5,146                  

Income taxes 63                          -                        -                        63                      

Net Income (Loss) (1,836)$                   8,398$                (1,479)$               5,083$                

Weighted Average number of shares outstanding (000's)

Basic 23,933                

Fully Diluted 26,194                

Earnings Per Share

Basic 0.21$                  

Fully Diluted 0.19$                   

 



Concordia Healthcare Corp. 
PRO FORMA CONSOLIDATED INCOME STATEMENT 
(Unaudited – prepared by management) 
For the year ended December 31, 2013 
(Stated in thousands of U.S. Dollars) 

 

 
Concordia 

Healthcare Corp
Donnatal

Pro Forma 
Adjustments

Reference
Pro Forma 

Consolidated

Revenue 40,447$              49,792$              -$                      90,239$              

Cost of sales 8,338                  2,254                  -                        10,592                
Gross profit 32,109                47,538                -                        79,647                

Operating expenses

General and administrative 8,476                  3,795                  -                        12,271                

Selling and marketing 2,464                  3,427                  -                        5,891                  

Research and development -                        897                    -                        897                    

Share-based compensation 1,070                  -                        -                        1,070                  

Exchange listing expenses 2,404                  -                        -                        2,404                  

Business acquisition related costs 3,692                  -                        7,883                  3(d) 11,575                

Depreciation expense 18                      259                    -                        277                    

Total operating expenses 18,124                8,378                  7,883                  34,385                

Operating income 13,985                39,160                (7,883)                 45,262                

Other income and expense
Interest and accretion expense (income) 6,382                  -                        5,972                  3(e) 12,354                

Change in fair value of derivative warrants 4,648                  -                        -                        4,648                  

Amortization of intangible assets 120                    -                        -                        120                    

Foreign exchange (gain) loss 129                    -                        -                        129                    

Other (income) expense (150)                   -                        -                        (150)                   

Net Income (Loss) before tax 2,856                  39,160                (13,855)               28,161                

Income taxes 425                    -                        -                        425                    

Net Income (Loss) 2,431$                39,160$              (13,855)$             27,736$              

Weighted Average number of shares outstanding (000's)

Basic 10,938                

Fully Diluted 11,038                

Earnings Per Share
Basic 2.54$                  

Fully Diluted 2.51$                   

 

 

 



Concordia Healthcare Corp. 
NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS 
(Unaudited – prepared by management) 
 
 

 

1. ACQUISITION OF DONNATAL® 
 
Concordia Healthcare Corp. (“Concordia” or the “Company”) is a diverse healthcare company focused on legacy 
pharmaceutical products, orphan drugs, and medical devices for the diabetic population. The Company’s Legacy 
Drugs division consists of an ADHD-treatment drug, Kapvay® (clonidine extended release tablets), Ulesfia® 
(benzyl alcohol) Lotion, a Head Lice Treatment, and an Asthma-related medication, Orapred ODT® (prednisolone 
sodium phosphate orally disintegrating tablets). Concordia’s Specialty Healthcare Distribution (“SHD”) division 
distributes medical supplies targeting diabetes and related conditions. Concordia’s orphan drugs division, Pinnacle, 
markets Photofrin® in the United States. 
 
On May 15, 2014, Concordia Pharmaceuticals Inc. (“CPI”), a wholly-owned subsidiary of the Company, completed 
the purchase of Donnatal®, pursuant to the terms and conditions of a definitive agreement announced previously 
and entered into on March 19, 2014, from a privately held specialty pharmaceutical company carrying on business 
as Revive Pharmaceuticals (“Revive Pharmaceuticals”).  Donnatal® will be added to the Company’s Legacy 
Drugs division.  
 
Donnatal®, an adjunctive therapy in the treatment of irritable bowel syndrome (“IBS”) and acute enterocolitis, is 
available in two formulations: immediate release Donnatal® Tablets, and immediate release Donnatal® Elixir, a fast 
acting liquid.  For decades, Donnatal® has delivered gentle relief from the symptoms of IBS.  In addition to the 
drug, the Company acquired the sales and marketing infrastructure related to the product.   
 
The Company acquired Donnatal® for total consideration of US$329,151,334 comprised of US$200,000,000 in 
cash and an aggregate of 4,605,833 common shares of the Company valued at US$129,151,334 based on the closing 
price of the Company’s stock on May 15, 2014 of CAD$30.50 per share converted to USD using the May 15, 2014 
Bank of Canada closing USD:CAD exchange rate of 1:1.0877. 
 
The Company paid for the cash component of the acquisition through a combination of available cash and debt 
financing.  In this respect, the Company entered into a secured credit facility having a principal amount of up to 
US$195 million, consisting of a US$170 million term loan and a US$25 million operating line (the “Credit 
Facility”) with GE Capital, Healthcare Financial Services and a syndicate of lenders.  The Credit Facility is secured 
by the assets of the Company and the assets of its material subsidiaries. 
 
2. BASIS OF PRESENTATION 
 
The unaudited pro forma consolidated financial statements of Concordia have been prepared by management in 
accordance with International Financial Reporting Standards for inclusion in the Business Acquisition Report dated 
June 9, 2014.  In the opinion of management, the pro forma consolidated financial statements include all 
adjustments necessary for fair presentation of the transactions as described above. 
 
The unaudited pro forma consolidated financial statements of the Company have been compiled from the following 
financial information: 
 

 Unaudited interim financial statements of Concordia for the three months ended March 31, 2014; 
 Audited financial statements of Concordia for the year ended December 31, 2013; 
 Audited carve out financial statements of Donnatal® for the year ended December 31, 2013 and unaudited 

carve out financial statements of Donnatal® for the three months ended March 31, 2014. 
  

The conversion of Donnatal’s financial statement from US GAAP to IFRS has no material impact.   
 
The unaudited pro forma consolidated balance sheet has been prepared as if the transactions described in Note 1 had 
occurred on March 31, 2014.  The unaudited pro forma consolidated income statements have been prepared as if the 
transactions described in Note 1 had occurred on January 1, 2013. 
 



  

 

The unaudited pro forma consolidated financial statements are not intended to reflect the financial position or 
performance of the Company which would have actually resulted had the proposed transactions described in Note 1 
and other pro forma adjustments occurred as assumed. Further, these unaudited pro forma consolidated financial 
statements are not necessarily indicative of the financial position or performance that may be attained in the future.  
The unaudited pro forma consolidated financial statements should be read in conjunction with the financial 
information referred to above. 
 

3. PRO FORMA CONSOLIDATED ADJUSTMENTS 

The unaudited pro forma consolidated financial statements incorporate the following assumptions: 

(a) Completion of the purchase of Donnatal® will be as follows:  
 
Net Assets Acquired

Inventory 1,806$            

Prepaid expenses and deposits 630                 

Unallocated Goodwill and Intangibles 326,715          

Total 329,151$        

Consideration Comprised of:

Cash 35,500$          

Debt:

Term Loan A - short term 8,500              

Term Loan A - long term 161,500          

Less: Debt Issuance Costs (5,500)             

Total Debt net of issuance costs 164,500          

Equity Issued 129,151          

Total Consideration 329,151$         
 

The above allocation of the purchase price is preliminary.  The Company continues to assess and review the 
fair values of the net assets acquired.  Since the Company continues to finalize the valuation of assets 
acquired and liabilities assumed at the date of the acquisition, the allocation of the purchase price could 
vary significantly from the amounts used in these unaudited pro forma consolidated financial statements.   
 
As part of the above allocation of the purchase price, the net equity balance in the equity section of the 
Donnatal pro forma balance sheet as at March 31, 2014 of $3,331 has been eliminated. 

(b) The unaudited pro forma consolidated financial statements have been adjusted to eliminate the 
following assets and liabilities not acquired as part of the acquisition: 
 
Net Assets not acquired

Accounts receivable 7,575$            

Fixed assets 829                 

Accounts payable (390)                

Accrued liabilities (1,425)             

Provisions (6,071)             

Total net assets not acquired 518$                
 



  

 

(c) The unaudited pro forma consolidated income statement for the three months ended March 31, 2014 
includes an adjustment to increase interest and accretion expense by $1,479 to reflect the impact of the 
additional debt in the form of the Term Loan A, as described in Note 3(a), incurred by the Company to 
finance the acquisition of Donnatal®.   

(d) The unaudited pro forma consolidated income statement for the year ended December 31, 2013 
includes an adjustment to increase business acquisition related costs by $7,883 representing the 
estimated advisory, consulting and legal costs incurred by the Company related to the acquisition of 
Donnatal®.  

(e) The unaudited pro forma consolidated income statement for the year ended December 31, 2013 
includes an adjustment to increase interest and accretion expense by $5,972 to reflect the impact of the 
additional debt in the form of the Term Loan A, as described in Note 3(a), incurred by the Company to 
finance the acquisition of Donnatal®.   

 


