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Important Information

About this
Information
Memorandum

Compliance
Listing

This Information Memorandum has been prepared for the purposes of the
listing of TPI Enterprises Limited (ACN 107 872 453) (“TPI” or the
“Company”) on ASX Limited (“ASX”) and the quotation of its Fully Paid
Shares on the financial market operated by ASX (“Listing”). This
document is not a prospectus, product disclosure statement or offer
information statement and does not constitute an offer of securities or an
invitation to apply for the issue of securities, either expressly or by
implication, in any jurisdiction. However, this Information Memorandum
does contain the information that would be required under section 710 of
the Corporations Act if it were a prospectus offering for subscription the
same number of Fully Paid Shares for which quotation is sought.
The Company will apply for admission of the Company to the official list of
ASX and for quotation of its Fully Paid Shares on ASX. Listing is at the
discretion of the ASX and TPI gives no representation or warranty that
listing will occur. The fact that ASX may admit the Company to its official
list is not an indication of the merits of the Company. ASX takes no
responsibility for the contents of this Information Memorandum or the
merits of the investment to which this Information Memorandum relates.
If the Company is listed, its ASX ticker will be “TPE”. The Company will
also be subject to the ASX Listing Rules (subject to any waivers or rulings
given from time to time by ASX).

No new capital

The Company has not raised any capital during the three months before
the date of issue of this Information Memorandum and will not need to raise
any capital for three months after the date of this Information
Memorandum.

Not investment
advice

This Information Memorandum does not contain an offer for securities in
the Company. This Information Memorandum does not take into account
the investment objectives, financial situation and particular needs of
individual investors.
No person named in this Information Memorandum, nor any other person,
guarantees the performance of the Company, the repayment of capital or
the payment of a return on the Shares.
This Information Memorandum is not financial product advice and should
not be relied upon as the sole basis for any investment decision in relation
to securities of the Company.

Financial
information
presentation

The Historical Financial information for CY2012, CY2013 and CY2014
included in this Information Memorandum has been prepared and
presented in accordance with the recognition and measurement principles
prescribed in Australian accounting standards, except where otherwise
stated.
The Historical Financial Information in this Information Memorandum
should be read in conjunction with, and is qualified by reference to, the
information contained in Section 4. Section 4 sets out in detail the financial
information referred to in this Information Memorandum and the basis of
preparation of that information. All financial amounts contained in this
Information Memorandum are expressed in Australian dollars unless
otherwise stated. Any discrepancies between totals and sums of
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components in tables contained in this Information Memorandum
are due to rounding.
Investors should be aware that certain financial data included in this
Information Memorandum is ‘non-IFRS financial information’ as defined
under Regulatory Guide 230 Disclosing non-IFRS financial information,
published by ASIC. The Company believes this non-IFRS financial
information provides useful information to users in measuring the financial
performance and conditions of the Company. The non-IFRS measures do
not have standardised meanings prescribed by Australian Accounting
Standards and therefore, may not be comparable to similarly titled
measures presented by other entities, nor should they be construed as an
alternative to other financial measures determined in accordance with
Australian Accounting Standards. Investors are cautioned, therefore, not
to place undue reliance on any non-IFRS financial information and ratios
included in this Information Memorandum.
Unless otherwise stated or implied, all pro forma data in this Information
Memorandum gives effect to the pro forma adjustments referred to in
Sections 4.4, 4.5 and 4.6.

Forward looking
statements

This Information Memorandum contains forward-looking statements which
are identified by words such as “may”, “could”, “believes”, “estimates”,
“expects”, “intends” and other similar words that involve risks and
uncertainties.
These statements are based on an assessment of present economic and
operating conditions, and on a number of assumptions regarding future
events and actions that, at the date this Information Memorandum was
prepared, are expected to take place. Such forward looking statements
are not guarantees of future performance and involve known and unknown
risks, uncertainties, assumptions and other important factors, many of
which are beyond the control of the Company. The Company cannot and
does not give any assurance that the results, performance or achievements
expressed or implied by the forward looking statements contained in this
Information Memorandum will actually occur and investors are cautioned
not to place undue reliance on these forward looking statements. Forward
looking statements should be read in conjunction with the risk factors set
out in Section 5, and other information in this Information Memorandum.
Other than as required by law, none of the Company or its directors,
officers, employees or advisers or any other person gives any
representation, assurance or guarantee that the occurrence of the events
expressed or implied in any forward looking statements in this Information
Memorandum will actually occur. You are cautioned not to place undue
reliance on those statements. Subject to the Corporations Act and any
other applicable law, each of the Company and its officers, employees and
advisers disclaims any duty to disseminate any updates or revisions to any
such statements after the Information Memorandum is first circulated to
reflect any change in expectations in relation to such statements or any
change in events, conditions or circumstances on which any such
statement is based.

Defined Terms
and Time

Certain terms and abbreviations used in this Information Memorandum
have defined meanings which are explained in Section 8 (Glossary).
Unless otherwise stated or implied, a reference to a time is a reference to
Australian Eastern Daylight Time (“AEDT”).

Photographs
and diagrams

Photographs used in this Information Memorandum which do not have
descriptions are for illustration only and should not be interpreted to mean
that any person shown endorses the Information Memorandum or its
3
TPI Enterprises Limited Information Memorandum

contents or that the assets shown in them are owned by the Company.
Diagrams used in this Information Memorandum are illustrative only and
may not be drawn to scale.

Supplementary
disclosure

The Company will issue a supplementary information memorandum if it
becomes aware of any of the following between the date of this Information
Memorandum and the date on which the company’s securities are officially
quoted on ASX:
 a material statement in this Information Memorandum is misleading
or deceptive;
 there is a material omission from this Information Memorandum;
 there has been a significant change affecting a matter included in
this Information Memorandum; or
 a significant new circumstance has arisen and it would have been
required to be included in this Information Memorandum.
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Letter from the Chairman

Dear Investor,
On behalf of the Board of TPI Enterprises Limited, I am delighted to share with you the next step
in TPI’s growth, an application to list on the Australian Stock Exchange. If successful, this will
mean that TPI’s securities will be quoted on ASX and that investors will be able to buy and sell
shares on the ASX. We will not be raising any capital as part of this process.
TPI is headquartered in Victoria and has a global presence in the licit narcotic raw material
(NRM) sector. TPI supplies NRMs (predominately morphine and thebaine) to the active
pharmaceutical ingredient sector. The licit NRM industry supplies materials that are used in a
range of formulations covering indications including pain relief, anti-addiction (both alcohol and
drugs) and weight loss.
The industry is characterised by significant barriers to entry, regulation and compliance at
international, national, state and territory levels. This regulation involves international agencies
including the United Nations and International Narcotics Control Board, the Commonwealth
Department of Health and Ageing and State Departments of Health and Agriculture.
TPI is one of only nine companies globally that are licensed to grow, extract, export and sell licit
narcotics. The Board and staff of TPI are proud of the Company’s achievements. TPI is the only
company in the world with a water based, solvent-free extraction process and with access to
opiate raw material (Papaver somniferum) in both the northern and southern hemispheres.
The Company has spent the last three years mitigating its supply chain risk, working with the
Victorian, Northern Territory and Portuguese governments to procure alternative sources of
supply of opiate raw material. Prior to 2014, poppy growing in Australia was limited to Tasmania,
which has had a succession of poor agricultural seasons.
TPI’s senior management team has extensive experience in the licit narcotic industry. This
experience, combined with TPI’s water based, solvent-free extraction process and diversified raw
material supply chain, provides a strong platform for the Company’s move to list on ASX. The
Board believes that a listing will allow more Australian investors to participate in the Company’s
growth and will improve liquidity in the Company’s Shares. The Board further expects that a
listing will improve access to capital markets.
As you may be aware, the Company’s previous Chairman, Ross Dobinson, stepped down
following the annual general meeting in June. Ross had been a director and Chairman of the
Company since 2007. We thank Ross for his commitment and service to the Company from its
early stage development to its transition to listing on ASX.
On behalf of the Board, I look forward to sharing this exciting step in the Company’s future with
you.
Yours sincerely

Peter Robinson
Chairman, TPI Enterprises Limited
29 July 2015
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1

Investment Overview

1.1

Key Features of Business Model

Topic

What is TPI’s
business?
How and
where does
TPI generate
its revenue?

Summary
TPI is licensed to grow, extract, export and sell licit narcotics.
It supplies narcotic raw materials (predominately morphine and
thebaine) to pharmaceutical companies participating in the
active pharmaceutical ingredient sector.
TPI contracts farmers (on a supply contract basis) to grow
opium poppies.

For more
information
See
Section 3
See
Section 3

TPI processes these opium poppies using a water based,
solvent-free extraction process, protected by trade secrets,
within a TPI owned and managed facility.
TPI is licenced to export and sell narcotic raw material (NRM)
globally, as:
 morphine
 codeine
 thebaine
 oripavine
NRM is sold to active pharmaceutical ingredient (API)
manufacturers (principally, global pharmaceutical companies)
under sales contracts.

What is TPI’s
strategy?

TPI supplies culinary poppy seed (a by-product of growing licit
narcotic poppies) to the European food industry.
TPI has established a comprehensive strategy to deliver growth
through:
 diversification of its supply chain from growing solely in
Tasmania to include mainland Australia and now has
growing regions in both southern and northern
hemispheres
 increasing utilisation of its manufacturing capacity
 TPI is well positioned in a growing global market with
ever increasing demand for narcotic based
pharmaceuticals:
 ageing populations, economic development and
population growth are forecast to drive demand for
opioid analgesics in future years
 scope for earnings growth through exposure to higher
margin API markets

See
Section 3.93.11
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1.2

Key Strengths

Topic
Unique, innovative
and cost efficient
production and
processing
techniques

Lower risk
agricultural
exposure

Experienced
management team

Platform for Growth

Strong market
demand
fundamentals

Summary

For more
information
 TPI’s extraction techniques are unique, complex and Section 3.4
protected by trade secrets
 TPI applies water based, solvent-free processing
techniques to extract NRM from poppy straw
providing:
 substantial operating cost efficiencies
 no costly solvents and associated capital
expenditure and processing costs
 no associated emissions charges and taxes or
reporting requirements
 significantly lower employment costs
 TPI is the only NRM manufacturer in the world
understood to be utilising these techniques
Section 3.5
 Diversified supply chain with growing regions in both
southern and northern hemispheres, including
Tasmania, Victoria, Portugal and Northern Territory
 Spread of working capital requirements due to
seasonal timing differences across the growing
regions
 Ability to “top up” or “wind back” poppy growing in a
region depending on seasonal results
 TPI continues to explore growing opportunities in
other jurisdictions
TPI’s senior management team and operations team
Section 3.7,
collectively have decades of experience in the narcotics
6.1, 6.2
industry
 Managing Director and founder, Jarrod Ritchie, has
over 19 years’ experience in the narcotics industry
and has been involved in all aspects of narcotic
manufacture and sales
Section 3
 TPI has requisite state and national licences in
Australia and Portugal permitting TPI to grow and
harvest poppies and to manufacture and export NRM
 Robust organic growth in traditional products
underpinned by long term renewable contracts for
morphine
 Expansion of customer base and increased average
sales value
 To date, TPI has utilised only 18% of its
manufacturing capacity
TPI is well positioned in a growing global market with
See
ever increasing demand for narcotic based
Section 2.5
pharmaceuticals:
 ageing populations, economic development and
population growth are forecast to drive demand
for opioid analgesics in future years
 around 75% of the world’s population has
inadequate access to pain relief medication, with
92% of global morphine supply currently
consumed by just 17% of the population
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Strong positioning
in a heavily
regulated industry






Value chain
advances




1.3

global consumption of morphine for pain relief
has grown fourfold over the past two decades. If
global consumption increases at current per
capita growth rates, by 2050 the NRM sector will
need to increase its capacity by a factor of twenty
from current levels
 increasing demand for narcotic based antiaddiction and weight loss medication
TPI is one of only nine licensed opiate narcotic
manufacturers in the world
The narcotics industry is heavily regulated and highly
monitored by local, state, national and international
authorities
Global supply of licit narcotics is monitored by the
International Narcotics Control Board, a quasi-judicial
body of the United Nations
Orders are required prior to commencement of
planting and processing of NRM
Scope for earnings growth through exposure to
higher margin API markets
TPI has commenced discussions for API supply to
traditional customers of NRM

See
Section 2.1,
3.5, 3.8

See
Section 3.11

Summary of Key Risks
The business, assets and operations of TPI are subject to certain risk factors that have
the potential to influence operating and financial performance in the future. These risks
can have an impact on TPI’s business, financial position and the results of its operations.
The Board aims to manage these risks by carefully planning its activities and
implementing mitigating risk control measures. Some risks are unforseen and so the
extent to which these risks can be effectively managed is somewhat limited.
Specific risks to which TPI is exposed and general risks associated with an investment in
TPI are outlined in Section 5. The key risks specific to TPI include:


failure to obtain or renew all necessary licences and permits across all jurisdictions
in which TPI operates



inability to source sufficient raw material, including as a result of adverse weather
conditions or plant diseases



changes in international, national or state laws, regulations or conventions relating
to the growing, manufacture, export or sale of NRMs



loss of key staff and inability to replace them with appropriately qualified personnel



claims arising from the consequences of inappropriate use or excessive exposure
to NRMs



diversion or illicit use of NRMs during manufacture, storage or freight



introduction or growth of competing pain relief products, including non-narcotic
opiate



increasing poppy prices, including due to the increase or introduction of subsidies
8
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delays or failure to install and commission the new Victorian manufacturing facility



failure to maintain its trade secrets, including in relation to its water based, solventfree extraction process



changes to scheduling or availability of pain relief medication or restrictions on
import quotas for NRM



competition by state owned enterprises in the markets which TPI operates



competitors reducing TPI’s market share or preventing TPI from growing its market
share



adverse movements in currencies in which TPI operates, principally US dollars,
Euros and Australian dollars



changes in the supply of, and/or demand for, poppy seed and changes in pricing
of poppy seed



changes to the cost of purifying poppy seed



the release of the Restricted Securities from escrow which may impact the price of
Shares

and, if TPI expands to become an API manufacturer:

1.4



failure to comply with applicable standards and the risk of product recalls



restrictions on sales in some countries of APIs which have not been manufactured
in that country or region

Directors and Key Management

Topic

Who are the
Directors and
key executives
of TPI?

Summary
Board
 Peter Robinson - Non-executive Chairman
 Jarrod Ritchie - Managing Director
 Todd Barlow - Non-executive Director

For more
information
See
Section 6.1,
6.2

Senior Leadership Team
 Peter Varnay - CFO and Company Secretary
 Lucy Waddell - Quality and Regulatory Manager
 Richard Scullion - Sales & Commercial Director
 Andrew Tomkins - Agricultural Supply Director
 Chris Murray - Research and Development Director
 Nick Taylor - Site Manager (Australia)
 Craig Sweenie - Site Manager (Portugal)
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1.5

Interests, benefits and related party transactions

Topic

For more
information

Summary

See Section 6
What
significant
benefits and
interests are
payable to
Directors and
other persons
connected with
the Listing?

1.6

Person

Role

Shares

Jarrod Ritchie

Managing
Director/
CEO

3,023,273
(includes
associated
entities)

Peter Robinson

Chairman,
Nonexecutive
Director

150,000
(includes
associated
entities)

Todd Barlow

Nonexecutive
Director

Nil

Wilson HTM

Lead
Advisor

Nil

Arnold Bloch Leibler

Legal
Adviser

Nil

Others interests/
benefits
Remuneration, potential
participation in
Employee Share
Ownership Plan (see
Section 7.6),
reimbursement for
business expenses
Remuneration, potential
participation in
Employee Share
Ownership Plan (see
Section 7.6),
reimbursement for
business expenses
Remuneration, potential
participation in
Employee Share
Ownership Plan (see
Section 7.6),
reimbursement for
business expenses
Wilson HTM is not
receiving any fees in
respect of the Listing.
Fees for services

Will any Shares be subject to restrictions on disposal following Listing?
Prior to Official Quotation, the Escrowed Shareholders will enter into Restriction
Agreements with TPI as outlined in Section 7.7.
In aggregate, it is expected that approximately 5,996,504 Shares will be classified as
Restricted Securities. This will represent approximately 11.66% of all of the Shares on
issue following Official Quotation.
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2

Industry Overview

2.1

Introduction
The narcotic industry has four sectors:


Raw material supply (opium poppies)



Narcotic raw material (the active ingredient extracted from the opium poppies)



Active pharmaceutical ingredient (a purified version of the active ingredient
approved for human use)



Finished dosage (the active in a consumable form).

The industry is highly regulated at international, national and state levels. International
Conventions have established a control regime designed to serve the dual purpose of
ensuring the availability of controlled substances for medical and scientific ends while
preventing the illicit production of, trafficking in and abuse of, such substances.
Australia plays a major role in the narcotic raw material (NRM) sector, supplying
approximately 45% of the NRM used globally. Of the nine licensed producers of narcotic
raw materials, three operate within Australia (TPI, GSK and Tasmanian Alkaloids), two are
state owned enterprises (India’s Government Opium and Alkaloid Factories (GOAF) and
Turkey’s Turkish Opiates Board (TMO)) and the others are large multinationals or private
enterprises. It is expected that the number of licensed producers of NRM will drop to eight
following the completion of the sale of GSK’s Australian opiates business to Sun Pharma
which is expected to be completed in August 2015.
The World Health Organization (WHO) estimates there are 5 billion people who have little
or no access to pain relief medicines, including 5.5 million terminal cancer patients and
millions of others suffering from acute illness or end-of-life suffering. Among patients with
terminal cancer, 80% are estimated to experience moderate to severe pain due to
inequitable access to medicine.
Global consumption of morphine for severe pain relief has grown fourfold over the past two
decades. The demand for all NRMs increased significantly during the period 1993 - 2012.
2.2

Raw Material Supply
Opium and poppy straw are the raw materials obtained from the opium poppy plant
(Papaver somniferum), from which narcotic raw materials such as morphine, thebaine,
codeine and oripavine are extracted. International Conventions require that producers of
narcotic raw materials must be licensed. Globally, there are only nine licensed producers
(including TPI). Opium poppies are supplied by growers who must also be licensed to
supply poppies to one of the nine licensed producers. Orders are required prior to
commencement of planting and processing of NRM.
The principal countries in which opium poppies for the supply of narcotic raw materials are
grown are currently limited to Australia, United Kingdom, Portugal, France, Turkey, India,
Spain and Hungary. Other countries such as China, North Korea and Japan grow minor
amounts of poppies to produce raw opium. The Czech Republic grows poppies for the
culinary market only (poppy seeds).
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NRM Manufacturers
NRM Participant
T.M.O.
G.O.A.F (Opium)
TPI
GlaxoSmithKline1
Tasmanian
Alkaloids
Francopia
Macfarlan Smith
Alcaliber
Alkaloida

Country
Turkey
India
Australia/Portugal
Australia

Location
Bolvadin
Ghazipur
Vic, Tas & Lisbon
Port Fairy, Vic

Ownership/Parent
Turkish Government
Indian Government
Private
GlaxoSmithKline

Australia

Westbury, Tas

Johnson & Johnson

France
Scotland
Spain
Hungary

Lyon
Edinburgh
Toledo
Tiszavasvári

Sanofi
Johnson Matthey
Sanofi/Private
Sun Pharma

Over the last 15 years, significant changes in countries growing the raw material which
have occurred are:

(a)



the removal of Slovakia as a principal growing country



the addition of the United Kingdom and Portugal as growing countries



the expansion of growing from Tasmania onto mainland Australia.
NRM Growing Output by Country
Over the five years between 2009 and 2013, the NRM industry has averaged an
output of approximately 740 tonnes of NRM across the six growing jurisdictions.
Australia has averaged 331 tonnes per annum, with output rising from 202 tonnes
in 2009 to 452 tonnes in 2013. In 2013, the industry produced 941 tonnes of
product (both morphine and thebaine). Australia supplies approximately 45% of
the NRM used globally.
The US market is restricted as US law requires 80% of the morphine required in
the US to be supplied from either Turkey or India. Unlike other NRM manufacturers,
India’s GOAF exports morphine in the form of opium, which is an impure NRM.
Sales of opium are not included in the information in this section.
Morphine tonnes produced globally 1994-2013

(Source: INCB Narcotic Drugs Report 2014)

1

sale announced to Sun Pharma on 3 March 2015 which, following completion of the sale, will reduce the number of NRM
manufacturers. The sale is expected to be completed in August 2015.
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Thebaine tonnes produced globally 2004-2013

(Source: INCB Narcotic Drugs Report 2014)

(b)

Global Farm Yields
Australia leads the world in kilograms of NRM per hectare. A range of factors which
may occur during the growing season can lead to lower harvested yields.
2010-2014 Average kg/Ha for each of the main producing countries
18.00
16.00
14.00
12.00
10.00
8.00
6.00
4.00
2.00
0.00
Turkey

Hungry

India
Kg/Ha sowed

France

Spain

Australia

Kg/Ha Harv

(Source: data from INCB Narcotic Drugs Report 2013
and INCB Narcotic Drugs Report 2014)

(c)

Australian Farm Yields
Over the last 10 years, Australian farm yields have fluctuated from a low of
12.4 kg/Ha to a high of 19.0 kg/Ha. Over the same period, the hectares harvested
have fluctuated from a low of approximately 8,300 hectares to a high of
approximately 27,000 hectares.
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Kg/Ha of opiates and hectares harvested in Australia

(Source: data from INCB Narcotic Drugs Report 2009 and INCB Narcotic Drugs Report 2014)

In response to a number of adverse weather events and increased uncertainty
regarding the ability of Tasmania to reliably supply raw material, the Australian
NRM industry, led by TPI, actively lobbied the Federal and State Governments to
allow for expansion of growing onto mainland Australia.
In April 2014, the Victorian government passed legislation to allow commercial
growing, manufacture and sales of NRM in Victoria. In May 2014, the Northern
Territory government also introduced legislation to allow for the growing of poppies.
It is expected that mainland growing will spread agricultural risk across a number
of jurisdictions and reduce the risk of failure to supply.
(d)

Poppy Seed Market
Poppy seed is a significant by-product in terms of weight of crop harvested. While
it fluctuates annually, the average percentage weight of the harvested crop is 55%
poppy seed, 45% capsule and stem. The majority of the poppy seed is sold to the
culinary market in Europe for use in the food industry. It is also sold into the US at
lower prices. An average poppy crop can yield between 0.75 to 1.5 tonnes of
poppy seed per hectare.
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Poppy seed pricing €/tonne between 2007 -2013
4500

€/tonne of Poppy Seed
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(Source: Data from Productschap Akkerbouw, Price per tonne of Poppy Seed in Europe)

Poppy seed prices have fluctuated from a pre-GFC high of €4000 per tonne to
more normalised levels ranging from €1000-€3000 per tonne.
Demand for poppy seed is evidenced by the significant poppy crop grown in the
Czech Republic, which is only used for poppy seed. Since 1994, the Czech
Republic has grown between 15,000 and 70,000 hectares of poppies, producing
between 10,000 and 50,000 tonnes of poppy seed for export to countries with a
strong Slavic population or presence.
2.3

Narcotic Raw Materials
(a)

Natural Narcotics (Opiates)
Historically, the use of medications derived from opium poppy plants focussed on
the ability of the medications to control or reduce pain. The use of morphine for
pain relief can be traced to the third millennium BC. Morphine is still considered to
be the gold standard in pain relief.
The opium poppy (Papaver somniferum) historically synthesised morphine within
the walls of the plant capsule. The plant also produced other similarly structured
natural narcotics at lower levels including codeine, oripavine and thebaine.
Codeine is a milder narcotic than morphine. Oripavine and thebaine, which have
no analgesic or pain relief qualities, are used as starting materials for other
pharmaceutical products.

(b)

Semi-Synthetic (Narcotic) Opioids
In the 1950s, the ability to industrially convert morphine extracted from poppies into
the milder narcotic codeine was developed. Currently approximately 90-95% of the
morphine extracted from opium poppies globally is converted into codeine.
It was not until the mid-1990s (led by Australian NRM suppliers) that it became
possible to supply commercial quantities of thebaine and later oripavine for
industrial conversion into these new products. The conversion from natural to
semi-synthetic narcotic opioids is made by a relatively simple chemical
modification. This capability led not only to a broadening of the range of products
available for pain relief (such as oxycodone) but also to an extension of
therapeutics to include anti-addiction drugs (such as Naltrexone) and weight loss
drugs.
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(c)

Fully Synthetic (Non-narcotic) Opioids (competing products)
Fully synthetic, non-narcotic opioids are also used in the treatment of chronic,
moderate or severe pain and also as medications such as anaesthetics or
therapeutics for specific conditions such as gastrointestinal disorders. These fully
synthetic, non-narcotic opioids are not derived from natural narcotic raw materials.
However, in recent years the use of some fully synthetic, non-narcotic opioids has
declined due to adverse side effects and health related safety concerns. For
example, global manufacture of Dextropropoxyphene, a fully synthetic, nonnarcotic opioid, has declined since 2003 following the identification of serious side
effects and its consequent banning in several countries.

Dextropropoxyphene, global manufacture, consumption and stocks 1994-2013

(Source: INCB Narcotic Drugs Report 2014)

2.4

Active Pharmaceutical Ingredients (APIs)
The licensed producers of narcotic raw materials supply NRM to pharmaceutical
companies for the production of active pharmaceutical ingredients, such as purified forms
of morphine and codeine that are approved for human use. These APIs are then used to
produce medications or treatments in a form suitable for consumption. APIs derived from
NRMs can be used for:


Pain relief (mild, moderate and severe)



Antitussive (cough suppressant)



Treatment of opioid/alcohol dependence



Determining opioid dependence



Pure antagonist (used to prevent the body from responding to opiates and
endorphins)



Weight loss
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Pharmaceutical groups which manufacture APIs from NRMs include:


Sanofi Aventis (France)



Weifa (Norway)



Mallinckrodt (United States)



Fine Chemicals (South Africa)



Macfarlan Smith (United Kingdom)



Noramco (United Kingdom)



Rhodes Tech (United States)

Licensed producers of NRMs may supply one or more of the pharmaceutical companies,
generally pursuant to medium term supply contracts.
2.5

Global Supply and Demand
(a)

Developed and Emerging Global Market
Total global spending on medicines exceeded US$1 trillion for the first time in 2014
and is expected to reach almost US$1.2 trillion in 2017. Many countries are moving
towards universal health coverage, ensuring access to medicines and other
elements of healthcare for all. However, there is still a significant disparity in
access globally.
This global disparity in access is evidenced in the access of populations to pain
control or relief medications (analgesics). Currently 75% of the world population
has insufficient or no access to analgesics at all.
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Estimated Spending by Therapy Area in 2017 in Developed and Pharmerging Markets

(Source: IMS Institute for Healthcare Informatics November 2013, ‘The Global Use of Medicines - Outlook
through 2017’)2

In the period from 1989-2009, global consumption of opioid analgesics used for the
relief of moderate and severe pain increased significantly. It is predicted that, in
2017, sales of pain therapies (both devices and medications) in developed markets
will be between US$31-36 billion and those sales will rank 4th in the top 20 classes
of therapeutic sales, behind sales of oncologic, diabetes and anti-TNF (antiarthritis) therapeutics, reflecting the impact of an ageing demographic on medical
expenditure patterns.
In contrast, sales of pain therapies lead therapeutic sales in emerging markets,
with sales in 2017 estimated to be between US$22-25 billion.

2

Chart Notes: Spending in US$ with constant exchange rates (Q2 2013).
* In Brazil and China, most HIV Antivirals are distributed through the donor market. Therefore they have been omitted from the
analysis in pharmerging markets.
Speciality therapies are defined by IMS as products which are often injectable, high-cost, biologic or requiring cold-chain
distribution.
Conventions: Spending is reported at ex-manufacturer prices and does not reflect off-invoice discounts and rebates.
Growth is calculated using US$ at constant (Q2 2013) exchange rates.
Developed markets are defined as the U.S., Japan, Germany, France, Italy, Spain, UK, Canada and South Korea.
Pharmerging countries are defined as those with more than $1 billion absolute spending growth over 2013-17 and which have
GDP per capita of less than $25,000 at purchasing power parity.
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Narcotic analgesics are predicted to constitute US$14-16 billion of the total pain
relief sector annual expenditure in 2016.
Top 20 spending areas by Therapy Area in 2016

(Source: IMS Institute for Healthcare Informatics, July 2012, ‘The Global Use of Medicines - Outlook
through 2016’)3

(b)

Inadequate Global Supply
The inability of the majority of the global population to access pain relief medication
has received global recognition over the last five years. Organisations such as the
World Health Organisation (WHO), International Narcotics Control Board (INCB)
and the Union of International Cancer Councils, European Society for Medical
Oncology have all highlighted the need for greater access to pain relief
medications. The INCB estimates that approximately 5.5 billion people still have
limited or no access to medicines containing narcotic drugs such as codeine or
morphine, leaving 75% of the world population without access to proper pain relief
treatment.
The INCB, a quasi-judicial body of the United Nations, considers that consumption
at levels of between 100 and 200 statistical-daily defined dose per million
inhabitants in milligrams (or S-DDD) to be inadequate and below 100 S-DDD to be
very inadequate.
In every region globally, the use of opioids for pain relief has grown strongly every
decade for the last three decades. Despite this growth, if the INCB levels were to
be used as a benchmark, 21 countries would have inadequate consumption levels

3

Chart Notes: Spending in US$ with constant exchange rates.
Specialty therapies are products which are often injectables, high-cost, biologic or requiring cold-chain distribution. They are
mostly used by specialists, and include treatments for cancer, other serious diseases and often involve complex patient followup or monitoring.
Therapy forecasts from IMS Therapy Forecaster adapted by the IMS Institute to represent global forecasts and to include
additional classes.
Conventions: Spending is reported at ex-manufacturer prices and does not reflect off-invoice discounts and rebates.
Growth is calculated using US$ at constant (Q4 2011) exchange rates.
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and more than 100 other countries (most of which are in Africa) would have very
inadequate consumption levels.
(c)

Significant Core Growth in Opiates and Opioids
In the period from 1994 to 2013, the use of opioids more than tripled, averaging
approximately 6% compound growth per annum.
Use from 1994-2013 of opiates in billions of S-DDD globally

a: opiods: opiates and synthetic opioids.
b: including buprenorphine, an opiate controlled under the Convention on Psychotropic
Substances of 1971.
c: including pentazocine, a synthetic opioid controlled under the Convention on Psychotropic
Substances of 1971.
(Source: INCB Narcotic Drugs Report 2014)

(d)

Global Consumption Disparity
The highest levels of consumption for opioid analgesics have been recorded in
North America, European countries, New Zealand and Australia. The levels of
consumption for opioid analgesics rose substantially in the period 2000-2009 for a
large proportion of countries in Europe and in North America.
Usage per capita in the 10 years between the 1997/99 period and the 2007/09
period increased 1,700% in India and 400% in China. However, on the basis of
the INCB levels, India and China were still characterised as having very inadequate
consumption.
This disparity means that despite the dramatic increase in use in India and China:


China´s 2010-2012 average consumption per capita remains at 1% of that
of Australia and 0.4% of that of Germany



India’s average consumption per capita was 0.2% of that of Australia and
0.08% of that of Germany.
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Availability of opioids for pain management (2010-2012 average)

(Source: http://www.incb.org/documents/Narcotic-Drugs/Availability/total_2010_2012_final.pdf)

(e)

Ageing Demographic
In Europe, 20% of the population is currently aged 60 and older (144 million) and
15% are aged 80 and older (108 million). By 2050, the proportion of the population
aged 80 and older is estimated to reach 26% (187 million). This is the inevitable
consequence of declining fertility rates and increasing survival rates. This change
in demographics will result in greater levels of disability and comorbidity, with
consequent increased demand for palliative care.
As the population ages, the use of pain relief medications is expected to increase,
given:


chronic pain affects more than 50% of older people in the community and
more than 80% of nursing home residents



pain is the most frequently reported symptom by older people, reported by
73% of community-dwelling older people



pain is present in 67% of elderly hospitalised patients and in a large
proportion of cases is either not treated or not treated adequately



common chronic pain conditions in elderly adults include osteoarthritis,
neuralgia, spinal canal stenosis, cancer, fibromyalgia, post-stroke pain,
diabetic peripheral neuropathy and others



as new guidelines are released identifying the adverse reactions of nonsteroidal anti-inflammatory drugs and the elderly, there is a move toward
the use of opiates instead. Most of the older opiates have known efficacy
and safety profiles when used in an older population



one of the newer opiates, Oxymorphone, has recently been studied as it
bypasses many of the drug-drug interactions common to the elderly



the prevalence of pain in older adults is high. The American Geriatrics
Society panel on persistent pain in older persons states that up to 80% of
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long-term care residents have substantial pain and 25% of those received
neither analgesic medication nor non-pharmacological treatment for their
pain
(f)

Economic Development Driving Volume Growth
The level of consumption of opioid analgesics in a country is generally correlated
with the level of socio-economic development in that country. As economic
development occurs in emerging countries, access to and use of medicines
increases.
In emerging countries, 40% of the population is expected to have annual household
incomes over US$5,000 by 2016, which represents an increase of 494 million
people compared to 2011. Rising incomes, particularly at the very low end of
incomes, will continue to be strongly correlated with the incremental use of
medicines.
Incomes are expected to continue to rise based on macroeconomic expansion,
with a concomitant increase in access to medicines, and this will be supported
through a range of government policies. Spending on medicines in emerging
countries is expected to rise by US$150-165 billion in the next five years.

(g)

Population Growth Driving Pain Relief Demand
There is a large discrepancy between the amount spent per capita in emerging
markets on pain relief and the amount spent per capita in developed markets.
Developed markets include countries with the most advanced health systems and
economies, and are expected to spend an average of US$609 per person in 2016.
Emerging countries, which account for nearly two-thirds of the world’s population,
are expected to average US$91 per person in drug spend in 2016.
The INCB estimates that, in 2014:


China used 10.4 tonnes of codeine and 10.4 tonnes of morphine. This
equates to 14mg per person per annum, or less than about two over-thecounter codeine tablets per person per year. By contrast, Australia uses
almost 40 times more, at 562mg per person per annum



India used 65 tonnes of codeine, 12.1 tonnes of morphine and 1.1 tonnes
of dihydrocodeine. This equates to 60mg per person per annum or 10% of
Australian use per capita

The world’s population is growing at 1.1% annually, with an expected world
population of 9.55 billion people in 2050. Globally, we are adding 80 million people
per annum. Currently, 17% of the population use 92% of the global morphine
supply. If the rest of the world uses a similar amount per capita by 2050, the NRM
sector will need to increase its capacity by a factor of twenty from current levels.
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Significant differences in spending between developed and pharmerging markets

(Source: IMS Institute for Healthcare Informatics, ‘The Global Use of Medicines - Outlook through 2016’)4

4

Chart Notes: Real spending in 2005$ at variable exchange rates, adjusted for purchasing power parity.
Region average drug spend weighted by population.
Pharmerging Tier 2: Brazil, India and Russia.
Pharmerging Tier 3: Argentina, Egypt, Indonesia, Mexico, Pakistan, Poland, Romania, South Africa, Thailand, Turkey, Ukraine,
Venezuela, Vietnam.
Rest of Europe excludes Russia, Turkey, Poland, Romania, Ukraine, which are included in pharmerging.
Conventions: Spending is reported at ex-manufacturer prices and does not reflect off-invoice discounts and rebates.
Growth is calculated using US$ at constant (Q4 2011) exchange rates.
Pharmerging countries are defined as those with more than $1 billion spending growth over 2012-16 and which have GDP per
capita of less than $25,000 at purchasing power parity.
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3

Business Overview

3.1

Overview of TPI
Founded in 2004, TPI is one of the world’s nine licensed suppliers of licit narcotics
(specifically morphine, oripavine, codeine and thebaine) to the global pharmaceutical
sector.
TPI has spent the last 10 years developing its water based, solvent-free extraction process
while acquiring multiple international, national, state and territory licenses. In 2014, TPI
became the first company globally to have both northern and southern hemisphere growing
capability. Concurrently, it has expanded its customer base and established a raw material
supply platform which will enable it to compete in this strongly growing sector.
TPI currently exports licit narcotics to Europe, Africa and the US. In addition to narcotic raw
materials, TPI supplies culinary poppy seed (which is a by-product of growing licit
narcotics) to the European food industry.
With global headquarters in Victoria, a facility (straw growing, storage and de-seeding) in
Tasmania and a current expansion in Portugal, TPI has built a regulatory and
manufacturing platform to respond to the significant shortages in supply and distribution
that affect this highly regulated industry.
In addition to growing and exporting opium poppies in Portugal, TPI is exploring
opportunities for other growing regions and intends to establish API capability in Europe
over the next 18-24 months.

TIMELINE


Jarrod Ritchie establishes TPI to exploit a novel water based,
solvent-free extraction technology



TPI receives letter of support from Tasmanian Government



TPI receives grant to develop a perennial thebaine poppy obtained
from Israel



TPI receives licence to grow a trial crop in north east Tasmania



TPI starts construction of manufacturing facility in Cressy Tasmania



TPI receives first commercial order



TPI applies for first commercial licence



TPI receives full operational licences from Tasmanian and Federal
Government



TPI plants a commercial crop of 500Ha of poppies in Tasmania

2008



TPI acquires 250Ha of farmland to research and develop novel
poppy varieties including its perennial poppy Papaver bracteatum

2009



TPI delivers first commercial supplies of morphine to European
customers

2010



TPI sales increase fivefold



Poppy breeding focuses on different varieties including codeine,
oripavine and thebaine

2004

2005

2006

2007
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2011

2012

2013

2014

2015

3.2



TPI expands customer base in NRMs and poppy seeds



TPI commences lobbying of Federal and State Governments to
permit opium poppies (Papaver somniferum) to be grown on
mainland Australia



TPI commences discussions with European countries to permit
northern hemisphere growing



TPI invests in further cost reduction technology through Federal
Government grant



TPI receives trial licence to grow in Victoria approximately
one hectare



TPI identifies Portugal as a suitable growing and processing
opportunity



Laws introduced to permit commercial growing in Victoria and
Northern Territory and raw material to be brought into Victoria from
other jurisdictions



TPI receives grant to relocate manufacturing facility to Victoria and
commences relocation



TPI grows a trial crop in Northern Territory



TPI receives licence to grow poppies to Portugal



TPI acquires facility in Portugal for processing



TPI relocates manufacturing facility to Melbourne, Victoria



TPI commences harvest of first commercial crop in Victoria



TPI commences sowing its first northern hemisphere crop in
Portugal



TPI receives its first international licence in Europe to grow and
export opium poppies (Papaver somniferum) from Portugal



TPI receives Victorian manufacturing licence



TPI receives first commercial scale growing licence in Northern
Territory

Products
TPI enters into annual contracts with farmers from Victoria, Tasmania, Northern Territory
and Portugal to supply it with opium poppies. TPI separates the poppy seed from the
poppy straw (obtained from the harvested plants) and cleans and packages the poppy
seed for sale overseas. The poppy straw which remains after de-seeding is then
processed via TPI´s water based, solvent-free process to extract, concentrate, isolate and
purify the narcotic active ingredient into morphine, codeine, thebaine or oripavine of
differing grades and purity.

3.3

Operations
TPI currently is licensed to operate in four jurisdictions, Portugal (growing and export),
Victoria (growing, storage and manufacture), Tasmania (growing and processing) and the
Northern Territory (growing). To support these activities, TPI has the following
infrastructure:
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(a)

Melbourne, Victoria - Straw storage and manufacturing facility
The Victorian site is the global headquarters of TPI with Quality, Research and
Development, Agriculture, Administration and Engineering. Located in the
Melbourne metropolitan region, the site occupies 8.5Ha with an area under roof of
17,428 m2.
It will have an annual processing capacity of 100 tonnes of NRM and will carry out
the processing of poppy straw that is grown in Victoria, Portugal, Tasmania and
the Northern Territory. TPI’s manufacturing facility is currently being relocated from
Tasmania to the Victorian site. It is expected that the site will be ready for
commissioning in late July-early August 2015.

(b)

Cressy, Tasmania - Straw processing and storage
The Tasmanian facility is located approximately 30 minutes’ drive south of
Launceston on a 22Ha site. The site will be used for straw storage and de-seeding
of the Tasmanian crop.
This facility can store over 8,000Ha worth of poppy crop with a total area under
roof of 9,000m2. It has a de-seeding capability of 2,000kg of poppy seed per hour.

(c)

Lisbon, Portugal - Straw processing and storage, then additional processing
TPI has recently acquired a facility in Lisbon which will be used as a storage facility
for the poppy straw grown in Portugal.
The facility was approved by the Portugal Department of Health to store opium
poppies. The site is 1.5Ha and has 0.5Ha available for expansion. A 1,300m²
building currently licensed to store pharmaceuticals occupies the site. The facility
was opened in June 2015.

3.4

Process Technology
TPI developed and uses a water based, solvent-free process to extract the active
ingredient from opium poppies. Other suppliers of NRMs generally use a solvent based
process developed in the 1930s by the Hungarian scientist, János Kabay. That process
uses toxic solvents, which are then emitted into the atmosphere, and generates large
quantities of waste water containing toxins.
The advantages of TPI´s unique process over the traditional process are that it:


recycles the majority of its water and does not require expensive waste water
treatment plants



emits no solvents to the atmosphere



does not create a flammable atmosphere from the use of solvents



does not require expensive and high maintenance solvent recovery infrastructure



requires significantly less staff



has a capital cost to construct a manufacturing facility estimated at approximately
20% of a traditional facility for the same output



offers a significant cost advantage in manufacturing compared to solvent based
manufacturing



does not require off-site solvent destruction capability
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3.5

eliminates risk of environment damage, with no requirement for large waste water
storage and release.

Raw material supply
(a)

Poppy Straw varieties
TPI has access to a number of poppy straw varieties it has developed, using cross
breeding techniques or mutagenesis. These poppy varieties allow TPI to supply a
broad range of opiates to the API sector. While TPI focusses predominantly on
morphine and thebaine, it also has poppy varieties which allow TPI to supply
codeine and oripavine.

(b)

Agricultural Capability
Over the last three years, TPI has invested significantly in expanding its supply
chain. In Australia prior to 2014, poppies could only be grown in Tasmania. TPI
now has licences to grow poppies on a commercial scale in Portugal, Victoria,
Northern Territory and Tasmania. This capability will mitigate against adverse
weather and disease events that have occurred over recent years in Tasmania.
TPI is continuing to explore opportunities for other growing areas.
In addition to increasing TPI’s ability to source raw material, the four growing areas
spread working capital requirements across two growing seasons. In Portugal,
poppies are planted in February and harvested in June/July. In Victoria and
Tasmania, poppies are planted between May and September and harvested
between December and March. The Northern Territory crop has a shorter growing
cycle, with planting expected in April and harvesting in September/October.
TPI’s average contracted paddock size differs between the four growing areas. TPI
engages field officers who liaise with, and provide agronomic advice to, contracted
growers. A larger contracted paddock size reduces travelling time for field officers
(thereby increasing their efficiency) and reduces administrative and some other
costs associated with cultivation. TPI’s average contracted paddock size in
Tasmania is 11Ha/contract, in Victoria is 46.5 Ha/contract, in Portugal is 30
Ha/contract and in the Northern Territory is 120 Ha/contract.
The ability of TPI to expand its raw material supply options has a significant benefit
for the business with a significant increase in supply contracts expected to be
signed for the 2016 year.
Changes in the hectares harvested and the applicable exchange rates can affect
TPI’s financial position.

3.6

Customers
TPI supplies its products for use in the API market. It currently has customers spread over
Europe, South Africa and the US. TPI´s customers are pharmaceutical companies.
Generally, contracts are of two years length with both price and volume fixed or volume
linked to a percentage total of the customer’s requirements. TPI has continued to maintain
a longstanding relationship with its principal customers while it expands its customer base.

3.7

People
TPI has a highly experienced management team led by its Managing Director/CEO, Jarrod
Ritchie. Jarrod has approximately 19 years’ experience working in the licit narcotic
industry. Jarrod and his team have been responsible for driving the development of the
TPI supply platform along with managing the expansion of the product range and the
establishment of a diversified global supply chain.
(a)

Board
TPI’s Board consists of Mr Peter Robinson (Non-executive Chairman), Mr Todd
Barlow (Non-executive Director) and Mr Jarrod Ritchie (Managing Director and
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CEO). Each of the non-executive Directors has extensive experience in the
establishment and development of new companies and experience in the
pharmaceutical industry.
(b)

Senior Management
TPI´s management collectively has over 100 years’ of experience in the narcotic
industry ranging from senior management, quality and regulatory, research and
development, manufacturing, sales, commercial development and supply chain
management.

3.8

Licences
The NRM industry is highly regulated. TPI holds licences issued by national and state
governments in the jurisdictions in which it operates. These include licences covering the
cultivation, manufacture, possession and export of narcotic substances (as applicable) in
Portugal, Australia, Victoria, Northern Territory and Tasmania.

3.9

Competitive Positioning
As the only company in the world currently with northern and southern hemisphere growing
capability, TPI is well positioned to compete in the NRM sector. TPI now has a raw material
supply chain spanning four regions - Tasmania, Victoria, Northern Territory and Portugal.
This reduces exposure to adverse weather or disease events and spreads working capital
requirements across two growing seasons.
There are significant barriers to entry to the narcotic industry, with complex regulation and
licensing regimes at international, national, state and territory levels. As one of only nine
licenced producers globally, TPI has a competitive advantage by extracting NRMs from
opium poppies using its unique water based, solvent-free extraction process.
There is significant potential for growth in the narcotic industry with:

3.10



ageing global populations, with an increase in the incidence and severity of chronic
disease and obesity



continuing new product approvals and alternative narcotic raw material approvals
(including in anti-addiction and weight loss treatments)



the leading classes of therapeutics in emerging markets being pain relief,
antibiotics and hypertension



a significant global shortage of morphine for pain relief in emerging markets



a retreat, due to adverse side effects, from non-narcotic pain management
alternatives to more traditional narcotics.

Business Model
TPI´s business model is based on a significant disparity in supply and demand which
supports long term industry growth. TPI’s water based, solvent-free extraction process
provides a cost of manufacturing advantage and enables TPI to compete with more
established producers in the manufacture and sale of NRMs to the global market.
The ability to source opium poppies from Victorian, Northern Territory and Portugal
growers, in addition to Tasmania, will enable TPI to source crop at a discount to that
sourced from Tasmanian suppliers, who currently supply up to 45% of the global demand.
Once consolidated, TPI plans to expand its market share by expanding into the API sector
and other controlled drugs. This expansion will be made possible as the majority of the
cost of the API is the NRM input. TPI´s technology and low administrative cost base will
allow it to compete in both the NRM and API sectors.
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3.11

Growth Strategy
TPI is seeking to consolidate its base NRM supply business over the next 12 months by
maximising the benefits derived from a diversified growing base. To date, TPI has utilised
approximately 18% of its manufacturing capability but expects capacity utilisation will
increase with increases in the number of hectares under contract. Once the supply platform
has been delivered, TPI will look to expand its operations in Europe to enable the supply
of APIs derived from NRMs manufactured by it. In doing so, TPI may be able to take
advantage of its lower NRM production costs to increase potential margins on API
manufacturing. TPI has had preliminary discussions for API supply to traditional customers
of NRM.
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4

Financial Information–Accountants Section
This Section contains a summary of the statutory historical financial information prepared
by the Directors of TPI (the Financial Information). The Statutory Historical Financial
Information comprises the:


Consolidated statutory historical income statements for CY2012, CY2013 and
CY2014 (the Historical Results)



Consolidated statutory historical cash flow statements for CY2012, CY2013 and
CY2014 (the Historical Cash Flow Statements)



Consolidated statutory historical balance sheet as at 31 December 2014 (the
Balance Sheet)

(together, the Statutory Historical Financial Information).
Also summarised in this Section 4 are the basis of preparation and presentation of the
Financial Information (Section 4.1).
All amounts disclosed in the tables are presented in Australian dollars and, unless
otherwise noted, are rounded to the nearest $0.1 million.
TPI’s financial year is from 1 January to 31 December. Although TPI had previously
considered changing its financial year, the Board has resolved to maintain a 1 January to
31 December financial year.
4.1

Basis of preparation and presentation of the Financial Information
The Directors of TPI are responsible for the preparation of the Financial Information.
The Statutory Historical Financial Information has been prepared and presented in
accordance with the recognition and measurement principles of Australian Accounting
Standards issued by the Australian Accounting Standards Board, which are consistent with
International Financial Reporting Standards (IFRS) and interpretations issued by the
International Accounting Standards Board (IASB).
The Financial Information is presented in an abbreviated format and does not contain all
of the disclosures required by the Australian Accounting Standards and other mandatory
professional reporting requirements applicable to general purpose financial reports
prepared in accordance with the Corporations Act.

4.2

Historical Results
The table below sets out the Statutory Historical results for CY2012 and CY2013 and
CY2014.
Statutory Historical Results(1)
Year Ending 31 December
$’000
Revenue
Other Income
Cost of Goods Sold
Gross Profit
Impairment and relocation
expenses
Expenses
Total costs

CY2012

CY2013

CY2014

9,499
184
(13,017)
(3,334)

14,059
1,429
(10,849)
4,639
(1,498)

7,567
823
(10,361)
(1,971)
(4,782))

(4.749)
(4,749)

(5,450)
(6,948)

(4,968)
(9,750)
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EBITDA
Depreciation & Amortisation
EBIT
Net interest revenue/(expense)
Income tax benefit
(Loss)/Profit before tax

(8,082)
(1,609)
(9,691)
(2,672)

(2,309)
(1,399)
(3,708)
(3,087)

(12,364)

(6,795)

(11,721
(1,999)
(13,720)
(-805)
81
(14,444)

Notes:
(1)

4.3

The Statutory Historical Results have been audited

Management Discussion of Historical Results
General Factors affecting the operating results of Historical Financial Information
Set out below is a discussion of the main factors which affected TPI’s operations and
relative financial performance in CY12, CY13 and CY14. The discussion of these general
factors is intended to provide a brief summary only and does not detail all factors that
affected TPI’s historical operating and financial performance.
(a)

Change of manufacturing location
During the CY14, a decision was made to relocate the production facility from
Cressy, Tasmania to Melbourne, Victoria. As a consequence of this decision,
manufacturing ceased in July and equipment originally located in Cressy has
progressively been dismantled, shipped and then reassembled in Melbourne. The
Melbourne property had not been occupied for approximately five years and has
required a substantial investment to satisfy stringent health and security
requirements as well as the upgrade and reconnection of utilities and other facilities
for TPI’s purposes.

(b)

Lowest harvest on record
Results for CY14 were also adversely affected by the lack of straw as a
consequence of significant flooding during the growing season. The harvest was
the lowest on record.

(c)

Redundancy and relocation
Whilst most of the Tasmanian staff were given the opportunity to relocate, some
(due to various reasons) have elected to take a redundancy payment. For those
staff relocating to the new factory in Melbourne, TPI has agreed to provide financial
assistance.

(d)

Balance Sheet adjustments
As a consequence of the relocation of the production equipment from Cressy to
Melbourne, significant non-recurring costs associated with the dismantling of
facilities have been incurred. During this process, TPI has reviewed the need to
retain certain items of equipment and/or the viability of replacing equipment rather
than relocating it.
The relocation and capital restructuring was also seen as a good opportunity to
assess the carrying value of development costs and other costs associated with
developing IP and product markets both domestically and offshore.

4.4

Pro Forma Historical Balance Sheet
The table below sets out the adjustments that have been made to the reviewed Statutory
Historical Balance Sheet as at 31 December 2014 to prepare the Pro Forma Balance Sheet
for TPI as at 30 June 2015. These adjustments reflect a combination of the proceeds from
the capital raising and ongoing and expected expenditure on relocation, capex and working
capital on the operating and capital structure of TPI as at 30 June 2015.
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As at
$’million

Statutory
Historical Balance
Sheet
31 December 2014

Current Assets
Cash and cash equivalents
Receivables
Inventory
Other Current Assets
Assets held for resale
Total Current Assets
Non Current Assets
Plant & Equipment
Intangible Assets
Investments
Total Non Current Assets
Total Assets
Current Liabilities
Payables
Loans and Borrowings
Deferred income
Employee Benefits
Total Current Liabilities
Non Current Liabilities
Loans and Borrowings (Fin. Lease)
Employee Benefits
Total Non Current Liabilities
Total Liabilities
Net Assets
Shareholders’ Equity
Accumulated Losses
Reserves
Total Equity
4.5

Pro Forma
Balance sheet
30 June 2015

0.6
1.2
5.2
1.2
2.3
10.5

6.5
1.0
8.1
0.1
15.7

26.3
3.1
0.3
29.7
40.2

31.4
3.5
0.3
35.2
50.9

1.2
17.6
0.8
0.4
20.0

2.1
0.2
0.8
0.6
3.7

8,5
0.1
8.6
28.6
11.6
83.2
(73.5)
1.9
11.6

8.4
0.0
8.4
12.1
38.8
118.1
(81.2)
1.9
38.8

Management Discussion of Pro Forma Adjustments
(a)

Following the capital raising of $36.5 million, and the sale of two farms owned by
the Company in Tasmania for approximately $2.3 million during March 2015, funds
were used for the following purposes:
(a)

Repayment of bank debt

$12.8m

(b)

Repayment of shareholder loans

$7m

(c)

Acquisition of Portugal property

$2.3m

(d)

Purchase of raw materials

$4.2m

(e)

Capex, relocation and net working capital

$4.5m

(f)

Payment of legal and issue costs

$1.5m

Funds remaining at bank as at 30 June 2015 were $6.5 million.
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(b)

Sale of water rights
Terms have been agreed for the partial sale of some of the Company’s Tasmanian
water rights, surplus to its requirements. A net amount of approximately $277,000
is expected to be received very shortly.

4.6

Indebtedness
Immediately following completion of the most recent capital raising in late March, TPI had
a net cash position of approximately $19.9 million. The table below sets out the net cash
position of TPI as at 31 December 2014 and projected as at 30 June 2015.
TPI is currently in discussions with lenders for the provision of working capital funding. The
quantum of such funding is still to be determined and a key factor that will determine the
amount is the size of the 2015/2016 crop.
31 December 2014
Statutory Historical
(before Completion)

30 June 2015
Pro Forma
(after Completion)

$’million
Borrowings
Finance lease for Victorian factory*
Net Cash

(17.9)
(8.5)
(26.4)

(8.5)

* In line with Accounting Standards, the deferred purchase arrangement for the Victorian factory site has
been brought into the accounts as a finance lease. It only has recourse against the property and only at
maturity.

4.7

Statutory Historical Cash Flow Statements
The table below set out the Statutory Historical Cash Flow Statements

Year Ending 31 December
$’million
Operating cash flows
Receipts from customers
Payments to creditors and employees
Receipts from government grants
Other receipts
Cash used in operating activities
Interest Received
Finance Costs paid
Net operating cash flows
Cash flows from investing activities
Acquisition of property, plant and equipment
Acquisition of intangible assets
Proceeds from Issue of shares
Net repayment of borrowings
Net cash from financing activities
Net increase / (decrease) in cash held

Statutory Historical Cash
Flow Statements
CY2012 CY2013 CY2014

9.1
(21.2)
0.2
0.2
(11.7)
(1.6)
(13.3)

11.4
(15.3)
0.2
0.2
(3.4)
(2.1)
(5.5)

9.8
(16.0)
0.3
0.5
(5.4)
(0.9)
(6.3)

(2.3)
(0.3)

(3.6)
(1.4)
11.9
2.4
9.4
(1.1)

(2.6)
(1.3)
9.9
0.6
10.5
0.3

17.7
6.5
0.7
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4.8

Working capital statement
TPI has sufficient working capital to carry out its stated objectives.

4.9

Dividend policy
No dividend will be paid in respect of the CY2014 financial year.
The Board does not expect to declare a dividend in the near future. While TPI continues
to expand its operations, TPI expects to reinvest in its growth, rather than distribute profits
(if any) in the form of dividends. In determining whether to declare future dividends, the
Directors will have regard to TPI’s earnings, overall financial condition and requirements,
the outlook for the narcotics industry and future capital requirements.
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5

Key Risks

Introduction
This Section 5 describes some of the potential risks associated with TPI’s business and the
industry in which it operates, and the risks associated with an investment in Shares.
TPI is subject to a number of risks both specific to TPI and of a general nature, which may either
individually or in combination adversely affect the future operating and financial performance of
TPI, its investment returns and the value of its Shares.
Investors should note that this Section 5 does not purport to list every risk that may be associated
with an investment in Shares now or in the future and the occurrence or consequences of some of
the risks described in this Section 5 are partially or completely outside the control of TPI, its
Directors and management. There can be no guarantee that TPI will achieve its stated objectives
or that any forward looking statement or forecasts will eventuate.
The selection of risks has been based on an assessment of a combination of the probability of the
risk occurring and impact of the risk if it did occur. The assessment is based on the knowledge of
the Directors as at the Information Memorandum Date, but there is no guarantee or assurance that
the importance of risks will not change or other risks will not emerge.
5.1

Risks specific to an investment in TPI
(a)

Government licences
TPI is required to obtain licences and permits across many jurisdictions. The
majority of the licences are renewed either annually or biannually. There is a risk
that laws or regulations may be amended in Australia or elsewhere in a manner
that restricts TPI´s markets for saleable product and for raw material supply. Any
such change may affect the ability of TPI to carry on its business and may have a
material impact on TPI´s financial performance and future prospects of the
business.

(b)

Raw material supply
In the past, TPI has had significant difficulty obtaining sufficient raw material from
Tasmania due to weather related factors. Legislative change has enabled
expansion of poppy growing onto mainland Australia, however growing on the
mainland is not well established. The ability to grow in the Northern Territory is still
in its infancy and growing in Portugal has the additional cost burden of freight costs
from Europe to Australia. The inability to obtain sufficient raw material whether due
to adverse weather conditions or other issues could materially impact on TPI’s
operations and TPI’s financial performance and future prospects.
Additionally, a recent outbreak of downy mildew on poppies has impacted the
performance of Tasmanian crops. There is no guarantee that this disease is
restricted to Tasmania or prevalent only in Tasmania. The spreading of this
disease or any other disease which could not be controlled could have a material
impact on TPI’s operations and may impact the financial performance and future
prospects of the business.

(c)

Sovereign risk
The narcotics industry in which TPI operates is highly regulated. Changes,
whether as a result of changes in government or otherwise, in international,
national or state conventions, laws or regulations relating to the growing,
manufacture, export or sale of narcotic raw materials could materially impact TPI’s
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ability to operate. This may adversely affect TPI’s financial performance and future
prospects. The Therapeutic Goods Administration’s Advisory Committee on
Medicines Scheduling is currently considering making approximately 150 codeine
products prescription only medicine. It is unclear whether or to what extent this
change will occur and if it does, whether this will have a material effect on the
supply of NRM. This would bring Australia in line with the pharmaceutical regimes
currently existing in the US and Europe.
(d)

Loss of key personnel
The manufacturers in the licit NRM sector and API sector are relatively small in
number and, as a consequence, the number of people skilled in the industry is
lower than other pharmaceutical sectors. TPI is currently operating as a relatively
flat organisation and is reliant on a few key staff.
TPI operates across two countries and has facilities in three jurisdictions.
Management of a complex business that operates globally has a higher employee
risk/complexity than a business which operates in one jurisdiction. Loss of a few
key personnel could have a material impact on TPI´s operations and may impact
the financial performance and future prospects of the business.

(e)

Sensitisation
Licit NRMs are by their nature toxic. If used inappropriately, they can lead to death
and excessive exposure can lead to long term sensitisation, which can result in
employee or other claims. Any claims may be costly and may impact TPI’s ability
to manufacture and the financial performance and future prospects of the business.

(f)

Diversion of material
TPI employs state of the art security and has a highly regulated and monitored
security system at its facilities. Despite this, any diversion (theft or illicit use) of
material during manufacture, storage or freight could result in a loss of an operating
licence or substantial fine and/or reputational damage. This may have a material
impact on TPI’s ability to compete and may impact the financial performance and
future prospects of the business.

(g)

Introduction of competing products
Companies are continually exploring new products which provide pain relief and
may not exhibit side effects related to the use of opiate based pain relief (such as
respiratory depression and/or addiction). An introduction of a non-narcotic opiate
without adverse side effects could have a material impact on TPI’s ability to
compete and may impact the financial performance and future prospects of the
business.

(h)

Subsidisation of competing crops
Some countries (including the European Union) currently grant subsidies for
certain crops. Should existing subsidies increase or new subsidies be introduced
by relevant countries (including the European Union) for crops that compete with
opium poppies for returns, this may have a material impact on TPI’s ability to obtain
raw material at a commercially viable price. This would impact TPI’s ability to
compete and may impact the financial performance and future prospects of the
business.

(i)

Manufacturing
TPI is currently relocating its facility from Tasmania to Victoria and is approximately
80% completed. The installation and commissioning of the facility could be
delayed which would have an effect on TPI´s ability to supply to its customers. Any
substantial delay could have a material impact on TPI’s operations and may impact
the financial performance and future prospect of the business.
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TPI has applied for Commonwealth approval of its manufacturing site in Victoria.
TPI may be delayed or prevented from obtaining its Commonwealth licence which
would have a material impact on TPI’s operations and may impact TPI’s financial
performance and future prospects.
(j)

IP protection
TPI´s low cost water based, solvent-free extraction process is not protected by
patents but rather by confidentiality agreements. TPI protects its intellectual
property based on a trade secret approach. This may result in a competitor
developing a similar low cost extraction process which would compete with TPI´s
main competitive strengths. Any new competitor with similar intellectual property
may have a material impact on TPI’s competitive position and may impact TPI’s
financial performance and future prospects.

(k)

Change in regulation to limit supply into the US and other markets
The US government has, from time to time, restricted the quota issued for
importation of NRMs in response to the abuse of prescription medication. This
restriction on quota could limit the opportunities for expansion in the US market.
Other countries may take a similar view and/or change the scheduling and/or
availability of pain relief medication. Such changes or quota restrictions may have
a material impact on TPI’s ability to operate and may impact the financial
performance and future prospects of the business.

(l)

Competing with SOE
Two of TPI´s competitors are enterprises owned by the Indian and Turkish
governments. While these competitors have a protected position in, and focus
primarily on, the US market, there is a possibility that they could compete in
markets in which TPI has a presence. Large state owned enterprises have an
ability to run at a loss for a long period of time. A price war could have a material
impact on TPI and its ability to compete and may impact the financial performance
and future prospects of the business.
Currently, a significant quantity of codeine is being sold into India. It is possible
that, in time, the Indian government will cease its historical opium manufacturing
and create a NRM business similar to that occurring in Australia and Europe. Such
a change may have a material impact on TPI’s ability to compete and may impact
the financial performance and future prospects of the business.

(m)

Competition
TPI competes against both SOE and large multinationals. Both have a capacity to
operate at a loss or compete aggressively for market share for a longer period than
TPI. This may place pricing pressure on TPI and may impact TPI’s ability to retain
existing customers or attract new customers. If TPI cannot compete successfully,
TPI’s financial performance and the future prospects of the business may be
adversely affected.

(n)

Foreign exchange
TPI sells NRM in US dollars and poppy seed in Euros. It buys its raw material
(opium poppies) predominantly in Australian dollars and Euros. Any adverse
change in currency could have a material impact on TPI´s financial performance
and future prospects of the business.

(o)

Poppy seed price volatility
Poppy seed is a commodity based product the price of which varies in response to
supply and demand. The revenue derived from poppy seed contributes to a
proportion of the cost of the raw material and hence contributes a material amount
to TPI’s revenue and profit. The poppy seed market can be volatile and pricing
can change rapidly. This volatility, in combination with €/AUD foreign exchange
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changes, could have a material impact on TPI’s ability to compete and may impact
the financial performance and future prospects of the business.
(p)

Poppy seed purity
Some countries, including the Czech Republic, are lobbying the EU to decrease
the residual poppy straw dust (morphine content) in poppy seed. This would
restrict the importation of poppy seed from high alkaloid countries, such as
Australia and Spain. Should the EU accede to these demands the cost of purifying
poppy seed could materially change. This may have a material impact on TPI’s
ability to compete and may impact the financial performance and future prospects
of the business.

(q)

API expansion and product recalls
If TPI expands into API manufacturing, the regulatory requirements for selling
product will increase above the already significant regulatory hurdles. Product
produced at an API level must be fit for human consumption and any
manufacturing, documentation or regulatory errors will increase the risk of an
adverse financial outcome including that associated with a pubic recall and
enforcement actions. This may impact the financial performance and future
prospects of the business.

(r)

Market access
If TPI expands into API manufacturing, restrictions imposed by some countries on
the sale of APIs which have not been manufactured in that country or region may
impact TPI’s ability to compete. If TPI cannot compete successfully, this would
impact TPI’s financial performance and future prospects.

(s)

Litigation
In the ordinary course of business, TPI may be involved in possible disputes. These
disputes could give rise to litigation. While the extent of any disputes and litigation
cannot be ascertained at this time, any dispute or litigation may be costly and may
adversely affect the operational and financial results of TPI.

(t)

Counterparties
There is always a risk that, notwithstanding appropriate safeguards, a party with
whom TPI has dealings may experience financial or other difficulties which may
affect that party’s ability to perform its obligations to TPI. This may affect the value
of, and returns from, an investment in Shares.

(u)

Absence of dividends
The Board has yet to establish a dividend policy, and does not expect to pay
dividends in the near term. While TPI continues to expand its business operations,
TPI expects to continue to reinvest in its growth rather than distribute profits in the
form of dividends. The ability of TPI to pay any dividend in the future is dependent
on many factors. The Directors do not give any assurance regarding the payment
of dividends in the future.

(v)

Release from escrow risk
The Escrowed Shareholders will be subject to ASX imposed escrow requirements
which are designed to protect the integrity of the market. A total of 5,996,504
shares held by related entities of Jarrod Ritchie and Ross Dobinson and by
Washington H Soul Pattinson Limited and certain shareholders who acquired
shares from related parties of Jarrod Ritchie will be escrowed for a period of two
years following the Official Quotation of TPI’s securities on ASX. The Restricted
Securities comprise 11.66% of the Shares on issue. At the end of these escrow
periods, a significant sale of the Shares released from escrow, or the perception
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that such sales have occurred or might occur, may impact the Share price of TPI.
Refer to Section 7.7 for further information regarding the Restricted Securities.
5.2

General risks
(a)

Market conditions
If TPI is admitted to the official list of ASX, the price at which Shares are quoted on
ASX may increase or decrease due to a number of factors outside TPI’s control
and which are not explained by the fundamental operations and activities of TPI.
These factors may cause the Shares to trade at prices above or below the price at
which the Shares were initially acquired. There is no assurance that the price of
the Shares will increase if they are quoted on ASX. Some of the factors which may
affect the price of the Shares include:

(b)



fluctuations in the domestic and international market for listed stocks



general economic conditions in both Australia and internationally, including
interest rates, inflation rates, exchange rates, commodity and oil prices



inclusion in or removal from market indices



changes to government fiscal, monetary or regulatory policy, legislation or
regulation



the nature of competition in the markets and industries in which TPI
operates



the introduction of taxation reform



general operational and business risks.

Liquidity
There can be no guarantee that an active market in the Shares will develop or that
the price of the Shares will increase. There may be relatively few buyers or a
relatively high number of sellers of Shares on ASX at any given time. This may
increase the volatility of the market price of Shares. It may also affect the market
price at which Shareholders are able to sell their Shares.

(c)

Additional requirements for capital
The future capital requirements of TPI will depend on many factors including its
business development activities. However, TPI will not raise capital for three
months from the date of this Information Memorandum. Should TPI seek to raise
further funds after three months, there can be no assurance that additional
financing will be available when needed or, if available, on terms acceptable to TPI.
Any inability to obtain additional finance, if required, may have a material adverse
effect on TPI’s business and its financial condition and performance. Further, any
additional capital raised may dilute Shareholders’ interests in TPI.

(d)

Force Majeure
Events may occur within or outside Australia that could affect investor sentiment or
impact upon the global and Australian economies, the operations of TPI and the
price of the Shares. These events include acts of terrorism, an outbreak of
international hostilities, fires, floods, earthquakes, labour strikes, civil wars, natural
disasters, outbreaks of disease or other man-made or natural events. These
events can have an adverse effect on the demand for TPI’s goods and services
and its ability to conduct business. TPI has only a limited ability to insure against
some of these risks.
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(e)

Insurance
TPI insures its business and operations. However, TPI’s insurance may not be of
a nature or level to provide adequate insurance cover to insure against the
occurrence of all events that may impact on the operations of TPI. The occurrence
of an event that is not covered or fully covered by insurance could have a material
adverse effect on the business, financial conditions and results of TPI.

(f)

Changes in tax rules or their interpretation
Changes in tax law, or changes in the way tax laws are interpreted may impact the
tax liabilities of TPI, Shareholder returns, or the tax treatment of a Shareholder’s
investment. In particular, both the level and basis of taxation may change. The
tax information provided in this Information Memorandum is based on current
taxation law as at the Information Memorandum Date. Tax law is frequently being
changed, both prospectively and retrospectively. Any actual or alleged failure to
comply with, or any change in the application or interpretation of tax rules applied
in respect of such transactions, may increase TPI’s tax liabilities or expose it to
legal, regulatory or other actions.

(g)

Changes in accounting standards
Australian Accounting Standards are issued by the Australian Accounting
Standards Board and are not within the control of TPI and its Directors. Any
changes to the accounting standards or to the interpretation of those standards
may have an adverse effect on the reported financial performance and position of
TPI.
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6

Key Individuals, Interests and Benefits

6.1

Board of Directors

Director

Expertise, experience and qualifications

Peter Robinson
B.Com (F.A.I.C.D)

Peter Robinson joined Washington H Soul Pattinson and Company
Limited (WHSP) in 1978 and retired as Executive Director of the diversified
investment company at the end of March 2015. He joined the WHSP board
in 1984 and has over 30 years’ experience as a public company director.

Non-executive
Director

As Executive Director of WHSP, Peter had the responsibility of managing
a diverse range of investments in various industry segments including
pharmaceuticals, coal mining, telecommunications, building supplies,
nutraceuticals, copper and gold production and property development.
Mr Robinson is also the Chairman of Australian Pharmaceutical Industries
Limited and Clover Corporation Limited and is a non-executive director of
CPL Limited, a company listed in Papua New Guinea.
Jarrod Ritchie BSc
(Hons)
Managing Director/
CEO

Todd Barlow
B. Bus/ LLB (Hons)
Non-executive
Director

Jarrod Ritchie has over 19 years’ experience in the opiates industry. He
has led TPI from its inception as a start-up to its current position as
Australia’s third licensed poppy processor with a strong international
reputation. Jarrod has led new research in the opiates industry, including
TPI’s unique, environmentally-sustainable, solvent-free manufacturing
process. He has also led the successful trialling of a new thebaine-rich
variety of poppy; the introduction of commercial poppy crops to Victoria;
the trialling of poppy crops in the Northern Territory; and the expansion of
TPI’s global operations to Portugal.
Todd Barlow is the CEO of Washington H. Soul Pattinson and Company
Limited and a Non-executive Director of ASX listed New Hope Corporation
Limited and PM Capital Asian Opportunities Fund Limited. Before joining
Washington H. Soul Pattinson, he was Managing Director of Pitt Capital
Partners Limited, a Sydney based corporate advisory firm. He continues
to serve as a non-executive director of Pitt Capital Partners Limited as well
as a number of unlisted entities.
Between 2005 and 2008, Todd was based in Hong Kong and provided
advice on cross-border transactions between Asia and Australia. He
previously practiced as a lawyer, specialising in corporate law and mergers
and acquisitions.

The composition of the Board committees and details of its key corporate governance
polices are set out in Section 6.7 to 6.15.
The Board is satisfied that the composition of the Board represents an appropriate range
of experience, qualifications and skills for a listed company. However, TPI is currently
considering adding one or two independent directors to its Board.
Each Director has confirmed to TPI that they anticipate being available to perform their
duties as an executive Director or non-executive Director of TPI without constraint from
other commitments.
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6.2

Senior Management Team
TPI is the employer of all the Group’s employees.

Executive

Expertise, experience and qualifications

Peter Varnay

Peter has a Bachelor of Commerce from the University of New
South Wales and is a Chartered Practising Accountant. Prior to
joining TPI in 2014, he had over 30 years’ experience in the
banking and finance sector, working with HSBC and Rabobank
with a focus on funding arrangements and financial restructuring
in the corporate sector.

Chief Financial Officer

Lucy Waddell
Quality and Regulatory
Manager

Richard Scullion
Sales and Commercial
Director

Andrew Tomkins
Agricultural Supply
Director

Chris Murray
Research and
Development Director

Lucy has 15 years’ experience in the opiates industry. Lucy
completed a Bachelor of Science (Hons) focussing in Analytical
Chemistry. Lucy was employed by GlaxoSmithKline Australia Pty
Ltd in their Quality Assurance department. She later moved to
the Research and Development department. Since joining TPI in
2005 as Quality Assurance and Regulator Manager, Lucy has
been responsible for licencing and security, compliance and
customer relations.
Richard has over 20 years’ experience in the commercial sale of
opiates and API’s. Richard began his career in 1992 as a Sales
Executive for Macfarlan Smith Ltd. Since then he has held the
following positions: United Kingdom Sales Manager, Business
Manager and Area Sales Manager (Europe, North America,
Canada, US, Far East). He is currently TPI’s Commercial
Director.
Andrew’s previous role was the Director for Biosecurity and
Product Integrity Group in the Northern Territory Department of
Primary Industry and Fisheries. In this role he was responsible
for the development of Tasmania’s Biosecurity Strategy and
managing staff and programs in Animal Biosecurity, Animal
Welfare, Chemical Services and Plant Biosecurity. Andrew was
previously a Program Leader in the Victorian Department of
Natural Resources and Environment with responsibility for plant
biosecurity operations. Andrew has a Bachelor of Horticultural
Science (1st class honours), a PhD (Entomology) from Lincoln
University and a Postgraduate Diploma in Management Studies
from the University of Waikato, New Zealand.
Prior to joining TPI, Chris worked for Macfarlan Smith Ltd for 15
years. Whilst at Macfarlan Smith Ltd, Chris was Supply Chain
Director. In that role he had responsibility for development and
implementation of divisional sales and operations planning
processes, global procurement of NRMs, customer service and
United Kingdom poppy growing. Prior to this role, Chris was
Head of Research & Development at Macfarlan Smith Ltd where
he was responsible for continuous improvement of Macfarlan
Smith Ltd’s API manufacturing processes and the development
of chemical processes for new product pipelines. Chris has a
Bachelor of Science in Chemistry (1st class honours), a PhD
(Organic Chemistry) from Heriot-Watt University in Edinburgh,
Scotland, and a postgraduate certificate in Occupational Health
& Safety.
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Nick Taylor
Site Manager
(Australia)

Craig Sweenie
Site Manager (Portugal)

6.3

Nick Taylor joined TPI in 2010 following time spent 10 years
working at premium cool climate wineries in northern
Tasmania. Since joining TPI, Nick has been a pivotal member
of the senior management team, successfully transitioning TPI's
novel process from development to full scale production.
Craig Sweenie worked at Macfarlan Smith Ltd in Edinburgh for
20 years prior to joining TPI. Whilst at Macfarlan Smith Ltd, Craig
was Head of all API Production. In that role he had responsibility
for all opiate manufacturing including specialist opiate
manufacture in Buprenorphine, Naloxone, Hydromorphone and
Oxycodone.

Interests and Benefits
This section sets out the nature and extent of the interests and fees of certain persons
involved in the Listing.
Other than as set out below or elsewhere in this Information Memorandum, no:


Director



person named in this Information Memorandum and who has performed a function
in a professional, advisory or other capacity in connection with the preparation or
distribution of this Information Memorandum



promoter of TPI; or



financial services licensee named in this Information Memorandum as a financial
services licensee involved in the Listing,

holds as at the time of the Information Memorandum Date, or has held in the two years
before the Information Memorandum Date, an interest in:


the formation or promotion of TPI



property acquired or proposed to be acquired by TPI in connection with its
formation or promotion or the Listing



the Listing

and no amount (whether in cash, Shares or otherwise) has been paid or agreed to be paid,
nor has any benefit been given or agreed to be given to any such person for services in
connection with the formation or promotion of TPI, the Listing or to any Director to induce
them to become, or qualify as, a Director.
6.4

Interests of Advisers
TPI has engaged the following professional advisers in relation to the Listing:


Wilson HTM has acted as Lead Advisor to the Listing. Wilson HTM is not receiving
any fees in respect of the Listing.



Arnold Bloch Leibler has acted as Australian legal adviser to TPI in relation to the
listing. TPI has agreed to pay $250,000 for these services.
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6.5

Directors’ interests and remuneration
(a)

Managing Director/CEO
TPI has entered into an employment agreement with Jarrod Ritchie to govern the
terms of his employment with TPI. Under the agreement, Jarrod receives a base
salary and the minimum statutory contributions which amounts to $800,000 in total.
He will only be eligible to participate in the ESOP once Shareholder approval is
sought.
Jarrod may resign by providing 12 months’ notice to TPI. TPI may terminate
Jarrod’s employment without cause by providing him with 12 months’ notice. TPI
may terminate Jarrod’s employment agreement without notice in certain
circumstances, including breach of conduct, being found guilty of a serious criminal
offence or if Jarrod becomes bankrupt.
Jarrod’s employment agreement includes a restraint of trade period of 12 months
post termination of his employment. The enforceability of the restraint is subject to
usual legal requirements.

(b)

Non-executive Director Remuneration
Under the Constitution, the Board decides the total amount paid to each Director
as remuneration for their services as a Director of TPI. However, under the Listing
Rules, the total amount paid to all Non-executive Directors for their services must
not exceed in aggregate in any financial year the amount fixed at TPI’s general
meeting.
The total amount currently paid to Non-executive Directors of TPI is, in aggregate,
$190,000 and the total pool has been fixed at $700,000 per annum.
Each Non-executive Director of TPI has entered into a board appointment letter
with TPI which set out the key terms of their employment. The Non-executive
Directors will only be eligible to participate in the ESOP once Shareholder approval
is sought.

(c)

Directors’ interests in Shares and other securities
Role

Shares

Other
securities

Jarrod Ritchie

Managing
Director/ CEO

3,023,273
(includes
associated
entities)

Nil

Peter Robinson

Non-executive
Director

150,000
(includes
associated
entities)

Nil

Todd Barlow

Non-executive
Director

Nil

Nil

Person

(d)

Deeds of Indemnity, Insurance and Access
TPI has entered into deeds of indemnity, insurance and access with each Director.
The deed contains rights of access to certain books and records of TPI for a period
of seven years after the Director ceases to hold office. This seven year period can
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be extended where certain proceedings or investigations commence before the
seven year period expires.
Pursuant to the Constitution, TPI may indemnify each of its Directors and officers,
past and present, against liabilities that arise from their position as a Director or
officer to the full extent permitted by law. Under the deeds of indemnity, insurance
and access, TPI will indemnify each Director against all liabilities to another person
that may arise from their position as a Director of TPI to the full extent permitted by
law. The deed stipulates that TPI will meet the full amount of any such liabilities,
including reasonable legal costs and expenses.
Pursuant to the Constitution, TPI may arrange and maintain directors’ and officers’
insurance for its Directors to the full extent permitted by law. Under the deed of
indemnity, insurance and access, TPI will be obligated to obtain such insurance
during each Director’s period of office and for a period of seven years after a
Director ceases to hold office. This seven year period can be extended where
certain proceedings or investigations commence before the seven year period
expires.
(e)

Other information
Directors may also be reimbursed for travel and other expenses reasonably
incurred in attending to TPI’s affairs. There are no retirement benefit schemes for
Directors, other than statutory superannuation contributions. The interests of
Directors and management are set out in this Section 6.
Directors may be paid such additional or special remuneration if they, at the request
of the Board, and for the purposes of TPI, perform any extra services or make
special exertions.

6.6

Management interests and remuneration
(a)

Other key management
TPI has employment agreements with each member of its senior management
team. The employment agreements include confidentiality obligations, intellectual
property provisions and restrictive covenants applying to a period postemployment. TPI has recently reviewed its employment agreements in conjunction
with the implementation of the ESOP and have updated the employment
agreements accordingly. The Directors believe the employment agreements are
on standard commercial terms for employees of this level in the industry in which
TPI operates.
The total remuneration currently paid to TPI’s senior management team (including
the Managing Director/ CEO) is $2,589,108, excluding superannuation. Each
member of the senior management team receives a base salary as well as
superannuation contributions. They are also reimbursed for business expenses.
TPI’s senior management team will be eligible to participate in the ESOP.

6.7

Corporate Governance
This section explains how the Board intends to oversee the management of TPI. The
Board is responsible for the overall corporate governance of TPI. The Board monitors the
operational and financial position and performance of TPI and oversees the development
of TPI’s corporate strategy. The Board is also responsible for ensuring the integrity of TPI’s
financial reporting and monitors TPI’s financial results on a regular basis.
TPI is seeking to list on ASX. The ASX Corporate Governance Council has developed and
released its 3rd edition of the ASX Corporate Governance Principles and
Recommendations (ASX Principles) for Australian listed entities in order to promote
investor confidence and to assist companies in meeting stakeholder expectations.
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The ASX Recommendations are not prescriptions, but guidelines. However, under the
ASX Listing Rules, TPI will be required to provide a statement in either its annual report or
on its website, and also in the Appendix 4G that it must lodge with ASX at the same time
as it lodges its annual report, disclosing the extent to which it has followed the ASX
Recommendations in the reporting period.
If TPI does not follow an ASX
Recommendation, TPI must identify the relevant recommendation or principle that has not
been followed and give reasons for not following it.
The main policies and practices adopted by TPI are summarised below. Copies of the
policies which TPI has adopted are available at www.tpienterprises.com.
6.8

Board Composition
The Board considers an independent Director to be a Non-executive Director who is not a
member of TPI’s management and who is free of any business or other relationship that
could materially interfere with or reasonably be perceived to interfere with the independent
exercise of their judgement. The Board will consider the materiality of any given
relationship on a case by case basis and has adopted guidelines to assist in this regard.
The Board reviews the independence of each Director in light of interests disclosed to the
Board from time to time.
The Board Charter sets out guidelines for the purpose of determining the independence of
Directors in accordance with the ASX Recommendations and has adopted a definition of
independence that is based on the definition set out in the ASX Recommendations.
The Board considers qualitative principles of materiality for the purpose of determining
‘independence’ on a case by case basis. The Board will consider whether there are any
factors or considerations which may mean that the Director’s interest, business or
relationship could, or could be reasonably perceived to, materially interfere with the
Director’s ability to act in the best interests of TPI.
The Board considers that none of its current Directors are independent Directors.
Recommendations 2.4 and 2.5 of the ASX Recommendations recommend that a majority
of the Board should be comprised of independent Directors and the chairperson should be
an independent Director. However, as at Listing, the Board will not have any independent
Directors. Further, the chairperson of the Board will not be an independent Director.
Although the composition of the Board does not comply with the ASX Recommendations,
the Board believes that independent judgment is achieved and maintained in respect of its
decision making processes. Furthermore, all Directors are entitled to seek independent
professional advice as and when required. The Directors believe that they are able to
objectively analyse the issues before them in the best interests of all Shareholders in
accordance with their duties as Directors.
TPI is actively seeking and intends to appoint one or two independent Directors to the
Board.

6.9

Board Charter
The Board Charter adopted by the Board sets out the roles and responsibilities of the
Board. It envisages that the Board should comprise directors with a range of skills,
expertise, experience and diversity which are relevant to TPI’s business and the Board’s
responsibilities.
The Board Charter allows the Board to delegate powers and
responsibilities to committees established by the Board. The Board retains ultimate
accountability to Shareholders in discharging its duties. The Board has responsibility for
providing overall strategic guidance for TPI and effective oversight of management. The
Board ensures that the activities of TPI comply with its Constitution, from which the Board
derives its authority to act, and with the relevant legal and regulatory requirements.
The Board has delegated day-to-day management of the business and affairs of TPI to the
Chief Executive Officer who may in turn delegate to senior management. The Board is
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responsible for appointing, removing and managing the performance of the Chief Executive
Officer.
In accordance with the Corporations Act, each Director must bring an independent view
and judgment to the Board. In determining whether a Director is independent, the Board
will have regard to the ASX Corporate Governance Recommendations 3rd Edition and any
information or circumstances deemed relevant.
The Board has adopted a performance evaluation process in relation to the Board, the
Board committees, individual Directors and senior management. The Board has delegated
some of its functions to committees, although ultimate responsibility for those functions
remains with the Board.
6.10

Board Committees
To assist in carrying out its responsibilities, the Board has established an Audit and Risk
Committee and a Human Capital Committee.
Each of the Audit and Risk Committee and the Human Capital Committee (and any other
committee established by the Board from time to time) has (or will have) a terms of
reference which set out the roles, responsibility, composition and processes of that
committee.
The Audit and Risk Committee will consist of, where practical, at least three members, a
majority of whom are Non-executive Directors. The Chairman of the Audit and Risk
Committee, where practical, must be an independent Director and not the Chair of the
Board.
The Human Capital Committee will consist of at least three members, and, where practical,
a majority of whom will be independent Non-executive Directors. The chair of the Human
and Capital Committee must be a Non-executive Director and, where practical, must be an
independent Director and not the Chair of the Board.
Other committees may be established by the Board as and when required. Membership of
Board committees will be based on the needs of TPI, relevant legislative and other
requirements and the skills and experience of individual Directors.
(a)

Audit and Risk Committee
The Audit and Risk Committee is responsible for monitoring, reviewing, and
reporting to the Board on the propriety of related party transactions, financial
reporting matters, risk management, internal controls, external audit functions and
TPI’s taxation position.
In addition, the Audit and Risk Committee is responsible for making
recommendations to the Board in relation to the appointment of the external
auditors, the approval of their remuneration and the terms of their engagement.
As at Listing, the Audit and Risk Committee comprises Todd Barlow (chairperson),
and Peter Robinson. TPI acknowledges that the current formation of the Audit and
Risk Committee does not comply with Recommendations 4.1 or 7.1 of the ASX
Corporate Governance Recommendations 3rd Edition as the committee does not
consist of a majority of independent Directors. The Committee is also made up of
only two members, as opposed to at least three. However, the Board has
considered TPI’s immediate requirements as it transitions to an ASX listed
company and is satisfied that the composition of the committee reflects an
appropriate range of independence, skills and experience for TPI. Moreover, TPI
is actively seeking and intends to appoint one or two independent Directors to the
Board and envisages that one or both will replace existing committee members or
be added to the Audit and Risk Committee.
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(b)

Human Capital Committee
The Human Capital Committee is responsible for establishing, overseeing and
advising the Board in relation to:


nomination matters, being, Board succession planning, induction and
continuing professional development of Directors and Board and
committee performance evaluation



remuneration matters, being, remuneration arrangements and incentive
plans, assessment of management performance and other human
resources related matters

As at Listing, the Human Capital Committee comprises Todd Barlow (chairperson)
and Peter Robinson. Both members are Non-executive Directors of TPI, although
neither are independent. This means that the current formation of the Human
Capital Committee does not comply with Recommendations 2.1 or 8.1 of the ASX
Corporate Governance Recommendations 3rd Edition as the committee consists of
only two members and does not have a majority of independent Directors.
However, the Board has considered TPI’s immediate requirements as it transitions
to an ASX listed company and is satisfied that the composition of the committee
reflects an appropriate range of independence, skills and experience for TPI.
Moreover, TPI is actively seeking and intends to appoint one or two independent
Directors to the Board and envisages that one or both will replace existing
committee members or be added to the Human Capital Committee.
6.11

Diversity Policy
TPI has a strong commitment to diversity and seeks to promote an inclusive culture where
people are encouraged to succeed to the best of their ability. TPI understands that
promoting diversity can enrich TPI’s perspective, improve corporate performance, increase
Shareholder value and maximise the probability of the achievement of TPI’s goals. TPI
has adopted a diversity policy which sets out its commitment to diversity and inclusion in
the workplace. Under the policy, ‘diversity’ encompasses (without limitation) diversity of
gender, age, ethnicity and cultural background. In its annual report, TPI will disclose the
measurable objectives for achieving gender diversity and its progress towards achieving
them, and will also disclose the proportions of men and women on the Board, in senior
executive positions and across the whole Company.

6.12

Continuous Disclosure and Shareholder Reporting Policy
Once listed, TPI will be required to comply with the continuous disclosure requirements of
ASX Listing Rules and the Corporations Act. TPI will be required to immediately disclose
to ASX any information concerning TPI which a reasonable person would expect to have
a material effect on the price or value of TPI securities.
The Board aims to ensure that Shareholders and stakeholders are informed of all major
developments affecting TPI’s state of affairs. As such, TPI has adopted a Continuous
Disclosure and Shareholder Reporting Policy, which establishes procedures to ensure that
Directors and senior management are aware of, and fulfil their obligations in relation to,
providing timely, full and accurate disclosure of material information to TPI’s stakeholders
and comply with TPI’s disclosure obligations under the Corporations Act and Listing Rules.
The Continuous Disclosure and Shareholder Reporting Policy also sets out procedures for
communicating with the media and the market.

6.13

Shareholder Communications
The Board’s aim is to ensure that Shareholders are provided with sufficient information to
assess the performance of TPI and that they are informed of all major developments
affecting the state of affairs of TPI relevant to Shareholders in accordance with all
applicable laws. Pursuant to TPI’s Continuous Disclosure and Shareholder Reporting
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Policy, information will be communicated to Shareholders through the lodgement of
information with ASX as required by TPI’s continuous disclosure obligations and by
publishing information on TPI’s website.
In particular, TPI’s website will contain information about the Company, including media
releases, key policies and the terms of reference of its Board committees. All
announcements made to the market and other relevant information will be posted on TPI’s
website at www.tpienterprises.com as soon as they have been released to ASX.
6.14

Security Trading Policy
TPI has adopted a Security Trading Policy which will apply to TPI, its Directors, Company
Secretary and senior management and other persons nominated by the Board from time
to time (Designated Persons). The Security Trading Policy is intended to explain the types
of conduct in relation to dealings in Shares that are prohibited under the Corporations Act
and establish procedures in relation to Designated Persons dealing in Shares. Subject to
certain exceptions, including severe financial hardship, the Security Trading Policy defines
certain “prohibited periods” during which trading in Shares by Designated Persons is
prohibited. Those prohibited periods will be any of the following periods:


the period commencing 1 January and ending on the preliminary announcement
of the Company’s annual financial accounts



the period commencing 30 June and ending on the preliminary announcement of
the Company’s half year results



any other time as advised by the Company Secretary, for example, when TPI is
embarking on a significant transaction or significant development that has not yet
been announced to the market.

In all instances, buying or selling Shares is not permitted at any time by any person who
possesses price-sensitive information in a manner contrary to the Corporations Act. The
Security Trading Policy also sets out the restrictions imposed on any Designated Persons
in dealing in Shares when in possession of “inside information”, being information relating
to TPI which is not generally available but, if the information were generally available, would
be likely to have a material effect on the price or value of the Shares.
6.15

Code of Conduct
The Board recognises the need to observe the highest standards of corporate practice and
business conduct. Accordingly, the Board has adopted a Code of Conduct, which sets out
the way TPI seeks to conduct business. TPI intends to carry on business honestly and
fairly, acting only in ways that reflect well on TPI and in strict compliance with all laws and
regulations. The Code of Conduct outlines TPI’s employees’ obligations of compliance
with the Code of Conduct. Responsibilities include protection of TPI’s business, creating
a safe working environment, protecting confidential information and avoiding conflicts of
interest.

49
TPI Enterprises Limited Information Memorandum

7

Additional Information

7.1

Registration
TPI was registered in New South Wales on 5 February 2004, and was converted from a
proprietary company into a public company limited by shares on 13 April 2007. TPI’s state
of registration has been moved to Tasmania.

7.2

Company Tax Status
TPI is and will be subject to tax at the Australian corporate tax rate on its taxable income.
TPI may also be subject to tax in other jurisdictions in which it operates.

7.3

Corporate Structure
The following diagram shows the entities in the corporate structure of TPI at the Information
Memorandum Date:

100%

100%

100%

100%

100%

TPI manages the operations of the Group. Purplebay, TPI’s wholly owned subsidiary, has
entered into a contract to purchase a property in metropolitan Melbourne. TPI Enterprises
Ltd - Sucursal Em Portgual manages the operations of the Portuguese operations. TPIH
- Holding Portugal, Servicos de Agricultura Unipessoal, Lda is a holding company for TPIH
- API, Portugal S.A., Portugal S.A. which was established for TPI’s possible expansion into
API production and TPIH - Poppygrowing (Portugal) S.A. which operates all NRM
operations in Portugal.
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7.4

Capital Structure
The issued capital of the Company as at the date of this Information Memorandum is set
out below.

7.5

Class of Security

Number of Securities

Fully Paid Shares

51,449,440

Partly Paid Shares

0

Material Agreements
(a)

Financing Arrangements
TPI currently does not have any financing agreements in place. TPI is currently in
discussions with lenders for the provision of working capital funding. The quantum
of such funding is still to be determined and a key factor that will determine the
amount is the size of the 2015/2016 crop.

(b)

Customer Agreements
TPI currently has in place written agreements with its customers for the supply of
licit narcotics. The agreements are on commercial terms and contain standard
representations and warranties, indemnities and termination provisions. Under two
of the agreements, TPI may be subject to penalties for late delivery including
discounting the price otherwise payable to it and/ or paying pre-agreed liquidated
damages.

(c)

Grower agreements
TPI contracts growers in Tasmania, Victoria and Portugal to grow opium poppy for
TPI using TPI’s seeds and planting techniques for each poppy cycle. TPI uses the
same agreement for all growers in each region, and the contract used for each
region is on substantially similar terms. TPI has extensive control over the growing
and harvesting of the opium poppy and has extensive rights to reject the harvest
and terminate the agreement. Both the grower and TPI have confidentiality
obligations which survive the term of the agreement.
TPI has entered into a joint venture agreement to grow poppies with a confidential
landowner in the Northern Territory. TPI’s planting, harvesting and processing
techniques will be used on the land. TPI will own each crop of poppies upon
planting. The Directors consider the terms of the Agreement to be on commercially
reasonable terms.

(d)

Purchase of property in Victoria
Purplebay, TPI’s wholly owned subsidiary, has entered into a contract to purchase
a property in metropolitan Melbourne. TPI is currently leasing the property from
the vendor for use as its headquarters and as a storage and processing facility. If
there is a default under the lease by TPI, the vendor may terminate the lease and
the purchase contract. TPI has guaranteed the performance by Purplebay of its
obligations under the purchase contract.
The Directors consider the terms of the contract for the purchase of the property to
be standard commercial terms for sales of this type. The Directors consider the
lease to be on standard commercial terms for leases of this type.

7.6

Employee Share Ownership Plan
TPI has implemented an Employee Share Ownership Plan (ESOP) to assist in the
motivation, retention and reward of executives and employees by aligning the interests of
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the employees with the interests of Shareholders. The Directors consider that that the
ESOP reflects industry standards for incentive plans of this kind. The ESOP was approved
by Shareholders at TPI’s Annual General Meeting in June 2015.
The key terms of the ESOP are set out below:
(a)

Eligibility
The following people are eligible to participate in the ESOP:


full time or part time employees;



contractors; and



executive or non-executive directors of TPI or any of its subsidiaries

(“Eligible Persons”).
The Executive and Non-Executive Directors of TPI are not currently permitted to
participate in the ESOP as approval has not been sought from TPI’s Shareholders.
(b)

Grants
The Board will have discretion over who, of the Eligible Persons, will be invited to
acquire a right to acquire a Share in TPI (“Right”) and how many Rights will be
offered. The Board will also have discretion over whether an exercise price will
apply to the Rights and the quantum of that price.

(c)

Vesting conditions
The Board may impose vesting conditions in respect of a Right, including
conditions relating to any or all of continuing employment, performance of the
participant, performance of the Company or the occurrence of specific events.

(d)

Forfeiture conditions
Unless determined otherwise by the Board, while Rights are held by a participant,
they are subject to forfeiture if the participant ceases employment. On cessation
of employment, the Board will have absolute discretion to determine whether the
participant is considered a bad leaver, good leaver or leaver and correspondingly,
the extent to which the participant must forfeit their Rights under the ESOP.

(e)

Voting and dividend rights of Shares where Rights are vested but not exercised
A participant who has a vested Right but has not exercised the Right is not entitled
to receive dividends, to vote at Company meetings or to receive capital
distributions.

(f)

Ranking of shares
Shares acquired under the ESOP will rank equally in all respects with the other
issued Shares.

(g)

Exercise of rights
The participant will not be able to exercise his or her Rights until the vesting
conditions are satisfied. Once the Rights are exercised, the Company must cancel
the Rights and allot and transfer the number of Shares which the participant was
entitled to acquire through the exercise of the Rights.
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(h)

Dilution limit
The Board must not offer Rights if the total of the following exceeds 5% of the
number of Shares on issue at the time of the offer:

(i)



the number of Shares which are the subject of the proposed application to
acquire Rights;



the total number of Shares which are the subject of any outstanding
application to acquire Rights;



the total number of Shares issued or allotted pursuant to the ESOP within
the three years preceding the proposed application;



the total number of Shares issued, or rights or options outstanding under
any other TPI employee share plan granted, within the three years
preceding the proposed Application; and



excluding the total number of Shares granted pursuant the ESOP, or rights
or options granted under any other TPI employee share plan, that have
subsequently been forfeited.

Restrictions
Participants must not sell, transfer, encumber or otherwise deal with the Rights
unless permitted under the ESOP or determined by the Board.

(j)

Quotation
The Rights issued under the ESOP will not be listed for quotation on ASX.

(k)

Lapse of rights
The Rights will lapse and be incapable of exercise on the earlier to occur of the
following events:

(l)



the expiry of the pre-determined term in which the Rights can be exercised;



the date the Rights are forfeited;



the date the Company commences to be wound up; or



a date otherwise determined by the Board.

Effect of change of control
If the Company is or is likely to become subject to a change of control, the Board
may determine that some or all of a participant’s Rights vest to allow the participant
to exercise the vested Rights and request the Company buy-back the Rights.

7.7

Escrow
It is expected that, as a condition of Listing, escrow restrictions may be imposed on certain
Shares. The Company expects the ASX will classify certain Shares held by certain
Shareholders as Restricted Securities.
Prior to Official Quotation of TPI’s Shares (other than Restricted Securities), each holder
of Restricted Securities (an “Escrowed Shareholder”) together with applicable controlling
parties, will be required to enter into an appropriate restriction agreement with TPI in
respect of their Restricted Securities.
TPI anticipates that ASX will apply the following restrictions arrangements in respect of the
Escrowed Shareholders:
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(a)

Related parties of Ross Dobinson (previous Chairman) will be subject to escrow in
respect of a portion of their Shares (as determined in accordance with the cash
formula under the ASX Listing Rules) for a period of 24 months from the date of
Official Quotation;

(b)

Related parties of Jarrod Ritchie (Managing Director/ CEO) will be subject to
escrow in respect of all of their shares for a period of 24 months from the date of
Official Quotation;

(c)

Washington H Soul Pattinson will be subject to escrow in respect of a portion of its
Shares (as determined in accordance with the cash formula under the ASX Listing
Rules) for a period of 24 months from the date of Official Quotation; and

(d)

certain Shareholders to whom Shares were transferred by related parties of Jarrod
Ritchie since July 2013 will be subject to escrow in respect of all or a portion of the
Shares which were transferred to them (which would have been subject to escrow
in the hands of the transferor) for a period of 24 months from the date of Official
Quotation.

A summary of the Shares which will be held by the Escrowed Shareholders as at Official
Quotation and which are likely to be restricted, is set out in the following table:
Escrowed
Shareholder

Securities

Restricted
Securities

Restricted
Securities as a %
of total number of
Shares on issue

Jarrod Ritchie and
related parties

3,023,273

3,023,273

5.88%

Ross Dobinson and
related parties

1,344,630

1,229,746

2.39%

Washington H Soul
Pattinson

9,964,750

1,718,899

3.34%

David Scammell
Amanda Scammell
Nicole Mikschofsky
Hang Lin and Dan
Ye

16,983
10,000
2,000
20,000

11,428
3,572
2,000
7,586

0.022%
0.007%
0.004%
0.015%

Total Shares

14,381,636

5,996,504

11.66%

In aggregate, it is expected that 5,996,504 Shares will be classified as Restricted
Securities. This will represent approximately 11.66% of all the Shares on issue following
Official Quotation.
Each Escrowed Shareholder, during the relevant escrow period for that Escrowed
Shareholder, may not deal in its Restricted Securities. There are limited circumstances in
which the Restricted Securities may be released from escrow with ASX’s consent, namely:
(a)

to allow Escrowed Shareholders to accept an offer under a takeover bid in relation
to their Restricted Securities where holders of at least half of the Shares that are
not Restricted Securities to which the offer has been made have accepted the
takeover bid; or

(b)

to allow the Restricted Securities to be transferred or cancelled as part of a merger
or scheme of arrangement under Part 5.1 of the Corporations Act.
54
TPI Enterprises Limited Information Memorandum

7.8

Material provisions of the Constitution
(a)

Introduction
TPI is seeking to list its Shares on ASX. TPI has no class of shares on issue other
than the Shares. The rights and liabilities attaching to the ownership of Shares
are:


detailed in the Constitution which may be inspected during normal business
hours at the registered office of TPI; and



in certain circumstances, regulated by the Corporations Act and common
law. Upon Listing, the Shares may also be regulated by the Listing Rules
and the ASX Settlement Operating Rules.

A summary of the significant rights, liabilities and obligations attaching to the
Shares and a description of other material provisions of the Constitution is set out
below. This summary is not intended to be an exhaustive or definitive statement of
the rights and liabilities of Shareholders.
(b)

Voting
At a general meeting of TPI, every Shareholder present in person or by proxy, body
corporate representative or attorney has one vote on a show of hands and one
vote for each Share held on a poll.
Votes are cast by a show of hands unless a poll is demanded. A poll may be
demanded by the Chairman or at least five Shareholders entitled to vote on the
resolution or Shareholders with at least 5% of the votes that may be cast on the
resolution on a poll.
Shareholders with Partly Paid Shares will be entitled to vote on that fraction of a
vote equivalent to the proportion which the amount paid up (excluding any amount
credited as paid up) on that partly paid share bears to the total issue price of that
share.
If the votes are equal on a proposed resolution, the Chairman does not have a
casting vote and the resolution is not passed.

(c)

Dividends
Subject to the Corporations Act, the Constitution, the Listing Rules and the terms
of issue or rights of any shares with special rights to dividends, the Board may
determine that a dividend is payable, that a dividend is payable to the holders of a
class of shares to the exclusion of other classes and fix the amount, the time of
payment and the method of payment. A dividend may only be paid in accordance
with the Corporations Act.
The Board may from time to time pay to the Shareholders any interim, final or
bonus dividend that it determines. The Board may also amend or revoke the
dividend at any time before the date fixed for payment. No dividend shall carry
interest as against TPI. The Board may set aside out of the profits of TPI such
sums as they think proper as reserves, to be applied at their discretion for any
purpose for which the profits of TPI may be properly applied.

(d)

Dividend reinvestment plan
Subject to the Listing Rules and the Corporations Act, TPI may, by resolution of
the Board, implement a dividend reinvestment plan on such terms and conditions
as the Board determines. The dividend reinvestment plan may provide that
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dividends paid in respect of some or all of the shares from time to time held by
Shareholders will be satisfied by the issue of fully paid shares.
It is not currently intended that a dividend reinvestment plan will be implemented
at or prior to Listing.
(e)

Issue of further shares
Subject to the Constitution, the Corporations Act, the Listing Rules, the ASX
Settlement Operating Rules and any rights and restrictions attached to a class of
shares, the Board has full discretion to issue additional shares or other equity
securities and determine the terms of such issue. This includes the power to issue
shares with any preferential, deferred or special rights, privileges and conditions,
grant options to have shares issued, issue preference shares that are liable to be
redeemed and reclassify any share.

(f)

Variation of class rights
At present, TPI’s only class of shares on issue is ordinary Shares. Subject to the
Corporations Act and the terms of issue of a class of shares, if the capital of TPI is
divided into different classes of shares, the rights attaching to any class of shares
may be varied or cancelled:


with the written consent of the holders of not less than 75% of the issued
shares of that class; or



by a special resolution passed at a separate general meeting of the holders
of those shares of that class.

In either case, in accordance with the Corporations Act, the holders of not less than
10% of the votes in the class of shares, the rights of which have been varied or
cancelled, may apply to a court of competent jurisdiction to exercise its discretion
to set aside such variation or cancellation.
(g)

Transfer of Shares
Subject to the Constitution, the Corporations Act, the Listing Rules and the ASX
Settlement Operating Rules, a Shareholder may transfer all or any of its shares by
delivering a proper instrument of transfer to TPI in accordance with the procedure
set out in the Constitution.
The Board may refuse to register a transfer of shares if permitted to do so under
the Constitution or the Listing Rules or if TPI has a lien over those share or if the
shares are subject to forfeiture.
The Board must refuse to register any transfer of shares if the registration of the
transfer would result in a breach of, or failure to observe, the provision of any
applicable law, the Listing Rules or a restriction agreement.

(h)

General meeting and notices
Each Shareholder is entitled to receive written notice of and attend and vote at
general meetings of TPI, and to receive all notices, accounts and other documents
required to be sent to Shareholders under the Constitution, the Corporations Act
and the Listing Rules.
TPI must give at least 28 days written notice of a general meeting of Shareholders,
unless shorter notice is permitted under the Corporations Act.
Two Shareholders must be present to constitute a quorum for a general meeting
and no business may be transacted unless the quorum required is present at the
start of the meeting. TPI is obliged to convene and hold an annual general meeting
in accordance with the Corporations Act.
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(i)

Winding up
Subject to the rights of holders of any securities who have priority on a winding-up,
if TPI is wound up, the liquidator may, with the sanction of a special resolution of
TPI:


divide the surplus assets of TPI remaining after payment of its debts among
TPI’s Shareholders in proportion to the number of shares held by them
(with partly paid shares counted as fractions of fully paid shares);



for that purpose, fix the value of assets (as the liquidator considers to be
fair) and determine how the division is to be carried out between the
Shareholders and different classes of Shareholders; and



vest assets of TPI in trustees or any trusts determined by the liquidator for
the benefit of contributories.

The liquidator cannot require a Shareholder to accept as part of the distribution of
assets of TPI any shares or other securities in respect of which there is any liability.
(j)

Sale of non-marketable parcels
Subject to the Corporations Act, the Listing Rules and the ASX Settlement
Operating Rules, the Board may sell the shares of a Shareholder who holds less
than a marketable parcel of shares.

(k)

Proportional takeover provisions
The Constitution contains provisions requiring Shareholder approval in relation to
any proportional takeover bid. The provisions will lapse three years from the date
of the adoption of the Constitution unless renewed by a special resolution of
Shareholders in a general meeting.

(l)

Directors – appointment, removal and rotation
Under the Constitution, the minimum number of Directors that may comprise the
Board is three, unless otherwise provided by the Corporations Act. The maximum
number of Directors may be fixed by resolution passed at a general meeting of
Shareholders. Directors are elected at annual general meetings of TPI. The Board
may also appoint a Director to fill a casual vacancy on the Board or in addition to
the existing Directors. Any Director so appointed will then hold office until the next
annual general meeting of TPI.
A Director must be re-elected every three years.
A Director will be removed if the Director dies or automatically if certain
circumstances occur, such as the Director resigning or not being permitted by the
Corporations Act to be a Director.

(m)

Directors – voting
Decisions arising at a meeting of the Board will be decided by a majority of votes
of the Directors present at the meeting and entitled to vote on the matter. In the
case of an equality of votes on a resolution, the chairperson of the meeting does
not have a casting vote in addition to the chairperson’s vote as a Director, in which
case the proposed resolution is not passed.

(n)

Directors – remuneration
The current remuneration arrangements for Directors are detailed in Section 6.5.
Under the Constitution, the Board may decide the remuneration of each Director
for his or her services as a Director.
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Directors may be paid for travel and other expenses incurred in attending to
Company’s affairs, including attending and returning from meetings of Directors or
committees or general meetings. Any Director who devotes special attention to the
business of Company or who performs services which, in the opinion of the Board,
are outside the scope of ordinary duties of a Director, may be remunerated for the
services (as determined by the Board) out of the funds of Company.
(o)

Powers and duties of Directors
The Directors of TPI are responsible for managing the business of TPI and may
exercise all the powers of the Company except any powers that are required by
the Constitution of the Corporations Act to be exercised by the Company in general
meeting.

(p)

Share buy-backs
TPI may, in accordance with the Corporations Act, buy back its own Shares.

(q)

Conversion or reduction of share capital
Subject to the Corporations Act and the Listing Rules, TPI may convert all or any
of its shares into a larger or smaller number of shares by resolution passed at a
general meeting.
TPI may reduce its share capital in any way permitted by the Corporations Act and
the Listing Rules.

(r)

Deeds of indemnity, insurance and access to records
Under the Constitution, TPI must, to the extent permitted by law, indemnify each
Director and enter into any pay premiums on a contract insuring any current or
former officer of TPI or its subsidiaries against any liability incurred by that person
as an officer of TPI or its subsidiaries, including legal costs.
TPI has entered into deeds of indemnity, insurance and access with each Director.
The terms of these deeds are summarised above in Section 6.5(d).

(s)

Amendment
The Constitution may only be amended by a special resolution passed by
Shareholders. TPI must give at least 28 days written notice of a general meeting
of TPI specifying the intention to amend the Constitution.

7.9

Litigation and Claims
As far as the Directors are aware, there are no current or threatened civil litigation,
arbitration proceedings or administrative appeals, or criminal or government prosecutions
of a material nature in which TPI is directly or indirectly concerned which are likely to have
a material adverse impact on the business or financial position of TPI.
However, presently TPI, its former Chairman and its CEO are suing Poppy Growers
Tasmania Inc and Glynn Williams for defamation in the Victorian Supreme Court. The
litigation is currently entering the interrogatories stage, subject to the finalisation by Poppy
Growers Tasmania Inc and Glyn Williams of an outstanding issue in the pleadings.

7.10

Consents to be named and disclaimers of responsibility
Each of the parties referred to below (each a “Consenting Party”), to the maximum extent
permitted by law, expressly disclaims all liability in respect of, makes no representations
regarding and takes no responsibility for any statements in or omissions from this
Information Memorandum, other than the reference to its name in the form and context in
which it is named and a statement or report is included in this Information Memorandum
with its consent as specified below.
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Written consents to the issue of the Information Memorandum have been given and, at the
Information Memorandum Date, had not been withdrawn by the following Consenting
Parties:

7.11



Wilson HTM has given its written consent to be named in this Information
Memorandum as Lead Advisor to the Listing



Arnold Bloch Leibler has given its written consent to be named in this Information
Memorandum as Australian legal advisor to TPI in relation to the Listing



Link Market Services Limited has given its written consent to be named in this
Information Memorandum as the Share Registry in the form and context in which
it is named. Link Market Services Limited has had no involvement in the
preparation of any part of this Information Memorandum other than being named
as Share Registry to TPI.

Photographs and diagrams
Photographs and diagrams used in this Information Memorandum that do not have
descriptions are for illustration only and should not be interpreted to mean that any person
shown in them endorses this Information Memorandum or its contents or that the assets
shown in them are owned by TPI. Diagrams used in this Information Memorandum are
illustrative only and may not be drawn to scale. Unless otherwise stated, all data contained
in charts, graphs and tables is based on information available at the Information
Memorandum Date.

7.12

Ownership Restrictions
The sale and purchase of Shares in TPI is regulated by Australian laws that restrict the
level of ownership or control by any one person (either alone or in combination with others).
This section contains a general description of these laws.
(a)

Foreign Acquisitions and Takeovers Act 1975 (Cth)
Generally, the Foreign Acquisitions and Takeovers Act 1975 (Cth) applies to
acquisitions of shares and voting power in a company by a single foreign person
and its associates of 15% or more (Substantial Interest), or two or more
unassociated foreign persons and their associates of 40% or more (Aggregate
Substantial Interest).
Where an acquisition of a Substantial Interest is made in a company which meets
certain criteria, the acquisition may not occur unless notice of it has been given to
the Federal Treasurer and the Federal Treasurer has either stated that there is no
objection to the proposed acquisition in terms of the Australian Federal
Government’s Foreign Investment Policy (Policy) or a statutory period has expired
without the Federal Treasurer objecting. An acquisition of a Substantial Interest or
an Aggregate Substantial Interest meeting certain criteria may also lead to
divestment orders unless a process of notification, and either a statement of nonobjection or expiry of a statutory period without objection, has occurred.

(b)

Corporations Act
The takeover provisions in Chapter 6 of the Corporations Act restrict acquisitions
of shares in listed companies if the acquirer’s (or another party’s) voting power
would increase to above 20%, or would increase from a starting point that is above
20% and below 90%, unless certain exceptions apply. The Corporations Act also
imposes notification requirements on persons having voting power of 5% or more
in a listed company either themselves or through an associate.
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(c)

Licences
It is a condition of the Licence to Carry on Business as a Manufacturing Chemist
that TPI must notify the Secretary of the Tasmanian Department of Health and
Human Services if any person becomes the owner (beneficially or otherwise) of
more than 10% of the issued shares in TPI.

7.13

Selling Shares on ASX and CHESS
TPI will apply to participate in ASX’s Clearing House Electronic Subregister System
(“CHESS”) in accordance with the ASX Settlement Operating Rules. CHESS is an
automated electronic transfer and settlement system for transactions in securities quoted
on the ASX. Shareholdings will be registered on one of two sub-registers, the electronic
CHESS subregister or an issuer-sponsor subregister. The Shares of a Shareholder who
is a participant in CHESS will be registered on the CHESS subregister. All other Shares
will be registered on the issuer sponsored subregister.
Any Shareholder who has elected to have their Shares registered in CHESS will be sent
an initial holding statement setting out the number of Shares held. This statement will also
provide details of a Shareholder’s Holder Identification Number (“HIN”) for CHESS holders
or Shareholder Reference Number (“SRN”) for issuer sponsored holders. Shareholders
will subsequently receive statements showing any changes in their shareholding in TPI.

7.14

Governing law
This Information Memorandum is governed by the laws applicable in Victoria.

7.15

Directors’ signatures
A copy of this Information Memorandum is authorised and has been signed for and on
behalf of each Director of the Company by their duly authorised agent, Peter Robinson.

Peter Robinson
Chairman and Non-executive Director
TPI Enterprises Limited
Dated: 29 July 2015
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8

Glossary

Term

Description

ABN

Australian Business Number

ACN

Australian Company Number

AEDT

Australian Eastern Daylight Time

API

Active pharmaceutical ingredient

ASIC

Australian Securities Investment Commission

ASX

ASX Limited ABN 98 008 624 691, or the financial market operated by
it, as the context requires

ASX Listing Rules

The rules of ASX that govern the admission, quotation and removal of
securities from the ASX Official List as amended, varied or waived from
time to time

ASX Settlement Operating Rules

The settlement rules of ASX Settlement Pty Ltd ABN 49 008 504 532
as amended, varied or waived from time to time

ASX Recommendations

The ASX Corporate Governance Council’s Principles and
Recommendations (third edition)

AUD or $

Australian dollar unless otherwise specified

Australian Accounting Standards
or Accounting Standards

Accounting Standards as defined in the Corporations Act

Board

The Board of Directors

Business Day

Has the meaning given in the ASX Rules

CAGR

Compound annual growth rate

Company or TPI

TPI Enterprises Limited ACN 107 872 453

CEO

Chief Executive Officer

CFO

Chief Financial Officer

Constitution

The Constitution of TPI

Corporations Act

The Corporations Act 2001 (Cth)

Calendar Year or CY

Year from 1 January to 31 December

Director

Each of the directors of TPI from time to time

EBIT

Earnings before interest and tax

EBITA

Earnings before interest, tax and amortisation

EBITDA

Earnings before interest, tax, depreciation and amortisation

Escrowed Shareholders

Has the meaning given in Section 7.7

ESOP

Employee share ownership plan

EU

European Union

Financial Information

Has the meaning given in Section 4

Fully Paid Share or Share

A fully paid ordinary share in the capital of TPI

GOAF

Government Opium and Alkaloid Factories

Ha

Hectares

Historical Financial Information

Has the meaning given in Section 4

IFRS

International Financial Reporting Standards as adopted by the
International Accounting Standards Board

INCB

International Narcotics Control Board

Information Memorandum

This document (including the electronic form of this document) and any
supplementary or replacement information memorandum in relation to
this document

Kg

Kilograms
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Lead Advisor

Wilson HTM Corporate Finance Ltd (ABN 65 057 547 323, AFSL 238
383)

Listing

Means the proposed admission of the Company to the Official List of
ASX and the quotation of the Fully Paid Shares on ASX

M2

Square metres

Mg

Milligrams

NPAT

Net profit after tax

NRM

Narcotic raw material

Official List

The official list of the ASX

Official Quotation

Quotation of the Shares by ASX

Partly Paid Shares

Means a partly paid share

Restricted Securities

Has the meaning given to that term in the ASX Listing Rules

S-DDD

Statistical - daily defined dose per million inhabitants in milligrams

Share Registry

Link Market Services Limited (ACN 083 214 537)

Shareholder

A holder of a Share

SOE

State owned enterprise

TMO

Turkish Opiates Board

TPI

TPI Enterprises Limited (ACN 107 872 453)

UN

United Nations

US or United States

United States of America, its territories and possessions, any state of
the United States of America and the District of Columbia.

US$ or USD

US dollar

WHO

World Health Organisation

Wilson HTM

Wilson HTM Corporate Finance Ltd (ABN 65 057 547 323, AFSL 238
383)

62
TPI Enterprises Limited Information Memorandum

Corporate Directory
TPI registered office
Care of: Link Market Services Limited
Level 1
333 Collins Street
Melbourne VIC 3000
Lead Advisor
Wilson HTM Corporate Finance Ltd
Level 16
357 Collins St
Melbourne Victoria 3000
Legal Adviser
Arnold Bloch Leibler
Level 21, 333 Collins Street
Melbourne VIC 3000
Share Registry
Link Market Services Limited
Level 1
333 Collins Street
Melbourne VIC 3000
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