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Samarind acquisition  

Instem has acquired a small software business, Samarind, which is 
active in the market for Regulatory Information Management – 
helping pharmaceutical companies deliver required details about 
products actually being sold (ie post-approval) as well as those in 
the later stages of development.  This is a major move for Instem, 
and we believe it fits well with, and extends, the successful 
expansions already under way.   

 The Marketplace for Samarind’s solutions extends Instem’s primary 
R&D pharmaceuticals focus to include the regulatory departments of 
medical device companies and generics manufacturers. 

 Samarind has an established customer base of European and North 
American customers for its RMS products. Its success has been 
underpinned by its early adoption of the XEVMPD standard for 
regulatory submissions. 

 Instem is paying an EV of some £2.2m for the business, equating to 
just below 2x historic sales, or below 6x historic EBITA; an element is 
deferred, and an element contingent on performance.  The price 
seems fair to us, and could represent very good value if the larger 
Instem platform drives revenue opportunities for the acquired software.  

 The introduction of new global standards for regulatory submissions 
complements the efforts under way to introduce SEND into the 
nonclinical regulatory submissions area. Instem’s leadership in the 
latter and its ability to establish and sustain market leadership is 
expected to enable it to drive further value enhancement for Samarind. 

Overall we believe this to be a bold but logical step for the group, 
extending Instem’s reach into the post-approval phases of the product 
lifecycle – notably at a different phase in terms of economic activity and 
therefore arguably reducing risk/exposure to certain areas of drug 
development.   

The group has been successful with a number of acquisitions over recent 
years.  We see no reason to believe that Samarind should not follow 
along the same lines and deliver growth in revenues and profits in coming 
years driven by regulatory pressures and through an extended sales 
presence as part of the broader Instem family. 
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FYE DECEMBER 2013 2014 2015 2016E 2017E 

Revenue 11.4 13.4 16.3 18.3 20.0 

Adjusted EBITDA 1.8 1.9 2.5 2.9 3.6 

Adjusted PBT 1.2 1.1 1.7 2.3 2.9 

Adjusted EPS (p) 8.6 8.3 12.9 10.3 12.8 

EV/Sales 2.7x 2.3x 1.9x 1.7x 1.6x 

EV/ Adj. EBITDA 17.5x 16.7x 12.4x 10.7x 8.6x 

P/E 27.5x 28.7x 18.4x 22.9x 18.5x 

Source: Company Information and Progressive Equity Research estimates 
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Market backdrop and regulatory standards 

The approval of a drug does not spell the end of the pharmaceutical company’s 
responsibilities in terms of information management.  The regulators in most 
geographies require vendors of approved pharmaceutical products to submit large 
numbers of items of data. The details vary from country to country, but in general 
holders of marketing authorisations (MAs) must make regular submissions to include 
elements such as : 

 exact formulation of all elements of the drug (including the active ingredients, but 
also other inactive parts within the formulation) 

 every item of labelling and packaging 

 specific details of manufacturing process – possibly including the names of any 
outsourced manufacturers, the processes (and even the specific machines) that are 
being used  

 any changes to the items above 

These items must be submitted on a regular basis for any drug or medical device 
which has been approved for marketing, and the submissions entail significant 
workload on the part of the drug seller.   

In response to these requirements, a number of software platforms have evolved to 
help with timely and efficient submissions – these are the so-called RIM (Regulatory 
Information Management) platforms.  

Regulatory standards 

There is already a standard in existence, seeking to harmonise and standardise the 
medicinal product information submitted – this is XEVMPD (standing for Extended 
EudraVigilance Medicinal Product Dictionary) which the European Medicines Agency 
(EMA) has been promoting for some time. 

The US FDA is, however, now supporting a global push for a new standard, IDMP 
(IDentification of Medicinal Products) which is being promoted under the auspices of 
the ISO (International Standardisation Organisation) and led by the EMA.   

Given that the industry has been working towards standardisation, and that the FDA is 
now pushing for a US and global standard, there is likely to be a renewed focus on the 
standard and its implementation.  The timing has already slipped, and the current view 
is that 2018 may be realistic – in this regard, the developments are similar to the SEND 
standards being imposed for pre-clinical trial data, but relating to a much later stage in 
drug lifecycle, and a couple of years later in terms of introduction.  

Also in common with SEND, the standards process will involve significant upheaval 
and change within the industry, likely to lead to material revenue opportunities for 
consultants and software providers. 
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Details of Samarind 

Samarind was founded in 1987, and is based near Chester, not far from Instem’s 
location in Stone, Staffordshire.  The group employs 10 staff, all based in the UK, 
developing, selling and maintaining the RIM software for medicine and medical device 
manufacturers.  The group generated FY16 sales (to March) of some £1.2m – 
assuming an average licence / fee of say £40-50k per customer, this would equate to 
perhaps 25-30 retained clients for the RMS platform.   

As a badge of quality and to demonstrate its process controls, the company has ISO 
9001 certification, and its first RIM product, known as Samarind RMS for Windows, 
was released in 2003.  A cloud-based platform has been evolved, and RMS On 
Demand allows customers to access the RMS functionality remotely. 

Whilst the vendors, Sadik & Miranda Pothiawala, will be leaving the business, Dr. Olaf 
Schoepke and Ian Crone, who have been instrumental in the recent growth of the 
company are remaining to lead its further growth. Miranda Pothiawala will continue to 
provide consultancy for the company during its transition to Instem’s ownership. 

Samarind prides itself on its “single place of truth” approach to data structure – with 
information being entered only once, and then linked to or shared within the system 
wherever it may be needed.  This has clear advantages in terms of less time spent re-
keying data already somewhere in the system, and also reduces the risk of error.  

In addition to its core RIM (Regulatory Information Management), the Samarind 
product suite includes functionality for eCTD (electronic Common Technical 
Document) creation and management, Electronic Document Management and Drug 
Safety monitoring. We understand that Samarind’s customers include major Top 10 
pharma companies, device manufacturers and household names that create and 
distribute generic drug products. 

In common with other vendors in this space, Samarind enjoys good relationships with 
many consultants and anticipates a significant growth in this aspect of it business over 
the coming years. 

Samarind’s existing RMS product is fully compliant with XEVMPD; in fact, the group 
claims to have been first to market with a full XEVMPD solution, based partly on the 
longevity of its work on the precursor EVMPD standard, where Samarind has been 
working with the EMA since 2005.   

The group says that it is well prepared for the eventual implementation of ISO IDMP, 
with expansions of its database elements and with solutions already being tailored for 
the new standards. Samarind has been participating in industry bodies as the IDMP 
standard has been developing and is therefore well-positioned to understand and 
implement the standard as the implementation guidance firms up.  As well as selling 
RMS licences, there may be a consulting revenue opportunity for the enlarged group.  
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Details of the deal and changes to estimates 

The deal is priced at a headline value of £2.5m, although with adjustments for cash 
acquired, net of deal costs and some bonuses which must be retained to pay certain 
members of staff an effective share of equity proceeds, we calculate the EV at 
c.£2.2m.   

As described above, this equates to just below 2x historic sales, and below 6x historic 
EBITA.  To further reduce risk and immediate cash cost, an element is deferred, and 
an element contingent on performance.  The price is also partly paid in shares.   

Overall, the headline price seems a fair one, and in our opinion could represent very 
good value if the larger Instem platform allows an enhanced sales focus, enables 
cross-selling and drives revenue opportunities for the acquired software (or a related 
services / consulting offering). 

We make changes to our forecasts as shown in the table below; we have assumed 7 
months’ contribution in 2016.   

CHANGES TO FORECASTS 

 

  FY16E FY17E 

£m unless stated Old New Change (%) Old New Change (%) 

Revenue 17.5 18.3 4.2% 18.3 20.0 9.5% 

Adj EBITDA 2.8 2.9 3.4% 3.3 3.6 8.4% 

Fully adj PBT 2.2 2.3 4.1% 2.6 2.9 10.5% 

Fully adj EPS (p) 10.0 10.3 3.4% 11.7 12.8 9.1% 

  

Source: Progressive Equity Research estimates 
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INSTEM – Summary Financials 

Year ended December FY-13A FY-14A FY-15 FY-16E FY-17E 

£m unless stated 
     Profit & Loss 
     Revenue 11.4 13.4 16.3 18.3 20.0 

Adj EBITDA 1.8 1.9 2.5 2.9 3.6 

Adj EBIT 1.1 1.1 1.7 1.6 1.9 

Reported PBT 0.7 0.2 (0.4) 1.3 2.0 

PBT before exceptionals and AAG 1.2 0.9 0.3 2.3 3.2 

Fully adj PBT 1.2 1.1 1.7 2.3 2.9 

NOPAT 0.8 0.8 1.2 1.1 1.4 

Reported EPS (p) 4.5 1.2 (3.5) 5.5 8.0 

EPS before exceptionals and AAG (p) 7.3 4.9 1.5 10.3 14.1 

Fully adj EPS (p) 8.6 8.3 12.9 10.3 12.8 

Dividend per share (p) 0.0 0.0 0.0 0.0 0.0 

Cash flow & Balance sheet 
     Operating cash flow 2.4 1.3 2.7 2.0 3.0 

Free Cash flow £m 1.9 0.9 2.3 0.8 1.6 

FCF per share p 15.7 7.2 17.7 5.0 9.8 

Acquisitions (1.6) (0.3) (0.9) (1.7) (1.2) 

Disposals 0.0 0.0 0.0 0.0 0.0 

Shares issued 0.0 0.0 0.0 4.7 0.0 

Net cash flow 0.3 0.6 1.0 3.8 0.4 

Overdrafts / borrowings / other 0.0 0.0 0.0 0.0 0.0 

Cash & equivalents 2.1 1.7 2.2 6.0 6.3 

Net (Debt)/Cash 2.1 1.7 2.2 6.0 6.3 

      NAV and returns 
     Net asset value 5.0 5.4 6.6 12.2 13.5 

NAV/share (p) 42.3 45.2 53.3 78.1 86.2 

Net Tangible Asset Value (7.9) (7.0) (5.4) (0.4) 1.4 

NTAV/share (p) (67.3) (58.5) (43.7) (2.8) 9.0 

Average equity 5.0 5.2 6.0 9.4 12.8 

Post-tax ROE (%) 10.6% 2.9% -7.1% 9.2% 9.9% 

      Metrics FY-13A FY-14A FY-15 FY-16E FY-17E 

Adj EBIT growth  -4.6% 56.8% -5.1% 19.9% 

Adj PBT growth  -9.7% 59.2% 35.5% 25.7% 

Adj EPS growth  -4.3% 55.7% -19.5% 23.5% 

Dividend growth  n/a n/a n/a n/a 

Adj EBIT margins 10.1% 8.1% 10.5% 8.9% 9.7% 

          
 Valuation FY-13A FY-14A FY-15 FY-16E FY-17E 

EV/Sales 2.7 2.3 1.9 1.7 1.6 

EV/EBITDA 17.5 16.7 12.4 10.7 8.6 

EV/NOPAT 38.8 40.7 26.0 27.4 22.8 

PER 27.5 28.7 18.4 22.9 18.5 

Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 

FCF yield 6.6% 3.0% 7.5% 2.1% 4.1% 
 

Source: Company information, Progressive Equity Research estimates 

 



2 June 2016 

 

 
6 

Disclaimers and Disclosures 
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the companies concerned unless specifically sourced otherwise.  PERL is authorised and regulated by the Financial Conduct 
Authority (FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a 
research note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  
PERL does not undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  It has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees 
and contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform 
services or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In 
addition, the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes 
may lead to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of 
securities mentioned in this report.  Past performance is not necessarily a guide to future performance.

 


