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CPH-TSX 

Rating: BUY 

Target:  $2.25ↆ (was $2.50) 

Price: $1.35 

Return: 67% 

Valuation:  6x EPS, 4x EBITDA (F2022 

estimates) 

 

Branded Absorica Sales Still Contributes Positively to 

Our EBITDA Projections Despite New Generic 

Competition 

 

Israel-based generic drug development giant Teva Pharmaceuticals (TEVA-NY, NR) 

announced the launch of a generic Absorica (CIP-isotretinoin) formulation, with its 

suite of dosage strengths (10mg-to-40mg) spanning the same dosage range at 

which Absorica is itself approved and available. Teva’s generic Absorica was FDA-

approved in late Mar/21. Cipher’s branded Absorica, FDA-approved since FQ412, 

has been marketed since then in collaboration with US marketing partner Sun 

Pharma (524715-BOM, NR), generating cumulative royalty revenue & EBITDA for 

Cipher since launch of US$135.0M 

 

Timelines to generic Absorica launch by Teva were long ago established and thus 

not hugely surprising to us that a generic launch was forthcoming. We are not at all 

surprised that a generic Absorica formulation is now available, or that Teva is the 

drug developer that was the first to launch such a formulation. Recall that Teva 

acquired the generic drug franchise from another generic drug developer, NJ-based 

Actavis, back in Aug/16 and some months after Actavis was acquired by another 

global specialty pharmaceutical firm Allergan in Q115 (Allergan was itself acquired 

by AbbVie (ABBV-NY, NR) last year). 

 

Interestingly though, the timelines to generic Absorica launch in Q221 extend beyond 

the timeline at which Teva was legally entitled to launch a generic Absorica 

formulation, which was in Dec/20 as negotiated in a legal settlement back in Oct/15. 

Teva (then Actavis) announced that it submitted an abbreviated new drug application 

(ANDA) for Absorica back in Sep/13, eight years before the firm’s core patents were 

scheduled to expire. Cipher’s core Absorica patents, licensed from Puerto Rico-

based drug development partner Galephar PR, notably its original US#7,437,427 

entitled Pharmaceutical Semi-Solid Composition of Isotretinoin filed in Sept/01, 

expired in Sep/21 anyway. Accordingly, it has long been our view that CPH has 

traded at discounted multiples to its peers (excluding the period during which US 

dermatology acquisition Innocutis negatively impacted EBITDA in F2015-to-F2017) 

in anticipation of forthcoming Absorica genericization, which has now transpired. 

 

Generic Absorica competition is mostly embedded into our CPH investment thesis, 

but with supplemental revenue downside that we now embed into our forecasts. 

Generic competition for any branded Rx formulation is never positive for any 

previously patent-protected therapy, but the extent to which Absorica could 

experience price/Rx compression awaits Teva’s pricing strategy in comparison to 

Absorica itself and its own generic isotretinoin Claravis. Teva did not provide any 

details on how it expects to price generic Absorica in comparison to Cipher/Sun’s 

branded Absorica. Nor on its own generic isotretinoin formulation Claravis that enjoys 

considerable generic US market share already in comparison to Mylan’s (now part of 

Viatris; VTRS-Q, NR) Amnesteem or to Douglas Pharmaceuticals’ (Private) Myorisan. 

Our model assumes that Dr. Reddy’s (RDY-NY, NR) Zenatane and Sun’s own 

alternative isotretinoin formulation Sotret generate minimal sales. 
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It seems reasonable to assume that Teva’s generic Absorica will be priced at a measurable discount to Sun’s branded Absorica. 

Pricing will probably at a premium to Claravis since it does not have an absence-of-food-effect on oral bioavailability that Absorica 

(and presumably its generic formulation) has. We will revise our projections accordingly. 

Cipher does have some defensive responses to Absorica genericization. Cipher and its US marketing partner Sun 

Pharmaceuticals launched an alternative once-daily isotretinoin formulation, Absorica LD, last year. We expect this formulation 

to advance unimpeded by generic Absorica availability, although it seems likely that some brand ambiguity in the US market is 

likely to benefit Teva’s generic Absorica formulation over Absorica LD, at least in the short term. Our channel checks indicate 

that Sun will separately launch an authorized generic Absorica formulation itself, presumably at all of the dosage strengths for 

which Absorica is already approved, and this product line should stabilize Absorica’s share of the overall US isotretinoin market, 

though at lower levels that it currently enjoys and likely at discounted pricing. 

Exhibit 1. Income Statement and Financial Forecasts for Cipher Pharmaceuticals 

  

Source: Historical Data – Cipher Pharmaceuticals; Forecasts/Estimates – Leede Jones Gable 

There is no denying that availability of Teva’s generic Absorica will compress our F2021-to-F2023 Absorica royalty revenue 

projections and we will revise our projections accordingly.  But importantly, we see multiple ways in which Cipher/Sun can 

stabilize Absorica net US sales at a level that still generates positive free cash flow for Cipher throughout our forecast period. 

Canadian Epuris sales should be unimpeded by the US generic launch, and this CIP-isotretinoin brand continues to exhibit 

dominant market share (40% on gross sales of US$2.1M in FQ420). 

 

Fiscal year-end Dec 31

(US$000, except EPS) 2014A 2015A 2016A 2017A 2018A 2019A 2020A 2021E 2022E 2023E

US, royalty revenue

Royalty rev, ConZip/Durela 1,909 1,658 1,940 1,072 552 600 500 442 482 482

Royalty rev, Lipofen 5,072 4,561 4,375 3,842 2,378 2,312 2,400 2,063 1,907 1,944

Royalty rev, Absorica 18,575 19,627 17,620 30,127 12,942 11,300 9,929 8,452 7,553 7,704

Canada, direct Rx sales

Revenue, Epuris 1,868 2,743 3,700 4,646 5,813 7,300 8,100 8,389 8,389 8,389

Revenue, Vaniqa/Actikerall/ 

Beteflam/other

0 452 400 633 1,064 939 678 770 936 1,137

Milestone payment recog 1,800 1,700 1,620 0 0 0 0 0 0 0

Innocutis, Sitavig US 0 1,675 4,175 0 0 0 0 0 0 0

Innocutis, Sitavig Cda 0 0 0 0 0 0 0 0 0 0

Innocutis, Nuvail/Bionect 0 3,652 6,910 0 0 0 0 0 0 0

Total revenue $29,224 $30,740 $29,655 $40,320 $22,749 $22,451 $21,607 $20,116 $19,267 $19,656 

Revenue growth (%) 12.4% 5.2% (3.5%) 36.0% (43.6%) (1.3%) (3.8%) (6.9%) (4.2%) 2.0% 

Operational expenses 9,416 24,059 35,372 13,774 15,984 9,822 8,116 8,511 8,511 8,511

EBITDA $19,808 $6,681 ($5,717) $26,546 $6,765 $12,629 $13,491 $11,604 $10,755 $11,145 

EBITDA growth (%) 4.5% (66.3%) NA NA (74.5%) 86.7% 6.8% (14.0%) (7.3%) 3.6% 

EBITDA margin (%) 67.8% 21.7% NA 65.8% 29.7% 56.3% 62.4% 57.7% 55.8% 56.7% 

Non-operating expenses $1,883 $6,633 $36,022 $1,271 $3,379 $4,570 $6,598 $1,160 $1,160 $1,160 

Net interest exp (income) ($441) $3,453 $7,723 $5,292 $712 $786 $291 ($20) ($20) ($20)

Tax expense, exc tax loss 

carry-forward

($380) ($2,916) $1,492 $3,518 $1,922 $3,071 $2,150 $2,601 $2,389 $2,486 

Net income, fully-taxed $18,746 ($1,634) ($50,234) $10,747 $1,201 $2,639 $4,386 $7,803 $7,166 $7,459 

Fully-taxed EPS (basic) $0.74 ($0.06) ($1.92) $0.40 $0.04 $0.10 $0.16 $0.29 $0.27 $0.28 

Fully-taxed EPS (fd) $0.70 ($0.06) ($1.82) $0.39 $0.04 $0.10 $0.16 $0.28 $0.25 $0.26 

P/E (basic) 1.8x NA NA 3.3x 30.1x 13.8x 8.3x 4.7x 5.1x 4.9x 

EV/EBITDA 1.4x 4.1x NA 1.0x 4.0x 2.2x 2.0x 2.4x 2.5x 2.4x 



Cipher Pharmaceuticals Inc.  | CPH-TSX April 30, 2021 

  

 

 Douglas W. Loe, PhD MBA | Managing Director & Analyst | dloe@leedejonesgable.com | 416.365.9924 Page 3 

 

Absorica’s superior bioavailability is well-documented in the medical literature, and it is thus plausible to assume that Rx market 

share could climb in the US with more generic-like pricing. We reflect positively on Cipher’s success with marketing Epuris 

regionally in Canada. This is not just because of its revenue/EBITDA contribution to historic income statement data, but also for 

how it indicates to us that Epuris’ superior bioavailability profile is well received by dermatologists for the medical benefits that 

this confers. The drug does not need to be co-administered with food in order for isotretinoin to be absorbed in the GI tract, as 

other isotretinoin formulations do, and this is documented in the medical literature as we described before. This does resonate 

with dermatologists and those suffering from cystic acne, at least when other variables are equal. For context, Epuris is priced 

comparably to other isotretinoin formulations sold in Canada, mainly Mylan/Viatris’ (VTRS-Q, NR) Clarus (which we assume is 

Amnesteem by another name) and Roche’s (ROG-SW, NR) original branded Accutane formulation. Accordingly, we believe that 

Absorica can cumulatively sustain market share at or near Cipher/Sun’s current prescription volume level of 7-10%, and perhaps 

even higher if some price erosion transpires during Teva’s generic Absorica launch.  

Eliminating LT debt and interest expense in FQ420 should generate free cash that we expect to offset and exceed any Absorica 

US royalty revenue erosion. As we described in our FQ420 update, Cipher has now eliminated all legacy LT debt. And so, 

quarterly free cash flow should increase by the magnitude of interest expense and debt repayment that in FQ420 alone were 

US$1.7M and cumulatively since FQ215 were US$45M. The principal, now repaid in full, was on debt incurred to fund the 

aforementioned Innocutis acquisition. Cumulative interest expense was US$19.0M (also since FQ215). We do not expect 

Absorica royalty revenue compression to exceed the magnitude of legacy quarterly interest expense that will no longer need to 

be paid. 

Exhibit 2. Valuation Scenarios for Cipher Pharmaceuticals 

 

Source: Forecasts/Estimates – Leede Jones Gable 

Teva’s generic Absorica launch was expected, but still, we believe that our previous forecasts underestimated impact on 

branded Absorica market share and pricing that new generic competition could create. On reflection, we believe that our 

previous Absorica royalty revenue forecasts that had assumed stable Rx market share at/near 6% during F2021-to-F2023 is 

aggressive upon considering Teva’s generic Absorica launch, and we now will assume 4.5%-to-5.0% market share, with some 

seasonality (higher sales during FQ2-FQ3) and pricing compression in parallel.  In so doing, we now project F2021 Absorica 

royalty revenue of US$8.5M (was US$11.2M), and then stabilizing at US$7.6M-US$7.7M in F2022/23 respectively, as shown 

in Exhibit 1. 

Our Absorica royalty revenue projections include both Absorica as CIP-isotretinoin and Sun’s newly-launched Absorica LD.  We 

would be overstating the point to suggest that Sun still features Absorica LD in its own investor presentations, but the LD launch 

in Feb/20 does get sporadic mention in Sun’s Feb/21 investor presentation. We see this as an encouraging signal that the firm 

expects to support Absorica/LD even while generic headwinds ensue. EBITDA margin on Cipher’s core Galephar-partnered US 

royalty operations also include triglyceride-lowering CIP-fenofibrate formulation Lipofen and are of course not influenced by any 

gross margin or operating costs. And we expect EBITDA margin to remain above 50% and thus still above industry peers. 

We remind investors that Cipher still holds substantial tax losses through its acquisition of Correvio’s (now part of Advanz 

Pharma; private) tax losses along with its Canadian injectible acute care portfolio that is now partnered with regional private 

specialty pharmaceutical firm Verity Pharma. Accordingly, our EPS forecasts and free cash flow projections should be 

Price/earnings multiple, F2022 2x 4x 5x 6x 7x 8x 10x

Implied share price 1 $0.53 $1.06 $1.33 $1.59 $1.86 $2.12 $2.66

EV/EBITDA multiple, F2022 1x 2x 3x 4x 5x 6x 7x

Implied share price 1 $0.74 $0.94 $1.54 $1.94 $2.33 $2.73 $3.13

One-year Cipher target price (US$) $1.76

One-year Cipher target price (C$) $2.17

2 Based on 6x EPS, 4x EV/EBITDA (F2022), FQ420 cash of US$9.1M and no LT debt; PT 

assumes a USD:CAD exchange rate of 1.27x

1 Based on F2022 adj EBITDA forecast of US$10.8M, F2022 adj EPS of US$0.27, fd S/O 27.9M
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unencumbered by cash taxes throughout our forecast period (cumulative tax losses at the time of the transaction and up to 

FQ118 were US$392.8M.   

Exhibit 3. Comparable Companies for Cipher Pharmaceuticals 

 

Source: Consensus Data – Refinitiv, Table Developed by Leede Jones Gable 

On the milestone watch, we are tracking clinical progress on at least two partnered specialty assets in Cipher’s pipeline, including 

Moberg’s (MOB-STO, NR) topical onychomycosis drug MOB-015 and Can-Fite’s (CANF-TLV, NR) psoriasis drug 

piclodenoson/CF-101, both in Phase III testing. Starting with MOB-015, Moberg was confident in its last financial update that it 

could submit regulatory documents to the US FDA by end-of-year and thus potentially receive US FDA approval by early F2023 

and launch the drug later that year.  Cipher holds Canadian marketing rights to the drug and so would need to submit its own 

NDS documentation to Health Canada, which would shift forward its own timelines to regional approval and launch by at least 

two quarters. Mycological cure rates have been uniformly positive in Phase III testing, both in absolute terms in comparison to 

placebo and in comparison to an active control, the antifungal drug ciclopirox. 

For piclodenoson/CF-101, a 525-patient Phase III plaque psoriasis trial is ongoing and on pace to generate 52-week impact on 

PASI 75 score by end-of-FQ421.  As with MOB-015, Cipher holds Canadian marketing rights for this drug, and for all indications 

and not just for psoriasis.  Indeed, the firm separately out-licensed piclidenoson marketing rights in central/eastern Europe to 

regional pharma firm Ewopharma in a deal valuing piclidenoson/psoriasis, in combination with an analogous drug 

namodenoson/liver disease, at US$42.7M, plus 17.5% royalty on future sales in that geography.  The new Ewopharma (private) 

alliance does not of course ensure imminent Phase III success, but we are nonetheless encouraged that another specialty 

pharmaceutical firm sees the value in CF-101 that we do.  But as with MOB-015, CF-101 is not yet embedded into our financial 

forecasts, though it could impact our F2023 forecasts if positive plaque psoriasis data are generated in the next 2-3 quarters. 

Shrs Share Mkt Ent.

Filing Out. Price Cap Value

Company Curr. Sym. (M) 29-Apr (C$M) (C$M) (T12M) (2021E) (2022E) (T12M) (2021E) (2022E)

Profitable Canadian healthcare firms

Akumin USD AKU.U 70.2 $3.78 265 715 8.5x 8.0x 6.8x NA 6.3x 5.5x

Bausch Health USD BHC 355.7 $32.70 11,630 42,975 10.8x 10.0x 9.5x NA 7.3x 6.6x

BioSyent CAD RX 12.9 $7.70 100 76 13.4x 10.7x 8.9x 26.4x 20.3x 17.7x

CareRx CAD CRRX 30.2 $6.67 202 268 26.1x 12.6x 9.9x NA NA 54.8x

Chartwell REIT CAD CSH.U 215.8 $9.36 2,020 5,100 19.5x 18.6x 17.4x NA NA NA

Extendicare REIT CAD EXE 89.6 $7.79 698 1,082 25.8x 12.6x 10.8x 16.4x 27.3x 21.6x

HLS Therapeutics USD HLS 32.0 $18.94 606 711 26.5x 18.2x 9.3x NA NA 44.7x

K-Bro Linen CAD KBL 10.7 $45.69 488 572 18.2x 13.7x 10.9x NA 40.6x 22.7x

Knight Therapeutics CAD GUD 126.5 $5.39 682 327 29.3x 14.8x 9.3x 16.7x NA NA 

Medexus CAD MDP 14.5 $7.54 109 162 9.5x 10.7x 6.2x NA NA 42.7x

Medical Facilities 1 USD DR 31.1 $7.34 228 461 5.2x 4.7x 4.5x 21.6x 13.3x 21.0x

Mimi's Rock #N/A MIMI 52.5 $0.43 23 41 NA 6.0x 5.1x NA 5.4x 4.5x

Northwest Healthcare CAD NWH.U 193.8 $13.08 2,535 6,077 23.6x 20.1x 18.9x 7.4x 20.4x 11.7x

Protech Home Medical USD PTQ 119.7 $2.06 247 253 4.6x 10.0x 8.2x NA 45.0x 20.7x

Sienna Senior Living CAD SIA 67.0 $14.67 983 1,920 15.3x 17.6x 15.7x NA NA NA 

Viemed USD VMD 39.2 $12.12 475 449 10.4x 12.7x 10.3x 14.9x 48.5x 32.4x

Average 16.4x 12.6x 10.1x 17.3x 23.5x 23.6x

Profitable specialty pharmaceutical f irms

AbbVie USD ABBV 1764.8 $110.89 195,702 335,584 NA 9.3x 8.6x 40.6x 8.9x 8.0x

Fresenius EUR FREG 557.5 €39.92 33,114 83,421 7.5x 7.9x 7.2x 13.0x 12.3x 10.8x

Bausch Health USD BHC 355.7 $32.70 11,630 42,975 10.8x 10.0x 9.5x NA 7.3x 6.6x

BioSyent CAD RX 12.9 $7.70 100 76 13.4x 10.7x 8.9x 26.4x 20.3x 17.7x

Cardinal Health USD CAH 293.7 $60.66 17,814 25,557 7.3x 7.2x 6.9x 12.9x 10.1x 9.7x

Dr. Reddy Labs INR 500124 165.7 Rp5,101 14,008 14,160 18.3x 18.6x 15.8x 31.7x 33.4x 26.3x

Endo Health Solutions USD ENDO 230.5 $5.89 1,358 10,425 6.6x 6.7x 7.0x 11.3x 2.8x 2.8x

Gilead Sciences USD GILD 1259.1 $63.84 80,378 128,182 16.4x 7.8x 8.7x NA 8.9x 9.5x

Horizon Therapeutics USD HZNP 224.1 $94.70 21,220 24,734 23.8x 19.0x 13.9x 53.9x 26.1x 18.7x

Jazz Pharmaceuticals USD JAZZ 56.9 $165.75 9,430 11,532 11.4x 7.7x 7.0x 38.5x 10.1x 9.3x

Perrigo USD PRGO 133.6 $42.04 5,615 10,483 9.6x 12.4x 11.6x NA 16.1x 14.7x

Sun Pharma/Ranbaxy INR 524715 2399.3 Rp645 25,626 26,251 19.0x 18.6x 17.0x NA 25.8x 25.2x

Teva Pharmaceuticals USD TEVA 1102.3 $10.64 11,729 43,846 7.7x 7.1x 6.9x NA 4.1x 3.9x

United Therapeutics USD UTHR 44.5 $204.24 9,098 9,900 12.1x 11.0x 10.2x 17.5x 15.9x 14.1x

Average 12.6x 11.0x 9.9x 27.3x 14.4x 12.7x 

Cipher Pharmaceuticals 
1

USD CPH 26.9 $1.10 30 #N/A NA NA NA 6.8x 4.8x 3.6x 

1 Share price converted to USD for stocks reporting financial data in USD but for which share value is reported in CAD

EV/EBITDA Price/Earnings
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Exhibit 4. Historic Product Sales and Sales Forecasts for Cipher Pharmaceuticals, F2020A-F2021E 

 

Source: Historic Financial Data – Cipher Pharmaceuticals, Forecasts/Estimates – Leede Jones Gable 

On other pipeline opportunities, Cipher stated on prior conference calls that it is examining the market prospects for an eczema 

therapy that we believe, like Absorica/CIP-isotretinoin, is a retinoic acid derivative and thus could be amenable to a Lidose-

based reformulation to enhance bioavailability. The firm has not publicly stated what this pipeline candidate is, but if we are 

correct in assuming that it is an already-approved retinoid, it could be alitretinoin (9-cis-retinoic acid; isotretinoin is 13-cis-retinoic 

acid) which was developed and approved in 1999 by Ligand Pharmaceuticals (LGND-Q, NR) for treating Kaposi’s sarcoma. And 

coincidentally, it was once sold in the US as Panretin by Correvio acquirer Advanz Pharma (Private), though it is no longer in 

Year-end December 31

(US$000, except per share data) 1Q-20 2Q-20 3Q-20 4Q-20 1Q-21E 2Q-21E 3Q-21E 4Q-21E 2020A 2021E

Galephar-partnered CIP-formulated Rx products forecasts

CIP-Fenofibrate (Lipofen)

Market size (all forms), annual prescription data 573,819 573,819 573,819 573,819 602,510 602,510 602,510 602,510 2,295,275 2,410,039

ASP per annual course of therapy (160 mg strength) $361 $361 $361 $361 $361 $361 $361 $361 $361 $361 

Market size, by total sales at generic pricing (US$000) $207,349 $207,349 $207,349 $207,349 $217,717 $217,717 $217,717 $217,717 $829,398 $870,868 

Estimated Lipofen market share by revenue, US (%) 2.98% 2.98% 3.50% 3.40% 3.00% 3.00% 2.90% 2.80% 2.89% 2.63% 

Gross Lipofen sales (US$000) $6,173 $6,173 $7,259 $7,052 $6,532 $6,532 $6,314 $6,096 $26,657 $25,473 

Less: Direct costs (assume 10% gross sales) ($617) ($617) ($726) ($705) ($653) ($653) ($631) ($610) ($2,666) ($2,547)

Royalty from Kowa Pharmaceuticals 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 

Net Lipofen royalty revenue (US$000) $500 $500 $588 $571 $529 $529 $511 $494 $2,159 $2,063 

CIP-Tramadol (ConZip, US)

Annual once-daily Tramadol sales (US$000) $23,718 $23,718 $23,718 $23,718 $23,718 $23,718 $23,718 $23,718 $94,872 $94,872 

Estimated ConZip market share, US (%) 3.90% 11.71% 0.00% 3.00% 4.00% 6.00% 6.00% 6.00% 4.26% 5.5% 

Gross ConZip sales (US$000) $926 $2,778 $0 $712 $949 $1,423 $1,423 $1,423 $4,416 $5,218 

Less: Direct costs (assume 10% gross sales) ($93) ($278) ($0) ($71) ($95) ($142) ($142) ($142) ($442) ($522)

Royalty from Vertical/Osmotica Pharmaceuticals 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 

ConZip royalty revenue (US$000) $50 $150 $0 $43 $57 $85 $85 $85 $243 $313 

ConZip royalty revenue (C$000) $64 $191 $0 $54 $72 $109 $109 $109 $309 $398 

CIP-Tramadol (Durela, Canada)

Annual once-daily Tramadol sales (C$000) $6,618 $6,618 $6,618 $6,618 $6,618 $6,618 $6,618 $6,618 $26,472 $26,472 

Estimated Durela market share by revenue, Cda (%) 6.72% 20.15% 0.00% 3.00% 4.00% 6.00% 6.00% 6.00% 7.47% 5.5% 

Gross Durela sales (US$000) $444 $1,333 $0 $199 $265 $397 $397 $397 $1,976 $1,456 

Less: Direct costs (assume 10% gross sales) ($44) ($133) ($0) ($20) ($26) ($40) ($40) ($40) ($198) ($146)

Royalty from Medical Futures/Aralez Pharmaceuticals 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 

Durela royalty revenue (C$000) $50 $150 $0 $22 $30 $45 $45 $45 $222 $164 

Durela royalty revenue (US$000) $50 $150 $0 $18 $23 $35 $35 $35 $218 $129 

CIP-Isotretinoin (Epuris, Canada)

Annual generic isotretinoin sales (US$000) $6,387 $6,387 $6,387 $6,387 $6,387 $6,387 $6,387 $6,387 $25,546 $25,546 

Estimated Absorica market share by revenue, Canada (%) 50.69% 40.68% 38.76% 44.30% 35.00% 36.00% 35.00% 36.00% 43.6% 35.5% 

Gross CIP-isotretinoin sales, Canada (US$000) $2,531 $2,031 $1,935 $2,211 $2,235 $2,299 $2,235 $2,299 $8,708 $9,069 

Less: assumed royalty to Galephar ($190) ($152) ($145) ($166) ($168) ($172) ($168) ($172) ($653) ($680)

Galephar royalty 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 

Net CIP-Isotretinoin revenue (US$000) $2,354 $1,889 $1,800 $2,057 $2,068 $2,127 $2,068 $2,127 $8,100 $8,389 

CIP-Isotretinoin (Absorica, US)

Annual generic isotretinoin sales (US$000) $224,621 $156,973 $188,139 $264,495 $229,114 $229,114 $229,114 $229,114 $834,228 $916,455 

Estimated Absorica market share, US (%) 6.00% 6.00% 6.00% 5.50% 6.00% 5.00% 5.00% 4.50% 5.88% 5.1% 

Pricing escalation factor for branded isotretinoin 2.5x 2.5x 2.5x 2.5x 2.5x 2.1x 2.1x 2.1x 2.1x 2.1x 

Gross Absorica sales (US$000) $33,901 $23,691 $28,395 $36,593 $34,579 $24,057 $24,057 $21,651 $122,580 $104,344 

Less: Direct costs (assume 10% gross sales) ($3,390) ($2,369) ($2,840) ($3,659) ($3,458) ($2,406) ($2,406) ($2,165) ($12,258) ($10,434)

Royalty from Ranbaxy Laboratories/Sun Pharma 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 

Absorica royalty revenue (US$000) $2,746 $1,919 $2,300 $2,964 $2,801 $1,949 $1,949 $1,754 $9,929 $8,452 

Total CIP product/royalty revenue (US$000) $5,700 $4,608 $4,688 $5,652 $5,478 $4,725 $4,648 $4,495 $20,648 $19,346 

Other sales (Vaniqa, Actikerall, Aggrastat, 

Brinavess, Beteflam) (US$000)

$200 $100 $162 $216 $179 $188 $197 $207 $678 $770 

Total licensed product/royalty revenue (US$000) $200 $100 $162 $216 $179 $188 $197 $207 $9,929 $8,452 

Total product/royalty revenue (US$00) $5,900 $4,708 $4,850 $5,868 $5,657 $4,912 $4,845 $4,702 $21,326 $20,116 

US$:C$ exchange rate 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 
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Advanz’s commercial portfolio. But in Canada, it has been sold as an oral capsule form since 2011, marketed by GlaxoSmithKline 

(GSK-L, NR; originally by Stiefel Laboratories, which Glaxo acquired in 2009) as Toctino.  We will watch for an update on how 

this initiative is evolving, probably with Galephar collaborating on formulation and manufacturing, perhaps as soon as Cipher’s 

FQ121 update next month. 

Exhibit 5. Product Sales Forecasts for Cipher Pharmaceuticals, F2022E-F2023E 

 

Source: Forecasts/Estimates – Leede Jones Gable 

  

Year-end December 31

(US$000, except per share data) 1Q-22E 2Q-22E 3Q-22E 4Q-22E 1Q-23E 2Q-23E 3Q-23E 4Q-23E 2022E 2023E

Galephar-partnered CIP-formulated Rx products forecasts

CIP-Fenofibrate (Lipofen)

Market size (all forms), annual prescription data 632,635 632,635 632,635 632,635 664,267 664,267 664,267 664,267 2,530,541 2,657,068

ASP per annual course of therapy (160 mg strength) $361 $361 $361 $361 $361 $361 $361 $361 $361 $361 

Market size, by total sales at generic pricing (US$000) $228,603 $228,603 $228,603 $228,603 $240,033 $240,033 $240,033 $240,033 $914,411 $960,132 

Estimated Lipofen market share by revenue, US (%) 2.70% 2.60% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.32% 2.25% 

Gross Lipofen sales (US$000) $6,172 $5,944 $5,715 $5,715 $6,001 $6,001 $6,001 $6,001 $23,546 $24,003 

Less: Direct costs (assume 10% gross sales) ($617) ($594) ($572) ($572) ($600) ($600) ($600) ($600) ($2,355) ($2,400)

Royalty from Kowa Pharmaceuticals 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 

Net Lipofen royalty revenue (US$000) $500 $481 $463 $463 $486 $486 $486 $486 $1,907 $1,944 

CIP-Tramadol (ConZip, US)

Annual once-daily Tramadol sales (US$000) $23,718 $23,718 $23,718 $23,718 $23,718 $23,718 $23,718 $23,718 $94,872 $94,872 

Estimated ConZip market share, US (%) 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.0% 6.0% 

Gross ConZip sales (US$000) $1,423 $1,423 $1,423 $1,423 $1,423 $1,423 $1,423 $1,423 $5,692 $5,692 

Less: Direct costs (assume 10% gross sales) ($142) ($142) ($142) ($142) ($142) ($142) ($142) ($142) ($569) ($569)

Royalty from Vertical/Osmotica Pharmaceuticals 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 

ConZip royalty revenue (US$000) $85 $85 $85 $85 $85 $85 $85 $85 $342 $342 

ConZip royalty revenue (C$000) $109 $109 $109 $109 $109 $109 $109 $109 $435 $435 

CIP-Tramadol (Durela, Canada)

Annual once-daily Tramadol sales (C$000) $6,618 $6,618 $6,618 $6,618 $6,618 $6,618 $6,618 $6,618 $26,472 $26,472 

Estimated Durela market share by revenue, Cda (%) 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.0% 6.0% 

Gross Durela sales (US$000) $397 $397 $397 $397 $397 $397 $397 $397 $1,588 $1,588 

Less: Direct costs (assume 10% gross sales) ($40) ($40) ($40) ($40) ($40) ($40) ($40) ($40) ($159) ($159)

Royalty from Medical Futures/Aralez Pharmaceuticals 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 

Durela royalty revenue (C$000) $45 $45 $45 $45 $45 $45 $45 $45 $179 $179 

Durela royalty revenue (US$000) $35 $35 $35 $35 $35 $35 $35 $35 $140 $140 

CIP-Isotretinoin (Epuris, Canada)

Annual generic isotretinoin sales (US$000) $6,387 $6,387 $6,387 $6,387 $6,387 $6,387 $6,387 $6,387 $25,546 $25,546 

Estimated Absorica market share by revenue, Canada (%) 35.00% 36.00% 35.00% 36.00% 35.00% 36.00% 35.00% 36.00% 35.5% 35.5% 

Gross CIP-isotretinoin sales, Canada (US$000) $2,235 $2,299 $2,235 $2,299 $2,235 $2,299 $2,235 $2,299 $9,069 $9,069 

Less: assumed royalty to Galephar ($168) ($172) ($168) ($172) ($168) ($172) ($168) ($172) ($680) ($680)

Galephar royalty 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 

Net CIP-Isotretinoin revenue (US$000) $2,068 $2,127 $2,068 $2,127 $2,068 $2,127 $2,068 $2,127 $8,389 $8,389 

CIP-Isotretinoin (Absorica, US)

Annual generic isotretinoin sales (US$000) $233,696 $233,696 $233,696 $233,696 $238,370 $238,370 $238,370 $238,370 $934,784 $953,480 

Estimated Absorica market share, US (%) 4.50% 5.00% 5.00% 4.50% 4.50% 5.00% 5.00% 4.50% 4.8% 4.8% 

Pricing escalation factor for branded isotretinoin 2.1x 2.1x 2.1x 2.1x 2.1x 2.1x 2.1x 2.1x 2.1x 2.1x 

Gross Absorica sales (US$000) $22,084 $24,538 $24,538 $22,084 $22,526 $25,029 $25,029 $22,526 $93,245 $95,110 

Less: Direct costs (assume 10% gross sales) ($2,208) ($2,454) ($2,454) ($2,208) ($2,253) ($2,503) ($2,503) ($2,253) ($9,324) ($9,511)

Royalty from Ranbaxy Laboratories/Sun Pharma 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 

Absorica royalty revenue (US$000) $1,789 $1,988 $1,988 $1,789 $1,825 $2,027 $2,027 $1,825 $7,553 $7,704 

Total CIP product/royalty revenue (US$000) $4,477 $4,716 $4,639 $4,499 $4,499 $4,761 $4,702 $4,558 $18,331 $18,519 

Other sales (Vaniqa, Actikerall, Aggrastat, 

Brinavess, Beteflam) (US$000)

$217 $228 $239 $251 $264 $277 $291 $305 $936 $1,137 

Total licensed product/royalty revenue (US$000) $217 $228 $239 $251 $264 $277 $291 $305 $7,553 $7,704 

Total product/royalty revenue (US$00) $4,694 $4,944 $4,878 $4,750 $4,763 $5,038 $4,992 $4,863 $19,267 $19,656 

US$:C$ exchange rate 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 1.27x 
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Summary and valuation.  We continue to maintain our Speculative BUY rating, but with new generic Absorica competition now 

a reality and not just a possibility, we are slightly revising our US Absorica royalty revenue projections as described while revising 

our PT on CPH to $2.25 from $2.50 previously.   Our PT is based on multiples of our F2022 EPS/EBITDA (US$0.27 & US$10.8M, 

respectively; were US$0.37/US$14.6M, previously), and in parallel, we are simultaneously revising the multiples we ascribe to 

these projections (6x EPS, 4x EV/EBITDA from 5x/3x previously), an unconventional revision when considering the directionality 

of our forecast revisions to be sure, but one that still ascribes multiples to our CPH projections that are a sizable discount to 

those ascribed to Cipher’s specialty pharmaceutical peers (Exhibit 3). 

Our EV calculation still incorporates FQ420 cash of US$9.1M and no LT debt, while still incorporating fully-diluted S/O of 27.9M 

into our share-based projections.  New generic headwinds for Cipher’s flagship dermatology asset is a clear negative, it was not 

unsurprising based on Absorica’s legal/regulatory history and the drug’s brand equity should allow it to sustainably contribute to 

Cipher’s quarterly free cash flow.  Epuris as stated should be unimpeded by generic competition just because it is already priced 

at par to its existing Canadian generic peers, but its market share success does suggest to us that future generic competition 

in Canada is a future possibility that we will consider if/when it transpired. As before, our model does not overtly assume any 

new product in-licensing deals during our forecast period, but the firm’s ability to generate free cash for future in-licensing deals 

is no longer impeded by debt-related financial costs and new opportunities with legacy partner Galephar PR could be on the 

horizon.  At current levels, our PT corresponds to a one-year return of 67%. 
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Canadian Investor Protection Fund (CIPF). This document is not an offer to buy or sell or a solicitation of an offer to buy or sell 
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Rating Definitions 

Buy 
The security represents attractive relative value and is expected to appreciate significantly from the current 

price over the next 12 month time horizon. 

Speculative Buy The security is considered a BUY but carries an above-average level of risk. 

Hold 
The security represents fair value and no material appreciation is expected over the next 12 month time 

horizon. 

Sell The security represents poor value and is expected to depreciate over the next 12 month time horizon. 

Under Review The rating is temporarily placed under review until further information is disclosed. 

Tender 
Leede Jones Gable Inc. recommends that investors tender to an existing public offer for the securities in 

the absence of a superior competing offer. 

Not Rated Leede Jones Gable Inc. does not provide research coverage of the relevant issuer. 
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