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OPEN ORPHAN 

Poised for profitability 

ORPH has developed into a specialist pharmaceutical services group through the 
acquisitions of Venn Life Sciences (Venn LS) and hVIVO, to become a world leader 
in the testing of vaccines and anti-virals. The original strategy was to build a 
company generating sales of €40m-€50m within two years, which it looks set to 
achieve. The enlarged entity has a broad and complementary portfolio of services 
for its pharmaceutical customers and is on the cusp of reaching profitability. Cost 
savings and new contract wins should see ORPH turn profitable by the end of fiscal 
2020. COVID-19 has brought an unexpected opportunity for the company.  

► Strategy:  ORPH is a contract research organisation (CRO) offering specialist 
challenge tests to pharmaceutical/biotech companies for the development, 
among others, of new vaccines and anti-viral drugs. This positions it well for the 
emerging virus risk management stemming from the COVID-19 pandemic event.  

► Acquisitions:  The past 12 months have seen significant change, with the reverse 
merger into Venn (June 2019), followed by the acquisition of hVIVO, to create 
a broad and complementary offering to its enlarged customer base. Its 24-bed 
quarantine facility is best-in-class for vaccine and virus-related development. 

► Funded to profitability:  Both its challenge study activities and laboratory 
services divisions are close to covering the fixed and variable costs, i.e. on the 
cusp of breakeven, which is being accelerated through cost savings and new 
contracts. The recent funding (€14m) has provided the necessary working capital.  

► Risks:  OPRH is a fast-growing company with an ambitious management team. 
Despite the significant activities of the past 12 months, the company is likely to 
take further opportunities should they arise in the fragmented European CRO 
market. These are likely to require further share issues. 

► Investment summary:  ORPH has made great strides to deliver on its inorganic 
growth strategy to develop profitable CRO with a broad service offering. 
Forecasts reflect the expectations for the enlarged entity, but do not include 
anything for the COVID-19 challenge model opportunity, which could be 
substantial. Despite this, ORPH is set to report good profits in fiscal 2021. 

 

Financial summary and valuation 

Year-end Dec ORPH Venn LS hVIVO Pro forma   
(€m) 2019 2019 2019 2019 2020E 2021E 

Sales 3.84 15.09 8.45 25.66 32.00 45.00 
COGS - - - -21.50 -22.00 -27.00 
Operating costs -9.07 - - -13.99 -12.70 -11.50 
EBITDA -4.43 -5.05 -3.79 -10.13 -0.80 8.32 
Underlying EBIT -5.15 -6.47 -5.89 -14.25 -3.00 6.20 
Reported EBIT -6.22 - -6.87 -16.30 -3.00 6.20 
Underlying PBT -5.55 - -5.99 -14.47 -3.09 7.10 
Statutory PBT -6.62 - -6.97 -16.52 -3.09 7.10 
Underlying EPS (¢) -3.31 - - -2.72 -0.52 1.07 
Statutory EPS (¢) -3.96 - - -3.10 -0.52 1.07 
Net cash/(debt) -2.46 - - -0.18 15.91 21.92 
Equity issues 5.36 - - 5.36 20.40 0.00 

 

Source: Hardman & Co Life Sciences Research 
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Market data 

EPIC/TKR ORPH 

Price (p) 12.0  

12m High (p) 16.0  

12m Low (p) 4.6  

Shares (m) 663.9  

Mkt Cap (£m) 79.7  

EV (£m) 17.0  

Free Float* 62.7  

Market 93% 
*As defined by AIM Rule 26 

Description 

Open Orphan (ORPH) is a rapidly 

growing specialist CRO 

pharmaceutical services company, 

which is a world leader in the testing 

of vaccines and anti-virals through the 

use of human challenge study models. 

ORPH is comprised of two specialist 

CRO services businesses; hVIVO and 

Venn Life Sciences and has offices in 

London, Dublin, Paris, and the 

Netherlands. 
 

Company information 

Exec. Chairman Cathal Friel 

CEO - 

CFO Leo Toole 
 

+353 1 644 0007 

www.openorphan.com 
 

Key shareholders 

Chairman 6.9% 

Invesco 7.9% 
  

Diary 

Sep’20 Interim results 
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Company overview 

Background 
ORPH was incorporated in the Republic of Ireland on 18 July 2017 with a strategy 
and product offering to develop a market-leading services platform for drug 
companies seeking to commercialise their products across Europe with a particular 
focus on drugs to treat rare diseases. It offered data platforms that could match the 
needs of 500 pharmaceutical/biotech companies worldwide with about 4,000 
physicians and key opinion leaders in Europe focused on orphan drugs. 

In Europe, the services market for orphan drugs was, and still is, highly fragmented. 
A large number of small-scale consultancies existed because of a dysfunctional 
regulatory system in Europe where, despite an EU-wide regulator, reimbursement 
needs to be negotiated on a country-by-country basis. ORPH’s strategy was to build 
upon its existing capability and expertise to become a full-service consultancy for 
orphan and other speciality healthcare products through a focused acquisition 
strategy.  

In May 2019, as part of this acquisition strategy, ORPH reversed into Venn Life 
Sciences, an experienced CRO with established contacts and contracts with several 
pharmaceutical companies, in a share swap that valued the companies at £4.0m and 
£5.7m, respectively. 

This was followed in January 2020 with the all-share acquisition of hVIVO, a 
specialist in “challenge” studies to test the efficacy of vaccines and anti-viral drugs. 
hVIVO possessed a proprietary portfolio of eight challenge study models, which was 
a complementary and novel addition to ORPH’s offering. To put this in perspective, 
hVIVO had only two competitors worldwide, each with only one challenge model. 
hVIVO was a spin-out for Queen Mary University of London (QMUL) and the share 
swap valued the company at £13.0m. 

hVIVO services 

 
Source: Open Orphan 

In order to fund its organic and inorganic growth strategy, ORPH has undertaken a 
number of capital increases over and above the shares issued as part of any 
acquisition. 

Recent funding history 

Date Activity  Gross 
£m 

Net 
£m 

19 Jun 2019 Placing of shares @ 5.6p  4.5 3.6 
31 Jan 2020 Placing and Subscription of shares @ 6.1p  5.3 5.0 
26 May 2020 Placing and Subscription of shares @ 11.0p  12.6 12.0 
Total to date   22.4 20.6 

Source: Hardman & Co Life Sciences Research 

Human challenge full-service 
solution

hVIVO challenge models Laboratory services

Influenza (2)

Respiratory syncital virus (RSV) (2)

Human rhinovirus (HRV)

Asthma

COPD

Cough

Virology

Immunology

Biomarkers

Industry leading provider of viral challenge 
studies
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Opportunity 
Following acquisition, management strategy is to integrate the businesses as quickly 
as possible, reduce the cost base, expand the portfolio of CRO services on offer to 
customers and to convert the pipeline of prospects into signed contracts. Today, 
OPRH is a niche, rapid-growth CRO business that is on the cusp of profitability – 
expected from 3Q’20.  

The challenge study models on offer from ORPH can potentially speed up vaccine 
development and approval by 2-3 years by testing the efficacy on human volunteers 
over a short period of time in a controlled environment – quarantine clinic. 
Therefore, the COVID-19 pandemic has provided an incredible opportunity for the 
group. ORPH is very well positioned to assist with the global need, and level of 
development activity, with respect to a COVID-19 vaccine. The latest funding round 
was made to advance the development of the world’s first seasonal coronavirus and 
COVID-19 challenge study models.  

Prospect pipeline 

 
Source: Open Orphan 

News flow 
The benefits of an enlarged group have been clear from a number of recent contract 
wins, highlighting the cross-selling activities, as illustrated in the following chart 
taken from a recent investor presentation. In addition to this, the company has 
formally launched (4 June) its COVID-19 antibody testing service – hVIVO COVID 
Clear Test – aimed at large employer groups and channel partners, including GP 
networks, nursing services, health clinics and private hospitals. 

Current trading and contract wins 

 
Source: Open Orphan 
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Financial summary 
► ORPH has just published its results for 2019, but this covers the stub of the old 

Open Orphan DAC and Venn Life Sciences from the merger on 28 June 2019. 

► The annual report provides a summary of the 2019 performance for these 
groups on a standalone basis, together with a summary of hVIVO’s results. 

► Pro forma:  The group will look very different going forward. Therefore, a pro 
forma, where possible, of the enlarged entity has been provided so that a 
comparison with forecasts is more meaningful. 

► Net cash/(debt):  On a pro forma basis, the combined entity had net debt of  
-€0.18m, comprised of gross cash of €3.5m, less loans and leases of -€3.68m. 
This has been boosted by two capital increases, totalling gross new capital of 
€19.0m.  

► Forecasts:  Based on our assumptions, the company looks set to make a modest 
loss in fiscal 2020 and then move into profit and become cash-generative in 
fiscal 2021, as the enlarged group eliminates duplication of costs and benefits 
from synergies for customers emerging from the complementary service 
offering. 

 

Financial summary 

Year-end Dec ORPH Venn LS hVIVO Pro forma   
(€m) 2019 2019 2019 2019 2020E 2021E 

Profit & Loss       
Sales 3.84 15.09 8.45 25.66 32.00 45.00 
COGS - - - -21.50 -22.00 -27.00 
Operating costs -9.07   -13.99 -12.70 -11.50 
Share-based costs -0.12   -0.30 -0.30 -0.30 
EBITDA -4.43  -3.79 -10.13 0.00 0.00 
Other income (grants etc.) 0.20  1.28 1.47 0.00 0.00 
Underlying EBIT -5.15  -5.89 -14.25 -3.00 6.20 
Exceptional items -1.07  -0.98 -2.05 0.00 0.00 
Statutory EBIT -6.22  -6.87 -16.30 -3.00 6.20 
Net financials -0.40  -0.10 -0.22 -0.09 0.90 
Underlying PBT -5.55  -5.99 -14.47 -3.09 7.10 
Statutory PBT 0.08    0.00 0.00 
Tax liability/credit 0.08    0.00 0.00 
Underlying net income -5.47    -3.09 7.10 
Underlying basic EPS (¢) -3.31   -2.72 -0.52 1.07 
Statutory basic EPS (¢) -3.96   -3.10 -0.52 1.07 
       
Balance sheet       
Share capital 0.37   0.53 0.66 0.66 
Reserves 2.98   13.50 28.58 35.68 
Leases 1.68  0.00 1.68   
Loans & borrowings 2.00  0.00 2.00 2.00 2.00 
less: Cash & deposits 1.22  2.28 3.50 18.49 24.50 
Invested capital 5.86   14.27 14.48 15.57 
       
Cashflow       
Underlying EBIT -5.15    -3.00 6.20 
Change in working capital 1.44    -1.00 -1.48 
Company op. cashflow -2.88    -1.50 7.13 
Capital expenditure -0.03    -0.50 -0.50 
Equity issues 5.36    19.00 0.00 
Change in net debt 1.95    14.99 6.01 
       
Opening net cash -4.41    -2.46 14.81 
Closing net cash -2.46    14.81 20.82 

Source: Hardman & Co Life Sciences Research 
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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, 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, except in the case of gross negligence, fraud or 
wilful misconduct. 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 has 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 fixed fee 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 ntr. Hardman may provide other investment banking 

services to the companies or legal entities mentioned in this report. 

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities 
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal 
entities covered by this document in any capacity other than through Hardman & Co.  

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide 
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their 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. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be 
subject to future change. 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 his or her own independent decisions and obtain their own independent advice regarding 
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this 
document various information 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 has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).  

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 FCA under registration number 600843. Hardman Research Ltd is registered at Companies 
House with number 8256259. 

(Disclaimer Version 8 – Effective from August 2018) 

Status of Hardman & Co’s research under MiFID II 
Some professional investors, who are subject to the new MiFID II rules from 3rd January 2018, may be unclear about the status of Hardman & Co research and, 
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers 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 II. 

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 a 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 Hardman & Co is 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-regulation-
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 & Co is not inducing the 
reader of our research to trade through us, since we do not deal in any security or legal entity.  

http://www.hardmanandco.com/legals/research-disclosures
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