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Transaction Overview

− Purchase price of $660 million

− Transaction to be funded with bank financing and available cash

− Transaction multiple of ~10.5x Pharmachem’s estimated fiscal 2017 
adjusted EBITDA; ~7.5x after adjusting for expected cost synergies and tax 
optimization

− Expected to be accretive to earnings per share (EPS) in first year following 
the acquisition; also expected to generate significant cash flow

− Meaningful synergies from leveraging our combined capabilities

− Transaction expected to close by the end of June quarter
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Pharmachem Overview

− Revenue of ~$300 million and adjusted 
EBITDA margin of ~20%

− Privately held; majority family owned

− Leading international provider of (i) 

customized solutions and high quality 
ingredients to the global health and 
wellness industries and (ii) high value, 
differentiated products to fragrance 
and flavor houses

− Applications include 
nutraceuticals, fine perfumes, 
laundry and personal care 
products, skin care, cosmetics 
and food and beverage

− Strong capabilities in extraction, 
refining, granulation, spray drying, 
turnkey packaging solutions, 
fermentation and fermentation 
purification
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Strategic Rationale

Strengthens our existing business with advanced processing
know-how and formulation expertise

 Leverages our customization capabilities into niches where we create value

− High customer-intimacy sales model emphasizing custom / tailored products

− Creates unique industry offering: leveraging Pharmachem’s custom manufacturing 
capabilities with Ashland’s formulation knowledge and excipients expertise

− Leverages our extensive sales channels, technical service network and global 
applications labs to accelerate Pharmachem growth outside of North America

− Enhances Ashland’s food ingredient business by adding customized functional solutions

 Expands scope / range of our products & service offerings

− Adds high value, differentiated products sold to the major fragrance and flavor houses

− Enhances Ashland’s position in the high growth nutraceutical market – lying at the 
intersection of Pharma and Nutrition

 Expands our presence in attractive end markets

− Focused on attractive end markets including food, beverage, nutrition, and fragrance 
and flavors
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Synergies

− Expected annual cost synergies of ~$10 million, primarily driven by 
leverage from Ashland’s scale and infrastructure, de-tolling opportunities 
and in-sourcing initiatives

− Cost synergies expected to be realized by end of second year following 
transaction close

− Incremental tax synergies with expected net present value of ~$110 million

− Driven by integration of Pharmachem into Ashland’s global business 
structure
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Financial Impact

− Expected to be accretive to EPS in first year following close of the 
transaction and to enhance long-term EPS growth

− Strong cash flow generation 

− Attractive double-digit returns

− Accretive to EBITDA margins

− Financed primarily with bank financing with remainder from cash on hand

− Average cost of debt (pre-tax) of approximately 3-4%

− Incremental ~$20 million of annual interest expense

− Estimated pro forma net debt / adjusted EBITDA ratio at closing of 
3.8x, with strong post-close de-leveraging profile

− Remain committed to targeting mid to high BB credit ratings

− Expected gross debt / adjusted EBITDA below 3.5x(1) over time

(1) Although Ashland provides forward-looking guidance for adjusted EBITDA, Ashland is not reaffirming or providing forward-looking guidance for U.S. GAAP-

reported financial measures or a reconciliation of forward-looking non-GAAP financial measures to the most directly comparable U.S. GAAP measure because it 

is unable to predict with reasonable certainty the ultimate outcome of certain significant items without unreasonable effort.
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$3.0 bn(1) $0.3 bn $3.3 bn

3.0x(2) 3.8x(3)

Pharmachem

(1) Represents Ashland Specialty Ingredients and Ashland Performance Materials as reported in Q1 2017 Earnings Presentation.

(2) Net debt is calculated as Ashland’s reported net debt of $2,228 million as of December 31, 2016, adjusted for the Valvoline separation of $510 million. Adjusted EBITDA is calculated as Ashland’s 

reported trailing 12-month Adjusted EBITDA of $1,042 million as of December 31, 2016, adjusted for the Valvoline separation of $471 million.

(3) Net debt is calculated as Ashland’s reported net debt as of December 31, 2016, adjusted for the Valvoline separation and Pharmachem acquisition. Adjusted EBITDA is calculated as Ashland’s 

reported trailing 12-month Adjusted EBITDA as of December 31, 2016, adjusted for the Valvoline separation and Pharmachem acquisition.

(4) Please refer to Appendix of this presentation for reconciliations.
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Summary

 Acquisition of Pharmachem strengthens our existing business with 
advanced processing know-how and formulation expertise

 Enhances Ashland’s position in the high growth nutraceutical end markets 
and opens up a new market opportunity in fragrance and flavors

 Creates unique industry offering by leveraging Pharmachem’s custom 
manufacturing capabilities with Ashland’s formulation knowledge and 
excipients expertise

 Expected to be accretive to EPS in first year following close of transaction 
and to enhance long-term EPS growth

 Attractive double-digit returns driven by Pharmachem’s strong cash flow 
generation

 More information to be shared during Ashland’s second-quarter earnings 
webcast on April 26 and at Investor Day in New York City on May 1 

Acquisition of Pharmachem strategically and financially compelling
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Near-Term Calendar

− Ashland plans to report financial results for Q2 FY 2017 after the NYSE 
closes on April 25 and to host a webcast with investors the following 
morning on April 26

− Ashland Investor Day scheduled for May 1 in New York City

− The full separation of Valvoline remains on track

− Subject to market conditions and other factors, Ashland presently 
intends to distribute the remaining Valvoline shares following the 
release of Q2 FY 2017 earnings results by both Ashland and Valvoline

− Pharmachem transaction expected to close by the end of June quarter
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Ashland Global Holdings Inc. and Consolidated Subsidiaries

Reconciliation of Non-GAAP Data 
for 12 Months Ended December 31, 2016

North 
America2

__%
Asia Pacific

__%
Latin

America/
Other - _%

Europe
__%

Ashland
Specialty

Ingredients
__%

Ashland
Performance

Materials
__%

Valvoline
__%

($ millions, except percentages)

Sales1
Q1 17 Q4 16 Q3 16 Q2 16       Total      

Specialty Ingredients 482 532 552 529 2,095

Performance Materials 222 222 238 239 921

Valvoline 489 494 500 479 1,962

Total 1,193 1,248 1,290 1,247 4,978

Adjusted EBITDA1
Q1 17 Q4 16 Q3 16 Q2 16       Total      

Adjusted 

EBITDA 

Margin

Specialty Ingredients 95 126 128 127 476 22.7%

Performance Materials 21 17 30 33 101 11.0%

Valvoline 108 106 119 115 448 22.8%

Unallocated (9) 10 17 (1) 17

Total 215 259 294 274 1,042

1 Quarterly totals may not sum to actual results due to quarterly rounding conventions.  Calculation of adjusted 

EBITDA for each quarter has been reconciled within certain financial filings with the SEC and posted on 

Ashland's website for each reportable segment. 


