Hikma puts better
health within reach
every day.
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Our performance
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$2,553m
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+9%

Core1 operating profit

$632m

By creating high-quality products and making
them accessible to those who need them we
are helping to shape a healthier world that
enriches all our communities.
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Non-financial highlights
Cover image
Samantha Roe is a recent
graduate of Ohio University
with a BS in Chemistry and a
minor in Biological Sciences.
Samantha joined Hikma in
May 2019 and is a scientist
in the Analytical Research
& Development department,
where she helps to develop
new generic drug products.
Samantha is a member of
the R&D 5S Team, which
is focused on optimising
workplace efficiency and
productivity, and has
recently become the
Columbus site leader
for the Corporate Social
Responsibility programme.

Instructor-led learning hours
for our people

47,000

Established a target to reduce our
Scope 1 and 2 GHG emissions by
25% by 20304

25%

We act responsibly,
advancing health and
wellbeing, empowering
our people, protecting the
environment and building
trust through quality in
everything we do. Read
more on page 36.

1. Core results are presented to show the underlying performance of the Group, excluding the exceptional items and other adjustments set out
in Note 6 of the Group consolidated financial statements. A reconciliation from core to reported operating profit is included within the
Consolidated income statement in the Financial statements
2. EBITDA is earnings before interest, tax, depreciation, amortisation, assets write-down and impairment charges. EBITDA is a non-IFRS measure,
see page 34 for a reconciliation to reported IFRS results
3. Core basic earnings per share is reconciled to basic earnings per share in Note 15 of the Group consolidated financial statements
4. Committed to reducing Scope 1 and Scope 2 greenhouse gas emissions by 25% by 2030, using a 2020 baseline year
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What we do

We bring patients across the US, MENA and Europe
a broad range of generic, specialty and branded
pharmaceutical products.
c.8,700
Employees

Our markets

32

Manufacturing plants

7

670+

R&D centres

Products

Our business segments

US

MENA

c.2,000

c.5,650

employees

employees

Europe & ROW

c.1,050
employees

Injectables

Generics

Branded

We supply hospitals across our
markets with generic injectables,
supported by our manufacturing
facilities in the US, Europe and
MENA. In the US, we have broadened
our product offering to include
compounded sterile injectables.

We supply oral and other
non‑injectable generic and
specialty branded products in the
US retail market, leveraging our
state-of-art manufacturing facility
in Columbus, Ohio.

We supply branded generics and
in-licensed patented products from
our local manufacturing facilities to
retail and hospital customers across
the MENA region.

Segmental revenue
US

MENA

Our large manufacturing facilities in the
United States (US) supply generic and
specialty products across a broad range
of therapeutic areas, including respiratory,
oncology and pain management. We also
have three R&D facilities to support
sustainable growth.

We sell branded generics and in-licensed
patented products across the Middle East
and North Africa (MENA). We have
manufacturing facilities in seven countries,
including US FDA-inspected plants in Jordan
and Saudi Arabia. Around 2,000 sales
representatives and support staff market our
brands to healthcare professionals across
18 markets.

Europe and rest of the world
(ROW)
Our injectable manufacturing facilities in
Portugal, Germany and Italy have a range
of capabilities including dedicated capacity
for oncology and cephalosporins. These
facilities supply injectable products to the
US and MENA and a growing number of
markets in Europe.

59%

33%

8%

Group core revenue
(2020: 60%)

Group core revenue
(2020: 33%)

Group core revenue
(2020: 7%)

Branded

Injectables

$669m

$1,053m

(2020: $613m)

(2020: $977m)

Generics

$820m
(2020: $744m)
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$11m
(2020: $7m)
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Executive Chairman’s statement

We operate with one driving purpose: to put
better health within reach every day.

Said Darwazah
Executive Chairman

Executing on our purpose

Generating returns for our shareholders

The pandemic has presented challenges for us, for
our customers and, most critically, for patients.
Remaining focused on our purpose – to put better
heath within reach, every day – we have navigated
these challenges successfully.

Hikma has once again delivered a strong financial
performance in 2021, growing revenue, expanding core
operating margin and generating strong cash flow.
Group core basic earnings per share in 2021 grew
by 13%. Return on invested capital1 was 17.1%,
demonstrating our efficiency at allocating capital
and generating value.

Since the outset of the pandemic, we have been
committed to making sure patients have the medicines
they need, when they need them. We have listened to
our customers – healthcare professionals, hospitals,
pharmacists, wholesalers – and have responded
quickly and effectively to their rapidly changing
demands, leveraging the breadth of our portfolio
and the quality and flexibility of our US, Europe and
MENA-based manufacturing facilities.
At the same time, we have continued to strengthen
our operations so that we can better serve our
customers. We have placed an enhanced focus on our
procurement practices, carefully managed inventory
levels and engaged regularly with our suppliers.
Throughout the pandemic, our people have shown
an unwavering commitment to serving patient needs,
despite the many challenges that were presented. We
care for our employees and have worked hard to make
sure that they are benefitting from a strong culture and
inclusive work environment and that they have
attractive development opportunities.

This growth is consistent with our long track record of
creating value for our shareholders. Over the last ten
years to 31 December 2021, we have delivered a total
shareholder return of 313%, compared with 94% for the
FTSE 100 and 177% for FTSE 350 healthcare companies.

I am immensely
proud of how our
people have
continued to deliver
on our purpose in
the face of ongoing
disruption from the
pandemic

We remain committed to our consistent dividend
payments and are pleased to confirm a final dividend
of 36 cents per share for 2021. Combined with the
interim dividend of 18 cents per share, this represents
a 8% increase in the total dividend for 2021.

We are focused on putting better health within reach
for patients, but our approach to operating responsibly
goes beyond this. We work hard to ensure we are also
helping our communities in other ways: through
medicine and food donations, our work in supporting
education or helping in crisis situations. We also closely
track our impact on the environment, and for the first
time this year have introduced a target to reduce our
carbon emissions. The ‘Acting responsibly’ section
of this report, on pages 37 to 49 provides more
information on all of our work on these areas, with
some case studies demonstrating what we are doing.

Looking to 2022 and Board composition, Pamela Kirby
will not stand for re-election to the Board at our Annual
General Meeting in April. Pam joined the Board in 2014
and assumed the role of Remuneration Committee
Chair in 2016. On behalf of the Board, I extend our
heartfelt appreciation to Pam for her steady and
thoughtful counsel during her tenure.

At Hikma, we continue to stress the importance of
quality and reliability. Quality underpins our business
in different ways, be it the medicines we deliver to our
customers, the facilities and processes we have in
place to create and sell those medicines, as well as
the quality of our people.

In 2021 we introduced a new Code of Conduct, with
quality at its centre. Our Code calls on us to adhere to
the highest ethical standards and to maintain the trust

Our responsibility

Board evolution

Reinforcing our commitment to quality

We have built our reputation on manufacturing
high-quality medicines, and it is important we ensure
that quality remains at the core of what we do. We
maintain this quality focus through a variety of means,
including internal quality culture campaigns, ongoing
quality audits of our manufacturing sites and key
suppliers run by our Quality team, continuous
monitoring and improvement of quality metrics and
the provision of reports to the Executive Committee
by the Hikma Quality Council.

of our colleagues, customers and ultimately the
patients we serve.

Nina Henderson will take over as Remuneration
Committee Chair. Nina joined the Board in 2016 and
will bring extensive executive management and board
experience to this important role.

17.1%
Return on invested
capital1

Driving future growth
Hikma has three strong businesses, an extensive
product portfolio and a broad footprint of high-quality,
flexible manufacturing facilities, all of which contribute
to the good market positions we hold. We are now
looking to build on this, with a focus on increasingly
complex and specialised medicines, and capitalising
on the growth opportunities that best benefit our
customers and all our stakeholders. Importantly, in
2021, we made great strategic progress on this, with
acquisitions and business development opportunities
adding to the growth potential. We have a strategy
in place which is delivering results, as demonstrated
by our strong financial performance in 2021, and
I look forward to keeping you updated as we continue
to grow.

1. Return on invested capital is calculated as core operating profit
after interest and tax divided by invested capital (calculated as
total equity plus net debt)

4

Hikma Pharmaceuticals PLC Annual Report 2021

		

Hikma Pharmaceuticals PLC Annual Report 2021

5

We have delivered another strong financial
performance through the successful execution
of our strategy, and we are investing for the future.

STRATEGIC REPORT

Chief Executive Officer’s strategic review

Deliver more from a strong foundation
Our KPIs:
– Core revenue
– Core operating profit
– Return on invested capital
Build a portfolio that anticipates future health needs
Our KPIs:
– Core revenue from new products launched
Inspire and enable our people
Our KPIs:
– Employee enablement
– Employee engagement

Siggi Olafsson
Chief Executive Officer

The past year has been one of continued progress
for Hikma. We have launched important products
across our markets, developed our portfolio and
pipeline and achieved consistency and reliability of
supply in a market that has continued to be impacted
by the pandemic.
While delivering for patients today, we have also
invested for the future, ensuring we are well placed to
continue to thrive and deliver on our purpose over the
long term. Crucially, we are doing this while acting
responsibly, making a positive impact on the
communities in which we operate as well as minimising
our impact on the environment.

	To find out more see ‘Our progress’ on page 22.

Strong financial performance
We grew Group revenue 9% in 2021, to $2,553 million
and Group core operating profit was $632 million, an
increase of 12% on 2020. This impressive performance
was also reflected in our cash flow, with cash flow from
operating activities up 38% to $638 million.
We were able to invest in acquisitions and business
development opportunities while also maintaining
a strong balance sheet, exiting the year with gearing
of 0.6x net debt to core EBITDA.

Strategic progress
In early 2018, I set out strategic priorities for the Group
– to deliver more from our foundation, to build a
portfolio that anticipates future health needs and to
inspire and enable our people.
Since then, we have made excellent progress against
all three priorities. Each of our businesses as well as
our Group functions are on a stronger footing today
and we are well placed as we look towards our next
chapter of growth.

We remain focused on having a portfolio fit for the
future, with ongoing new launches, and are also
building our portfolio and pipeline through acquisition
and partnership, including licensing two new
biosimilars for the US.

Deliver

ild
Bu

Ins
pir
e

Better health.
Within reach.
Every day.
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Our Injectables business achieved good growth in
2021 across all our regions. Thanks to the breadth of
our portfolio, extensive and flexible manufacturing
facilities and our resilient supply chain, this remains
a strong, differentiated business. In the US, we
continue to play a leading role in supplying hospitals
with the medicines they need and are the second
largest supplier of generic injectables by volume, with
our portfolio of over 120 products. Since December,
we are also supplying hospitals with compounded
pharmaceutical products out of our new sterile
compounding facility in Dayton, New Jersey.

Hikma Pharmaceuticals PLC Annual Report 2021

Our strategy
continues to deliver
good financial
results and we were
pleased to grow
revenue 9% and
core operating
profit 12% in 2021

Our Generics business has seen significant revenue
growth and margin expansion in recent years. Since
I joined in February 2018, we have grown Generics
revenue at a CAGR of 6% and, through our
continuous focus on optimising our cost base and
driving operating efficiencies, our margins are now
some of the highest in the industry. While the US
generic market remains highly competitive, as
evidenced by accelerating price erosion, we are
demonstrating our ability to more than offset
competitive pressures through our strong commercial
and manufacturing capabilities and the successful
execution of our pipeline.
In 2021, we added seven new products to our Generics
portfolio, including generic Advair Diskus® and our
novel naloxone nasal spray, Kloxxado™, an important
new treatment for reversing the effects of opioid
overdose. These two products are great examples
of the more complex generic and specialty branded
medicines that we are prioritising and producing
from our state-of-the-art manufacturing facility
in Columbus, Ohio.

In our Branded business, we have continued to
strengthen our market position across the region.
Our strategy of tiering these markets – focusing
investment in markets with the highest potential – is
paying off, with two of our Tier One markets – Algeria
and Egypt – performing strongly in 2021, more than
offsetting changes in the tender market in Saudi Arabia
during the year. Our business in Algeria is benefitting
from new product launches and a new oral oncology
plant – the first of its kind in Algeria. We are also seeing
good growth in our other markets such as Morocco,
Jordan and UAE.
Partnerships are of particular importance to our
Branded business and we continued to sign new
licensing agreements in 2021, strengthening our
pipeline of innovative products for our MENA markets.
We have also built on our in-house R&D efforts and
our pipeline of our own branded generics.
 o find out more see ‘Business and financial review’
T
on pages 24 to 34.

We already have experience commercialising
biosimilars in MENA, where these products
contributed to our growth in 2021. We are seeing
good growth in Europe, as we increase supply of
our own products, and enter new markets, such
as France. We have also benefitted from valuable
contract manufacturing opportunities, leveraging
our extensive lyophilisation capacity in Portugal.
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Strategic priorities
Adding differentiated products
through R&D and BD
As we look ahead, we are building a differentiated
portfolio that anticipates future health needs. This
ambition is being realised as we add complex and
specialty products to our portfolio and pipeline and
is fundamental to ensuring we continue to grow.
Our R&D efforts are focussed on developing products
where there is a patient need. In 2021, we spent 6% of
revenue on R&D, in line with our target of 6% to 7%. We
also strengthened our R&D capabilities, expanding our
R&D network with the development of a new site for
complex injectables in Warren, New Jersey, and we will
be adding R&D capabilities through the acquisition of
Custopharm1, the generic injectables business.

STRATEGIC REPORT

Chief Executive Officer’s strategic review
continued

Partnerships
are integral to
Hikma’s strategy.
2021 saw
continued
momentum as we
entered into new
partnerships and
built on existing
ones in each of
our businesses

Partnerships are integral to Hikma’s strategy. In 2021,
we entered into new partnerships and built on existing
ones in each of our businesses. Some of these
opportunities will contribute in the near term, while
others will help to drive future growth. The biosimilar
deals we signed with Bio-Thera and Gedeon Richter
will enable us to bring important complex injectable
medicines to the US in the medium term.

Investing in new technologies
and capabilities
In 2021, we continued to expand our manufacturing
capacity and enhance existing facilities to stay at the
forefront of manufacturing excellence. We invested in
new filling lines, expanded warehousing and enhanced
capabilities across our operational footprint. We also
invested in a new facility in Dayton, New Jersey which
will carry out sterile compounding activities for our
Injectables business. With this new facility, our focus
on quality and our deep relationships with hospitals in
the US, we will be able to satisfy a growing need for
ready-to-administer formats of medicines.

Utilising our balance sheet
We are deploying our balance sheet to build our
growth prospects. In 2021 we announced the
acquisition of Custopharm, which will expand our
portfolio of marketed products, bring promising new
pipeline opportunities, and expand our R&D
capabilities. Post year-end, we announced our
expansion into Canada with the acquisition of
Teligent’s Canadian assets. Our teams will continue to
assess opportunities as they arise to ensure we are
deploying our capital in line with our strategy and
delivering long-term value to our shareholders.

Building our culture of progress
and belonging
Hikma is an inclusive place to work, underpinned by
our strong culture of progress and belonging and our
values: innovative, caring and collaborative.

Selected deals signed in 2021:

April
AFT Pharmaceuticals for
Combogesic® IV in the US
 elinta Therapeutics for Vabomere®
M
and Orbactiv® in MENA

August

September

Bio-Thera Solutions for ustekinumab
(biosimilar to Stelara®) in the US

FAES Farma for Bilastine
tablets in the US

November

December

Almirall for Finjuve™
in MENA

Gedeon Richter for
denosumab (biosimilars to Prolia®
and Xgeva®) in the US

Throughout 2021, we worked to reinforce our values
and ensure they are reflected in our strategy, practices
and policies. Shaping our culture and equipping our
people with the right tools to be at their best continues
to be of absolute importance. To this end, we evolved
our Diversity, Equity and Inclusion Committee, which
supports diversity and inclusion initiatives, such as
our new employee resource groups programme,
and continued to invest in upskilling our people
through a number of hybrid learning and
development programmes.
In a year when our people continued to adapt and
stepped up to keep our business operational, our
strong culture enabled us to be resilient, perform at
our best and provided us with the opportunity to
explore new ways of working together both internally
and with our partners and customers.
You can find more information on how we train and
retain the best talent in the ‘Acting responsibly’ section
of this report on page 42.

Long-term,
sustainable growth
By executing on R&D, establishing strong partnerships,
expanding our specialty portfolio and building our
compounding business, we will further diversify and
transform our business in order to achieve the next
phase of growth.

0.6x
Net debt to EBITDA

As we do this, we must also ensure we are operating
responsibly in all aspects of what we do. We have
identified four focus areas where we can drive positive
impact: advancing health and wellbeing, empowering
our people, protecting the environment and we
building trust through quality in everything we do.

2021 has been another year of growth for Hikma, as
well as one of advancing our future ambition. With our
expansion into compounding and securing a future
entry into the US biosimilar market, we are continuing
to ensure we remain a top Injectables business in the
US, whilst also expanding our presence in Europe and
MENA. For our Generics business, we are taking strides
forward in differentiating our portfolio, with specialty,
marketed products such as Kloxxado™, and complex
generics such as generic Advair Diskus®. Our Branded
business continues to deliver consistent growth,
leveraging our well-established presence, reputation
and expertise in the MENA region.
I am excited about how far we have come in the past
few years, and by the opportunities we have for the
future, as we continue to put better health within reach
in 2022 and beyond.

We have a responsibility for our customers and their
patients, who rely on our important medicines every
day. Our mission to advance health and wellbeing also
applies to the broader wellbeing of the communities in
which we operate and it extends to ensuring that our
own people are empowered by an inclusive culture
where everyone can thrive.
We are committed to protecting the environment,
are assessing our environmental impact and
understanding how we can minimise it. I am very
pleased that the Board has approved a new target to
reduce our greenhouse gas emissions by 25% by 2030,
compared to a 2020 baseline.

Conclusion

We have a duty
to act responsibly:
for our people,
patients,
communities and
the planet

How we are acting responsibly
Advancing health and wellbeing

Empowering our people

Protecting the environment

Building trust through quality
in everything we do
	To find out more see ‘Acting responsibly’
on pages 37 to 49.

1. Subject to FTC approval
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Investment case

A strong business model with significant opportunities
to further enhance our portfolio to drive growth and
deliver value for shareholders.

Solid platform for growth

– Broad portfolio of over 670 high-quality products across
three businesses
– Agile supply chain, flexible manufacturing and leading
technical capabilities
– Leading supplier of both generic injectable and non-injectable
products in the US, the largest pharmaceutical market globally
– Leading market position in MENA (4th largest pharmaceutical
company by sales) and a growing presence in Europe
– Trusted partner known for our commitment to quality and reliability
of supply

Increasingly diverse portfolio
and pipeline

– Growing presence in underserved, niche areas with an increased
focus on specialty and complex products, which offer less
competition and potential for further margin growth
– Developing portfolio of biosimilars for the US market
– Focus on higher-value therapeutic areas such as respiratory, CNS
and oncology
– Continued investment in R&D, new partnerships, strategic
acquisitions and geographic expansion into certain markets

Excellent financial discipline with
a strong balance sheet and robust
cash generation

– Good cash flow generation, with $638 million operating cash flow in
2021 and low leverage of 0.6x net debt/core EBITDA2
– Disciplined approach to cash management and acquisitions
– Strong balance sheet that provides financial flexibility to support
future growth

Proven track record of
delivering value for shareholders
and a clear vision for growth

– Group revenue CAGR1 of 7% and core EBITDA2 CAGR of 10%
since 2018
– TSR3 of 313% over the last ten years
– Progressively increasing dividend

Revenue by segment

Revenue by geography

Injectables .......... $1,053m
Generics .................$820m
Branded ..................$669m
Other ........................... $11m

US ................................. 59%
MENA............................ 33%
Europe & ROW.............. 8%

7

6%

R&D centres

R&D spend as % of revenue

280+

19+

products in our pipeline

products added in 2021 through business development

$638m

25%

operating cash flow

operating cash flow/revenue

7%

313%

Group revenue growth at a three-year CAGR

TSR over the last ten years

Hikma is focused on
delivering growth
over the long term

1 Compound annual growth rate (CAGR) is a measure of mean annual return
2 Core EBITDA is earnings before interest, tax, depreciation, amortisation, assets
write-down and impairment charges/reversals. EBITDA is a non-IFRS measure,
see page 34 for a reconciliation to reported IFRS results
3 Total shareholder return (TSR) is the performance of Hikma shares including
dividends paid
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Stakeholder engagement

For more than 40 years, we have transformed people’s
lives by making high-quality medicines more
accessible to the patients that need them.

Patients and
healthcare professionals
Our purpose is to put better health within reach, every
day for healthcare professionals (HCPs) and their
patients. We engage with doctors, clinicians and
pharmacists to better understand their needs, helping
them treat the patients they serve.

Strong engagement with all our stakeholders is key
to driving the long-term sustainable growth of our
business. It allows us to better understand their
needs and informs our day-to-day commercial and
operational decisions, as well as our long-term
investments in our business and our people.
Developing strong relationships with our stakeholders
has never been more important, particularly during the
uncertainty caused by the COVID-19 pandemic. Our
teams have worked hard to stay connected to all of
our stakeholders, including the patients who use our
medicines, healthcare professionals, our customers,
our employees and the wider community.

Patients and healthcare
professionals
Employees
refer to Acting responsibly page 37

Customers

Communities

At Hikma, we are
committed to
acting in the best
interest of all our
stakeholders

Stakeholders and the Board
The Board of Hikma considers its duties to
shareholders and the wider community at
each Board and Committee meeting and is
particularly aware of its duty to promote the
success of the Group for the benefit of all its
stakeholders. Over the next few pages we set
out how we engage with our key stakeholders
and build consideration of stakeholder issues
into our decision making, in accordance with
Section 172 of the Companies Act 2006. The
Board is responsible for the entire Annual
Report and, therefore, directs readers to the
following pages in relation to the stakeholder
and non-stakeholder elements of its duty to
promote the success of the Group:

6%
of revenue spent on
core R&D to improve
access to highquality, affordable
medicines

– likely consequences of any decision in the
long term: the strategic overview on pages
4 to 9
– the impact of the Group’s operations on the
environment: the Acting responsibly section
on pages 44 to 47
– the aim of the Group to maintain a reputation
for high standards of business conduct: the
sections of the strategic report related to
product quality and safety on page 61 and
the Compliance, Responsibility and Ethics
Committee report on pages 87 to 88
– the need to act fairly as between members of
the Group: the corporate governance report
on pages 66 to 114

Our employees expect us to:

– consistently provide a broad portfolio of products
– improve access to high-quality, affordable medicines

– support them and provide development and growth
opportunities
– protect their health and safety
– foster a diverse and inclusive culture

It is essential that we align our commercial activities,
operations and R&D efforts to the changing needs of patients
and HCPs.

How we engage across the Group
– Our commercial teams meet regularly with doctors and
hospital clinicians to better understand their needs and
keep them informed about our products
– In MENA, we run regular forums bringing together key
opinion leaders, doctors and global research institutes to
share knowledge and raise awareness of healthcare trends
and disease management
– We meet with patient advocacy groups for diseases such
as multiple sclerosis, cardiovascular disease and diabetes

– Launched Reagila® in MENA through our partnership
with Gedeon Richter, the first product in the region that is
proven to address both positive and negative symptoms
of schizophrenia
– Launched KloxxadoTM (naloxone hydrochloride) nasal
spray 8mg in the US, an important treatment for reversing
opioid overdose
– In MENA, we regularly update HCPs with the most recent
studies and product information. In 2021, we returned to
in-person meetings
– Established a compounding business in the US to fill a
market need and provide ready-to-administer drug
products which help improve the speed and safety of
patient care

Investors
refer to Investment case page 10
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Patients and HCPs need us to:

Outcomes and actions

Suppliers
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Why is it important to engage with this
group and what do they expect from us?

– The Board receives regular reports from the Chief Executive
Officer which include feedback from patients and
healthcare professionals
– The Compliance, Responsibility and Ethics Committee is
responsible for direct oversight of the Group’s approach to
ethical issues associated with HCPs
– Our management teams present to the Board at least once
per year, providing updates on the needs of patients and
healthcare providers across our markets

Government
and regulators

		

Our employees have always been at the heart
of everything we do. As the driving force behind
Hikma’s growth and success, our people are our
most valuable asset.

Why is it important to engage with this
group and what do they expect from us?

How we engage at Board level

refer to Acting responsibly page 37

Employees

The passion and commitment of our people to our purpose
and values is key to delivering our brand promise and
supports our growth plans. One of our key strategic priorities
is to build a culture that inspires and enables our people, one
in which they are empowered to drive innovation and are
committed to caring for customers, patients and communities
around the world.

How we engage across the Group
– We offer learning and development opportunities for our
people. Hikma Academy serves as a training hub through
which we can coordinate and optimise learning and
development activities
– Our Group-wide principles for ensuring employee health
and safety are outlined in our Group Environmental, Health
and Safety Policy Statement. We also have local policies and
procedures in place
– We conduct regular employee surveys and use this
feedback to improve our performance and culture
– We have an active internal communications programme to
keep employees engaged and informed on Group strategy,
progress and development
– We established the Diversity, Equity and Inclusion
Committee to continue to create a culture where everyone
feels they belong

How we engage at Board level
– Nina Henderson has Board level responsibility for employee
engagement. She reports on employee issues as required
during Board or Committee business. A report on her
activities is included on page 67
– The Board receives regular reports on communications
activities with employees, the bi-annual employee
engagement survey and events or feedback that are
reported by the Chief Executive Officer

Outcomes and actions
– Hosted a virtual global leadership conference for the
top 160 Hikma leaders
– Established a Diversity, Equity and Inclusion
Committee, which is comprised of members from
the Executive Committee
– Established guidelines to create Employee Resource
Groups (ERGs)
– Launched a new leadership programme designed to
improve leadership effectiveness and capabilities for our
people managers, thereby strengthening employee
enablement and increasing engagement. With 150 people
managers through this programme in 2021, it will be rolled
out annually to cover all target employees
Hikma Pharmaceuticals PLC Annual Report 2021
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Stakeholder engagement
continued

Customers

Communities and
environment

Our customers are our business partners and we are
committed to providing them with a consistent and
reliable supply of high-quality medicines. We work
closely with Group Purchasing Organisations (GPOs),
hospitals, healthcare professionals, retailers,
wholesalers and others to build strong relationships
and enhance service levels.

172
Products launched
across our markets

Why is it important to engage with this
group and what do they expect from us?
Customers need us to:
– offer a broad product portfolio
– have a consistent and reliable supply of medicines
– maintain service levels
Our commercial teams work closely with our different
customers to understand their needs, reduce drug shortages
and ensure we invest in the products, manufacturing capacity
and capabilities needed to meet their requirements.

How we engage across the Group
– We have commercial, sales and marketing teams dedicated
to our varied customer groups in the US, MENA, and Europe
– Our customer discussions inform our pipeline decisions, in
an effort to bring them the products most in need

How we engage at Board level
– Commercial leads present to the Board at least once
a year providing updates on our customer relationships
and how we are meeting customer needs
– As part of its strategic review process, the Board
reviews information on the generic pharmaceutical
customer landscape
– The Board periodically receives industry updates from
leading external professional groups

Outcomes and actions
– Launched 172 products across our markets
– Continued to work closely with our customers
to understand their needs

Our vision is to create a healthier world that enriches all
our communities by developing high-quality medicines
and making them accessible to those who need them.
We are a responsible and sustainable company
and have a duty of care towards our communities
and the environment.

Delivering for our
customers
When our customers need us, we’re right there
within reach – ready to react quickly and
collaboratively to meet their needs. By being
highly responsive, anticipating needs and
infusing every interaction with professionalism
and respect, we are creating strong and lasting
partnerships that benefit everyone – especially
the hospitals, doctors and patients who rely on
our medicines.

$3.2
million of medicines
donated in 2021

Why is it important to engage with this
group and what do they expect from us?
Our communities value our efforts to:
–
–
–
–

improve healthcare quality and access to medicines
strengthen educational infrastructures
support local communities and people in need
minimise our environmental impact

Since its inception, Hikma has been dedicated to
transforming people’s lives by providing the medicines they
need and supporting the communities where we live and
work. Making positive contributions to the communities
where we operate, and providing assistance to those in need,
supports our long-term, sustainable growth, while positively
impacting society.

Our customers can truly lean on us for
high-quality medicines and excellent service.
This has been especially true during the
challenges of the global pandemic where we
continued to provide uninterrupted access
to urgently needed medicines for treating
COVID-19 and many other medical conditions.

We also strive to minimise our environmental impacts and are
committed to making our operations more energy efficient.

How we engage across the Group
– We have developed collaborative partnerships and
programmes to promote positive change and address the
needs of our communities. These initiatives include
increasing access to medicine, supporting education and
assisting refugees and low-income groups
– We have an internal cross-functional working group who
meet on a regular basis to progress our understanding on
climate-related risks and opportunities and are working to
achieve our greenhouse gas emissions reduction target

We recently launched a new marketing
campaign across US trade and social media
channels to distinguish Hikma by illustrating
how customers can “Lean on Us” at all times for
our unwavering commitment to them and the
patients they serve. Ultimately, our commitment
and passion for the greater good will always be
what drives us forward.

How we engage at Board level
– The Board of Directors have overarching oversight of our
ESG strategy
– Our Executive Vice President of Business Operations, who
reports directly into our CEO, leads our ESG reporting as
well as our internal cross-functional working group
integrating TCFD into our business. More information on our
sustainability efforts can be found on page 36 to 52 and on
our corporate governance and our management of ESG
issues on page 67

Employees caring for
our communities
Our employees care deeply about helping
people, through our medicines and through
community engagement to help those in
need. Across our locations Hikma employees
volunteer to help their neighbours in many
ways – by raising money, donating food and
medicines, and supporting education initiatives.
Through our Black Employees Advisory Board in
the US, we launched a pilot programme in 2021
to introduce STEM education to young students
in underserved communities. STEM stands for
science, technology, engineering and math
education, disciplines and skills vital to
workforce development and higher earning
career opportunities. In the US, women and
minorities are often underrepresented in
STEM-related jobs.
Students who participated in Hikma’s 12-week
STEM programme learned how to design, build
and fly their own electric drones. Teachers
helped the students develop new technical and
problem-solving skills. The programme also
helped students to build confidence and
explore new opportunities for personal growth.
Students and their parents had high praise for
the programme.
Plans are underway to expand Hikma’s STEM
programme to underserved neighbourhoods in
several Ohio and New Jersey communities with
Hikma facilities.

Outcomes and actions
– As part of Hikma’s Black Employee Advisory Board’s
community outreach for underserved and
underrepresented communities, the team launched a
programme to develop STEM (Science, Technology,
Engineering and Math) talent in primary schools in the US
– Donated 50,000 doses of injectable naloxone to help
expand non-profit access to a life-saving treatment for
reversing opioid overdoses
– Established a target to reduce our Scope 1 and 2
greenhouse gas emissions by 25% by 2030, using a 2020
baseline year

14
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Stakeholder engagement
continued

Government and regulators

Suppliers

Investors

Our industry is highly-regulated and we must operate
in accordance with a wide range of industry and
government policies and regulations including those
of the US Food and Drug Administration (FDA), the
European Medicines Agency (EMA), MENA health
authorities and other regulatory agencies across
our markets.

We have an extensive global network of suppliers who
provide us with the products needed for us to deliver
our medicines. We actively engage with our suppliers
to ensure the social and ethical standards we require
are upheld.

We maintain regular contact with investors to ensure
they have a strong understanding of our business. Our
investors are largely global institutions and include both
equity and debt holders.

Why is it important to engage with this
group and what do they expect from us?

Why is it important to engage with this
group and what do they expect from us?

Our regulators expect us to:

Our suppliers want us to:

– adhere to regulatory requirements
– maintain high-quality manufacturing facilities
– provide safe and effective medicines

– uphold high ethical standards
– operate in a responsible and sustainable manner
– work collaboratively to build strong relationships

Quality is in everything we do and has been since our
inception. We need to ensure that our quality systems operate
in full compliance with the requirements of international
agencies as well as domestic regulatory bodies.

Our suppliers are critical to our business, and their products
and expertise support us in the delivery of high-quality
medicines to patients around the world. Working together and
building strong relationships not only enables us to deliver on
our brand promise but it also ensures we have a sustainable
and resilient supply chain.

How we engage across the Group
– We have strong internal regulatory and quality teams who
ensure our quality systems operate in full compliance with
the regulatory requirements of the FDA, the EMA, MENA
health authorities and other regulatory agencies across
our markets
– We work closely with local governments and regulatory
bodies to ensure current and proposed regulations and
policies support patients’ needs and our operations

How we engage at Board level
– The Board receives regular reports on relations with
regulators, particularly from a manufacturing quality and
product approval perspective, and receives an update on
legal matters at each meeting
– The Board oversees the Group’s risk programme and
receives reports on relevant issues, which include specific
principal risks covering product quality and safety and legal,
regulatory and intellectual property

Outcomes and actions
– Engaged regularly with the different regulatory bodies
and have a strong quality track record
– Supported the FDA in their training efforts by hosting
a virtual training session at our Columbus site for over
50 participants
– Engaged with the FDA Drug Shortage Office to partner on
long-term solutions for addressing US drug shortages
– Engaged on policy and legislative consultation as a member
of the Association of Accessible Medicines

14
Investor conferences
attended
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Our investors want us to:
– deliver sustainable long-term value
– effectively communicate our long-term strategy, financial
and operational performance and growth drivers
– meet industry and global standards for good environmental,
social and governance (ESG) practices

In 2021, we hosted a series
of meet the management
events to showcase our three
business segments

We ensure our investors have an in-depth understanding of
our operations, financial performance, growth drivers and ESG
efforts. The Board receives regular updates and feedback on
these activities. This helps ensure that the views of our
investors are considered in the Board’s decision-making.

Operating responsibly and ethically is vital to our long-term
success, and we work with our suppliers to ensure the social
and ethical standards we require are upheld.

How we engage across the Group
– We maintain regular contact with our shareholders through
a comprehensive investor relations (IR) programme of
conferences, roadshows and meetings
– We maintain regular dialogue with our debt holders and
rating agencies
– We communicate our strategy and financial performance
through regular financial reporting and investor events,
such as the Annual General Meeting (AGM)
– A targeted external communications programme ensures
we are informing key audiences on our strategic progress
and impact on our communities

How we engage across the Group
– We conduct quality audits prior to on-boarding any new API
supplier and on a regular basis for our current supplier base
– We ask our suppliers to commit to upholding the principles
of our Code of Conduct, including fundamental standards
on human rights and modern slavery
– We conduct initial and periodic due diligence to assess
third-party risks
– We are measuring and reporting on the greenhouse gas
(GHG) emissions originating from our supplier base
– We have started to measure the sustainability profile of our
supplier base

How we engage at Board level
– The Board receives regular updates on the IR programme,
including investor feedback from the AGM, IR meetings and
investor perception studies
– The Executive Directors are informed of investor
engagement activities on a regular basis
– The Non-Executive Directors make themselves available
to meet with investors as required in the conduct of
their responsibilities (eg as Chair of a committee) and
are available to shareholders at the AGM to answer
related questions

How we engage at Board level
– The Board receives updates on supplier issues as part
of its review of operational matters, such as consideration
of API supply restrictions resulting from pandemicrelated disruption
– The Board oversees the Group’s risk programme and
receives reports on relevant issues, which include a specific
principal risk for API and third-party risk management
– The Compliance, Responsibility and Ethics Committee is
responsible for direct oversight of the Group’s approach to
ethical issues associated with suppliers

Outcomes and actions
– We maintained regular contact with our analysts and
investors to give business updates. We attended 14
conferences and met with 136 investors in 2021
– We hosted a series of meet the management virtual events
to increase access to our senior leadership team for the
investment community

Outcomes and actions
– Our long-term relationships with our suppliers have allowed
us to ensure continuity of supply to our customers during
the COVID-19 pandemic
– 96% of our supplier base has been assessed as part of our
third-party risk management
– Started measuring GHG emissions originating from our
supplier base, which is reported on page 46
– Initiated a collaboration with EcoVadis, a leader in
sustainability ratings, to assess our main suppliers
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Our markets

Evolving demographic
and market trends
Global context
The global pharmaceutical market continued to grow in 2021. The social,
demographic and economic dynamics within the pharmaceutical industry are
changing rapidly. The pandemic has prompted an acceleration in many of the key
trends shaping the industry, creating opportunities for generic pharmaceutical
companies. The need for more affordable healthcare solutions is driving an increase
in generic penetration – the global generic prescription market is forecast to grow at
a CAGR of around 3.8% over the next five years1.

Global generics prescription market1
($billion)

2026
2021

$99
$82

Key trends
CHANGING DEMOGRAPHICS
A growing population and a rise in life expectancy
worldwide is leading to increased demand for
healthcare. According to the United Nations, 16% of
the world population is expected to be aged over 65
by 20502. This rapid shift in demographics, as well as
changing lifestyles, is contributing to an increase in
noncommunicable diseases (NCDs), mainly
cardiovascular disease, cancer, respiratory disease
and diabetes3. Almost 70% of deaths worldwide are
caused by NCDs. This growing epidemic poses
challenges for global economies and threatens to
overwhelm health systems3.

Strategic response
We are committed to improving patients’ access to
high-quality, affordable medicines. We are
continuously investing in our manufacturing sites
to enable us to meet current and future needs of
patients worldwide. In MENA, we have a large sales,
marketing and support team that dedicate their time
to meet with doctors, clinicians and pharmacists to
better understand their needs. In the US, we have
strong relationships with our customers. Our
discussions with them help inform our pipeline
decisions in an effort to bring them the products
most in need.

Key trends
PRICING AND ACCESS

1. Evaluate Pharma, World Preview 2021, Outlook to 2026, July 2021
2. United Nations, Global Issues, Ageing available at https://www.un.org/en/global-issues/ageing
3. WHO, Noncommunicable diseases available at https://www.who.int/news-room/fact-sheets/detail/
noncommunicable-diseases
4. AAM, The U.S. Generic & Biosimilar Medicines Savings Report, October 2021
5. IQVIA, US Pharmaceutical Trends, Issues and Outlook for NACDS TSE, August 2021
6. IQVIA, Assessing the Global Burden of Post-COVID-19 Conditions, December 2021
7. McKinsey & Company, An inflection point for biosimilars, June 2021

The need for more affordable healthcare has never
been more important as countries navigate the
economic impact of the pandemic. Governments are
looking to increase patient access to high-quality,
affordable medicines and this need for more
cost-effective healthcare is driving an increase in
generic penetration. In the US, 90% of prescriptions
filled are for generic medicines, while generics
represent only 3% of healthcare spending. Over the
last ten years, the US healthcare system has saved
nearly $2.4 trillion by using generic medicines4.

Strategic response
Generic medicines play an important role in helping
alleviate pressures on global healthcare budgets. As
a company whose purpose is to put better health
within reach, every day, we are committed to
increasing patients’ access to more affordable
healthcare. In 2021, we launched 172 products across
our markets and our continuous investment in R&D
and manufacturing capabilities enables us to meet
patients’ growing demand.

Key trends
THE IMPACT OF COVID-19
The COVID-19 pandemic has impacted the lives
of millions of people and communities around the
world, creating significant uncertainties. Patients
were cautious to enter hospitals, causing a
significant diagnostic gap. There were c.1 billion
missed diagnostic visits in 2020, which represents
a 20% decline on total expected diagnostic visits in
a normal year5. Missed visits have had a direct impact
on prescription utilisation and elective procedures.
While the pharmaceutical industry has shown great
agility during the COVID-19 pandemic, it also raised
concerns around the resilience of supply chains.
This has prompted calls for local API and
intermediate production and some countries,
such as the US, are also looking to increase local
production of finished goods.

Strategic response
The pandemic demonstrated the vital role of the
healthcare industry, particularly the generics
sector. At the start of the pandemic, we were
operating at full capacity, prioritising the
manufacture of products that were in highest
demand, whilst continuing to maintain supply
across our broader portfolio.
While there is still volatility in the market, we are
focused on ensuring that our flexible, high-quality
manufacturing capabilities and resilient supply chain
can continue to underpin our ability to provide a
consistent supply of medicines to our customers.
As part of our strategy and to mitigate supply risk,
we continue to qualify alternate sources of raw
materials. By growing our portfolio, we will also
ensure we have the products our patients need.

The pandemic continues to impact and shape
the global healthcare sector today. A large number
of COVID-19 patients have a range of persisting
health conditions that are having a longer term
effect on their central nervous, cardiovascular and
respiratory systems6.

16%
of the world
population is
expected to be
over the age of
65 by 20502

56%
annual growth rate of
the global biosimilar
market since 20157

Key trends
GROWTH IN BIOSIMILAR UPTAKE
Biosimilars are gaining more momentum as adoption
in the US improves. It is estimated that global
biosimilar sales were over $15 billion in 2020, a 56%
annual growth rate since 2015. The market is
expected to continue its double-digit growth,
reaching more than $30 billion by 20257.
Biosimilar uptake varies by country. Europe makes
up half of the market by value and there are more
than 60 products approved. In the US, the FDA has
published new guidance on interchangeability,
providing greater clarity for developing companies.
This has helped recently launched biosimilars
achieve a rapid uptake compared to previous years.
As the regulatory environment continues to evolve in
the US, and in China and Japan, we expect to see an
increase in biosimilar adoption7.

Strategic response
Tapping into the growth of the biosimilar market in
the US has been an area of focus for Hikma. We are
leveraging our established commercial capabilities
in the US to build a highly complementary portfolio
of biosimilar products through licensing. In 2021, we
signed an agreement with Bio-Thera Solutions for
ustekinumab, a proposed biosimilar to Stelara®, and
with Gedeon Richter for denosumab, a proposed
biosimilar referencing Prolia® and Xgeva®. In MENA,
through our partnership with Celltrion, we have
launched three biosimilar products in the MENA
region: Remsima®, Truxima® and Herzuma®.

	Find out more about our
access to medicine on page 38.
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Our business model

Our diversified business model allows us to
respond to the many opportunities and risks
we face, while delivering for our stakeholders.

Better health within reach every day
Our resources
Financial
Investment in R&D, manufacturing facilities,
partnerships and M&A enables us to expand
our product portfolio, technical capabilities
and operations.

Our business segments

People
We have a highly skilled, diverse and
effective workforce. Through continuous
investment in the development of our
people and by hiring new talent, we secure
our future.

Injectables

The value we create
What we do
Offer a broad product portfolio
We offer a broad and differentiated portfolio
of more than 670 products. It includes
high-quality generic and branded generic
medicines and a growing number of
in‑licensed and specialty products.

Market across geographies
We distribute our products in our markets
through experienced sales and marketing
teams. In the MENA region, around 2,000
representatives and support staff market our
brands to doctors and pharmacists, while
our sales teams in the US and Europe sell to a
broad range of customers, including the leading
wholesalers, pharmacy chains, governments
and hospital purchasing organisations.

Patient benefits
We provide patients across our markets with
high-quality and affordable medicines.

670+
Products

Generics

Branded

 ee our business and financial review
S
on page 24

Develop and innovate
We are building a pipeline of products to meet
the evolving needs of patients and healthcare
professionals through investments in internal
R&D, partnerships and strategic acquisitions.

c.2,000
sales representatives
market our products
across MENA

Capabilities

Manufacture and maintain quality
Our extensive and high-quality
manufacturing capabilities are at the heart
of what we do. We have 32 plants across the
Group that supply our global markets with a
broad range of injectable and non-injectable
products, including 13 US FDA-inspected
plants and 12 EMA-inspected plants.
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6%
Group revenue
invested in core R&D
(2020: 6%)

32
manufacturing plants

13
US FDA-inspected
plants

EMA-inspected
plants

		

73%
Employee engagement 2020 score

We have a long history of creating value
for our shareholders.

12

We have extensive commercial, R&D,
manufacturing and distribution capabilities
across our markets focused on quality
and efficiency.

By focusing on the engagement and
development of our people, we provide long
and rewarding careers for our talented and
diverse workforce.

Shareholder returns

Relationships
Strong relationships with regulators and
health authorities across all our markets,
and successful collaborations with
industry partners, enable us to achieve
our shared objectives.

Products

Employee engagement

Values
Our values promote a culture that is
innovative, collaborative and caring, ensuring
the sustainability of our business.

670+

313%
Total shareholder return over last ten years

Sustainable business
We act responsibly, advancing health and
wellbeing, empowering our people,
protecting the environment and building
trust through quality in everything we do.
– Our employees completed 47,000
instructor-led learning hours
– Established a target to reduce our Scope 1
and 2 greenhouse gas emissions by 25%
by 2030, using a 2020 baseline year

 ind out more about our key
F
performance indicators on page 22
	Find out more about how we are
managing risk on page 54
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Our progress

We are delivering on our strategy and
measuring our performance with key
performance indicators (KPIs).

Strategic
priority

Deliver more from
a strong foundation

KPI

Core1 revenue
($m)

Core1 operating profit
($m)

$2,553m

$632m

2,553
1,936

2,076

2,203

	Find out more about
our strategy on page 6
	Find out more about how we
are managing risk on page 54
	Find out more about our
remuneration on page 89

Build a portfolio that
anticipates future needs

Inspire and enable our people

Return on invested capital3
(%)

Core revenue from new
product launches
(%)

Employee enablement
(%)

Employee engagement
(%)

17.1%

9%

64%

73%

2020 score1

2020 score1

632

2,341

18.6
17.0

566
460

15.1

508

16.2

17.1

386

2017

2018

2019

2020 2021

2017

2018

2019

2017

2020 2021

2018

2019

2020 2021

Description

Total annual core revenue
generated across all businesses

Core operating profit

Core operating profit after tax
divided by invested capital
(calculated as total equity plus
net debt4)

Percentage of core revenue contribution
from products launched in 2021 and the
second half of 2020

Global employee enablement score

Global employee engagement score

Why is it a KPI?

This measures our ability to
maximise value from our current
product portfolio across our global
markets and generate revenue from
new launches

This measures our ability to grow
revenue and maintain quality
while delivering efficiencies and
ensuring cost control

This measures our efficiency in
allocating capital to businesses
and projects

This measures our ability to extract
value from our global product pipeline

This measures whether people find
their work fulfilling and rewarding and
whether they feel supported to achieve
their full potential

This measures people’s pride in working
for Hikma, their willingness to recommend
Hikma as an employer and their desire
to stay long term

2021
performance

Group core revenue increased
by 9% reflecting good performance
from all three business segments,
supported by strong recent
product launches

The increase in core operating
profit was driven by good revenue
growth across all three business
segments and strong growth in
Generics profitability

The increase in return on invested
capital reflects the improvement in
core operating profit, primarily
driven by a strong step up in
Generics profitability, lower total
debt and strong cash flow

In 2021, revenue from new product
launches was 9% of Group core revenue,
up from 7% in 2020. This reflects the strong
contribution from new launches in Generics
and good contribution from Injectable
and Branded launches. This shows good
progress towards achieving our goal of 10%
of revenue from new launches by 2023

1. Hikma runs a global employee engagement survey every two years. As such, we do not
have the enablement and engagement percentages for reporting purposes this year.
In 2021, we conducted an accountability index survey to measure the level of action
planning conducted by managers post the last all-employee engagement survey.
It showed an 18 point improvement in the accountability index score when compared
to 2020

Link to
remuneration

R

R

2

R

1. Core results are presented to show the underlying performance of the Group, excluding the exceptional items and other adjustments set out in Note 6 in the Notes to the consolidated
financial statements. A reconciliation from core to reported operating profit is included within the Consolidated income statement in the Financial statements
2. Core operating profit is measured before R&D costs when used as one of the performance criteria for determining the Executive Directors’ remuneration
3. See reconciliation on page 34
4. Group net debt is calculated as Group total debt less Group total cash. Group total debt excludes co-development agreements and contingent liabilities
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Business and financial review

I am pleased with our performance in 2021, with
growth in all three businesses. We have continued
to launch new products while benefitting from the
breadth of our portfolio.
Khalid Nabilsi
Chief Financial Officer

Reported results (statutory)

Revenue
Operating profit

2021
$million

2020
$million

Change

Constant
currency1
change

2,553

2,341

9%

7%

582

579

1%

3%

Strong 2021 performance

Group

– Group revenue up 9%, reflecting a good performance from all
three businesses

Group revenue grew 9% reflecting growth in each of
our three businesses. Group gross margin reduced
slightly, primarily due to a shift in product mix in our
Injectables and Branded businesses.

– Core operating profit up 12%, driven by a further step up in
Generics margin
– Core profit attributable to shareholders up 10%

Profit attributable
to shareholders

421

431

(2)%

2%

Cash flow from
operating activities

638

464

38%

–

– Strong cashflow from operating activities, up 38% to $638 million

182.3

182.6

0%

4%

– Continued to invest 6% of revenue in R&D, with a growing pipeline
of complex and specialty products

Basic earnings per
share (cents)2
Total dividend per
share (cents)

54.0

50.0

8%

–

2021
$million

2020
$million

Change

Constant
currency1
change

2,553

2,341

9%

7%

Core operating profit

632

566

12%

15%

Core profit attributable
to shareholders

450

408

10%

15%

194.8

172.9

13%

17%

Core basic earnings
per share (cents)2

1

2
3

4

5

6
7

Constant currency numbers in 2021 represent reported 2021 numbers translated using
2020 exchange rates, excluding price increases in the business resulting from the
devaluation of the Sudanese pound and excluding the impact from hyperinflation
accounting. In 2021 Lebanon and Sudan were considered hyperinflationary economies,
therefore the spot exchange rate as at 31 December 2021 was used to translate the
results of these operations into US dollars
In June 2020, Hikma purchased 12.8 million ordinary shares from Boehringer Ingelheim,
which are being held in treasury
Core results throughout the document are presented to show the underlying
performance of the Group, excluding the exceptional items and other adjustments
set out in Note 6 of the Group consolidated financial statements. Core results are
a non-IFRS measure and a reconciliation to reported IFRS measures is provided on
page 33
Group net debt is calculated as Group total debt less Group total cash, including
restricted cash. Group net debt is a non-IFRS measure. See page 34 for a reconciliation
of Group net debt to reported IFRS figures
Core EBITDA is earnings before interest, tax, depreciation, amortisation, assets
write-down and impairment charges/reversals. EBITDA is a non-IFRS measure, see
page 34 for a reconciliation to reported IFRS results
Net debt to core EBITDA is calculated as Group net debt divided by core EBITDA and is
considered a useful measure of the Group’s financing decision
Subject to FTC approval
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– Maintained healthy balance sheet, with net debt4 of $420 million
and low leverage at 0.6x net debt to core EBITDA5,6
– Full year dividend of 54 cents per share, up from 50 cents per share
in 2020

Core results3 (underlying)

Core revenue

– Reported profit attributable to shareholders down 2% and basic
EPS was flat

Hikma Pharmaceuticals PLC Annual Report 2021

Continued momentum, with growth in all
three businesses
– Injectables: Good revenue growth across all three geographies,
including in the US following a strong 2020. Injectables core
operating profit grew 5%, with a strong operating margin of 37.5%
– Generics: 10% revenue growth and core operating margin
improvement of 300 bps to 24.6%, reflecting a good performance
from recently launched products
– Branded: Revenue grew 9% reflecting a good contribution from
products used to treat chronic illnesses and core operating margin
was 18.7%, down from 20.6% in 2020. Excluding the impact of
currency and hyperinflation, revenue grew 5% and core operating
margin was stable

Further portfolio expansion and increased investment
to support growth
– Launched generic Advair Diskus® in April and are gradually growing
market share, but expect competition to intensify in 2022

Group operating expenses were $719 million (2020:
$622 million). Excluding adjustments related to the
amortisation of intangible assets (other than software)
of $73 million (2020: $42 million) and net income from
exceptional items of $23 million (2020: $67 million),
Group core operating expenses were $669 million
(2020: $647 million).
Selling, general and administrative (SG&A) expenses
were $561 million (2020: $509 million). Excluding the
amortisation of intangible assets (other than software)
and exceptional items, core SG&A expenses were
$488 million (2020: $464 million), up 5%, reflecting
good control of costs while increasing spend in certain
areas such as sales and marketing for specialty
products in the Generics business and a gradual
return to pre-COVID marketing activities in our
Branded business.
Research and development (R&D) expenses were $143
million (2020: $137 million). This reflects an increase in
the second half as the Group focused on the future
pipeline. Core R&D was 6% of Group core revenue, in
line with our strategy.
Other net operating expenses were $15 million (2020:
$26 million income). Excluding exceptional items1, core
other net operating expenses were $38 million (2020:
$44 million), which primarily comprised foreign
exchange-related costs.
The improvement in core operating margin to 24.8%
was primarily driven by the good performance in the
Generics business.

– Expansion of specialty product offering in the US, including the
launch of KloxxadoTM 8mg naloxone nasal spray
– Positioning for future growth in Injectables with the signing of two
US biosimilar agreements, the acquisition of Custopharm7, the
launch of a new US compounding business and post year-end
expansion into Canada through acquisition of Teligent assets
– Further complex medicines added to Branded portfolio, including
eight oral oncology products in Algeria

1

Exceptional items comprised a $60 million impairment reversal of
product related intangibles, a $24 million charge of product related
intangibles and a $13 million intangible assets write-down.
Amortisation of intangible assets (other than software) was $73
million. Refer to Note 6 of the Group consolidated financial
statements for further information
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Business and financial review
continued

Injectables

Financial highlights
2021
$million

1,053

977

8%

6%

1,053

977

8%

6%

Gross profit

581

563

3%

2%

Core gross profit

581

563

3%

2%

55.2%

57.6%

(2.4)pp

(1.9)pp

351

354

Core operating profit
Core operating margin

Core revenue ($m)
2020
2021

1%

395

377

5%

6%

38.6%

(1.1)pp

0.3pp

Outlook for 2022
We expect Injectables
revenue to grow in
the low to mid-single
digits. We expect core
operating margin to
be in the range of 35%
to 37%.

977
1,053

(1)%

37.5%

Core revenue by region ($m)

1,053

Core operating margin (%)
2020
2021

38.6
37.5

US ......................................................................................691 (66%)
MENA................................................................................. 180 (17%)
Europe............................................................................... 182 (17%)

Injectables revenue grew 8% in 2021, benefitting from
our broad portfolio, geographic spread, flexible
manufacturing capabilities and new launches across
our regions.

Core gross profit grew 3% to $581 million and gross
margin declined to 55.2%, reflecting a normalisation in
product mix following the strong demand for COVID-19
related products in 2020.

US Injectables revenue grew 4% to $691 million (2020:
$662 million), reflecting a good performance from new
launches while maintaining demand for our broad
product portfolio.

Injectables core operating profit, which excludes the
amortisation of intangible assets (other than software)1
grew 5% and core operating margin was 37.5%,
compared with 38.6% in 2020. In constant currency,
core operating profit grew 7% and core operating
margin remained largely stable, reflecting good control
of costs.

MENA Injectables revenue was $180 million, up 13% on
a reported basis and 4% on a constant currency basis
(2020: $160 million). This growth reflects a strong
performance across most of our markets and good
demand for our growing biosimilar portfolio where
we continue to grow the market by increasing patient
access. This more than offset temporary disruptions
in some markets.
European Injectables revenue was $182 million,
up 17% (2020: $155 million). In constant currency,
European Injectables revenue increased by 13%.
This reflects a good performance from our own
products, recent launches and continued demand
for contract manufacturing.

1
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Constant
currency change

Revenue

Operating profit

26

Change

Core revenue

Core gross margin

We supply hospitals across our markets with generic
injectables, supported by our manufacturing facilities
in the US, Europe and MENA. In the US, we have
broadened our product offering to include
compounded sterile injectables.

2020
$million

We are benefitting
from strong
commercial
capabilities across
our markets and
flexible, highquality operations

During the year, the Injectables business launched 15
products in the US, 29 in MENA and 34 in Europe. We
submitted 93 filings to regulatory authorities across all
markets. This primarily reflects our efforts to expand
our European portfolio and register products in new
European markets. We also signed new licensing deals,
including to enter the US biosimilar market.

Exceptional items comprised a $10 million impairment of product related intangibles and a $1 million intangible assets write-down. Amortisation of intangible assets (other than software)
was $33 million. Refer to Note 6 of the Group consolidated financial statements for further information
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Business and financial review
continued

Generics

Financial highlights
2021
$million

Revenue

820

744

10%

820

744

10%

Gross profit

388

329

18%

Core gross profit

388

341

14%

47.3%

45.8%

1.5pp

217

203

7%

Operating profit

202

161

25%

24.6%

21.6%

3.0pp

Core operating profit
Core operating margin

Core revenue ($m)
2020
2021

28
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Outlook for 2022

Core operating margin (%)
744

2020
820

The good revenue growth in our Generics business,
up 10% in 2021, was primarily driven by a strong
performance from recently launched products,
which more than offset increased price erosion.
Generics core gross profit growth and margin
expansion was primarily due to product mix, with
good demand for profitable recent launches.
We delivered a strong improvement in Generics core
operating profit, which excludes the amortisation of
intangible assets (other than software) and exceptional
items1, mostly due to the improvement in gross profit.
While sales and marketing spend increased as a result

1

Change

Core revenue

Core gross margin

We supply oral and other
non-injectable generic
and specialty branded
products in the US retail
market, leveraging our
state-of-art manufacturing
facility in Columbus, Ohio.

2020
$million

2021

21.6
24.6

of the expansion of our specialty business, this was
partially offset by good control of other operating
expenses. For the year, Generics core operating
margin was 24.6%, ahead of our guidance of 22%
to 24%.
In 2021, the Generics business launched seven products
and submitted five files to regulatory authorities.

We expect Generics
revenue to grow in the
range of 8% to 10%.
We expect core
operating margin to
be in the range of 24%
to 25%.

We are delivering
strong operating
profit expansion,
benefitting from
recently launched
products

Exceptional items comprised a $60 million impairment reversal of
product related intangibles and a $14 million impairment charge of
product related intangibles and a $1 million intangible assets
write-down. Amortisation of intangible assets (other than software)
was $30 million. Refer to Note 6 of the Group consolidated financial
statements for further information
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Business and financial review
continued

Branded

Financial highlights
2021
$million

2020
$million

Change

Constant
currency change

Revenue

669

613

9%

5%

Core revenue

669

613

9%

5%

Gross profit

328

307

7%

0%

Core gross profit

328

307

7%

0%

49.0%

50.1%

(1.1)pp

(2.0)pp

104

120

(13)%

Core gross margin
Operating profit
Core operating profit
Core operating margin

We supply branded generics
and in-licensed patented
products from our local
manufacturing facilities to
retail and hospital customers
across the MENA region.

Core revenue ($m)
2020
2021

125

126

(1)%

5%

18.7%

20.6%

(1.9)pp

0.0pp

Outlook for 2022

Core operating margin (%)
613

2020
669

Our Branded business continued to deliver growth in
2021, with revenue up 9%, which includes the impact
of hyperinflation. In constant currency, revenue grew
5%, with a good performance across our markets,
particularly in Algeria, where we saw the benefits of our
new oncology plant and in Egypt, where we benefitted
from strong demand for our chronic treatments. Our
chronic treatments also saw good demand in our retail
business in Saudi Arabia, which partially offset lower
demand in the government tender business. Other
markets, including Jordan, UAE and Morocco grew
strongly. Across the region we benefitted from our
focussed commercial efforts, a responsive supply
chain and the breadth of our portfolio.

2021

(7)%

20.6
18.7

Sudanese pound. In constant currency, core operating
margin was stable.
During the year, the Branded business launched 87
products and submitted 144 filings to regulatory
authorities. Revenue from in-licensed products
represented 36% of Branded revenue (2020: 37%).

We expect Branded
revenue in 2022 to
be in line with 2021.
Excluding the impact
of hyperinflation in
2021, we expect
Branded revenue
to grow in the
mid-single digits.

Our growth is
increasingly coming
from medicines
used to treat
chronic illness

Core gross profit grew 7% and, on a constant currency
basis, core gross profit was flat primarily due to an
increase in slow-moving inventory resulting from
pandemic-related demand fluctuations. Core gross
margin contracted slightly to 49.0%.
Core operating profit, which excludes the amortisation
of intangibles (other than software) and exceptional
items1, fell 1%. In constant currency, core operating
profit grew 5% as higher investment in R&D and
increased sales and marketing spend due to activities
returning to pre-COVID levels was offset by good
control of G&A costs. Core operating margin
decreased primarily due to devaluation of the

1
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Exceptional items comprised a $11 million intangible assets
write-down. Amortisation of intangible assets (other than software)
was $10 million. Refer to Note 6 of the Group consolidated financial
statements for further information
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Business and financial review
continued

Other businesses

Profit before tax

Dividend

Outlook

Other businesses, which primarily comprises Arab Medical
Containers (AMC), a manufacturer of plastic specialised medicinal
sterile containers, and International Pharmaceuticals Research
Centre (IPRC), which conducts bio-equivalency studies, contributed
revenue of $11 million in 2021 (2020: $7 million) with an operating
profit of $2 million (2020: $nil).

Reported profit before tax decreased to $544 million (2020: $558
million), primarily reflecting an increase in the amortisation of
intangibles (other than software), from $42 million to $73 million, due
to new product launches. Excluding the amortisation of intangibles
(other than software) and exceptional items3, core profit before tax
was $578 million (2020: $522 million), up 11%, reflecting the strong
performance of our three business segments.

The Board is recommending a final dividend of 36 cents per share
(approximately 26 pence per share) (2020: 34 cents per share)
bringing the total dividend for the full year to 54 cents per share
(approximately 40 pence per share) (2020: 50 cents per share).
The proposed dividend will be paid on 28 April 2022 to eligible
shareholders on the register at the close of business on 18 March
2022, subject to approval at the Annual General Meeting on
25 April 2022.

For Injectables, as the COVID-19 volatility continues to ease and we
see a gradual return of elective surgeries, we expect for revenue to
grow in the low to mid-single digits, supported by new product
launches. We expect core operating margin to be in the range of 35%
to 37%. Our guidance does not include a contribution from
Custopharm, which remains subject to FTC approval.

Research and development

Tax

Our investment in R&D and business development enables us to
continue expanding the Group’s product portfolio. During 2021, we
had 172 new launches and received 243 approvals. To ensure the
continuous development of our product pipeline, we submitted
242 regulatory filings.
2021 submissions1

2021 approvals1

2021 launches1

93

114

78

13
24
56

12
66
36

15
29
34

5

5

7

Injectables
US
MENA
Europe
Generics
Branded
Total

144

124

87

242

243

172

Net finance expense
2021

2020

Change

Constant
currency
change

Finance income

30

47

0%

4%

Finance expense

69

69

13%

17%

Net finance expense

39

22

0%

4%

Core finance income

1

9

13%

17%

Core finance expense

56

54

–

–

Core net finance expense

55

45

–

–

On a reported basis, net finance expense was $39 million (2020:
$22 million). This comprised $30 million finance income and
$69 million finance expense. Excluding exceptional items2, core net
finance expense was $55 million (2020: $45 million). This comprised
$1 million finance income and $56 million finance expense. The
increase compared with 2020 in part reflects a drop in interest
income over the course of 2021 due to a reduction in interest rates,
and a slight increase in expenses related to the refinancing of our
revolving credit facility.

The Group incurred a reported tax expense of $124 million (2020:
$128 million) and a reported effective tax rate of 22.8% (2020: 22.9%).
Excluding exceptional items, Group core tax expense was $129 million
(2020: $115 million). The core effective tax rate increased slightly to
22.3% (2020: 22.0%), primarily due to a change in the earnings mix.
We expect the Group core effective tax rate to be in the range of 22%
to 23% in 2022.

Profit attributable to shareholders
Profit attributable to shareholders was $421 million (2020:
$431 million). Core profit attributable to shareholders increased
by 11% to $450 million (2020: $408 million).

Earnings per share
2021

2020

Change

Constant
currency
change

Basic earnings per share
(cents)

182.3

182.6

0%

4%

Core basic earnings per share
(cents)

194.8

172.9

13%

17%

Diluted earnings per share
(cents)

180.7

181.1

0%

4%

Core diluted earnings
per share (cents)

193.1

171.4

13%

17%

Weighted average number
of Ordinary Shares for
the purposes of basic
earnings (‘m)

231

236

–

–

Weighted average number
of Ordinary Shares for
the purposes of diluted
earnings (‘m)

233

238

–

–

The increase in core earnings per share reflects the strong
performance of the Group and the value for shareholders created
by the Group’s buy back of 12.8 million ordinary shares in the first half
of 2020.

We expect core net finance expense to be around $55 million in 2022.

Net cash flow, working capital and net debt
The Group generated strong operating cash flow of $638 million
(2020: $464 million). This change primarily reflects the good
performance of the Group, combined with a focussed effort to
optimise inventories following COVID-19 related stocking in 2020.
The resultant decrease in inventory days drove an improvement in
working capital days, which decreased by 26 days to 238 days.
Capital expenditure was $145 million (2020: $172 million). In the US,
$56 million was spent upgrading equipment and adding new
technologies for our Generics and Injectables businesses, including
our new compounding facility in Dayton, New Jersey. In MENA, $66
million was spent on strengthening and expanding manufacturing
capabilities. In Europe, we spent $23 million on strengthening our
capabilities. We expect Group capital expenditure to be in the range
of $160 million to $180 million in 2022.
The Group’s total debt decreased to $846 million at 31 December
2021 (31 December 2020: $932 million). This decrease primarily
reflects our strong cash flow generation, which enabled a reduction in
short-term borrowing, while we maintained the repayment schedule
of long-term loans.
During the year, we upsized, amended and extended our revolving
credit facility (RCF), effective as of January 2022, allowing us the
flexibility to pursue strategic opportunities. The RCF remained
undrawn at year end.
The Group’s cash balance at 31 December 2021 was $426 million
(2020: $327 million).
The Group’s net debt (excluding co-development agreements and
contingent liabilities) was $420 million at 31 December 2021 (31
December 2020: $605 million). We continue to have a strong balance
sheet, with a net debt to core EBITDA ratio of 0.6x (31 December
2020: 0.9x).
On 24 February 2022, the Group announced a share buyback
programme of up to $300 million to be executed during 2022. This
takes into account the strength of our balance sheet and low leverage
ratio while maintaining the financial flexibility needed to invest in the
business and pursue inorganic growth opportunities.

Balance sheet
Net assets at 31 December 2021 were $2,467 million (31 December
2020: $2,148 million). Net current assets were $1,078 million
(31 December 2020: $894 million).

For Generics, we expect revenue to grow in the range of 8% to 10%
and for core operating margin to be in the range of 24% to 25%. This
reflects a good contribution from new and recent launches, which we
expect will more than offset an acceleration in price erosion. Our
guidance assumes a mid-year launch of sodium oxybate.
For Branded, we expect revenues in 2022 to be in line with 2021.
Excluding the impact from hyperinflation in 2021, we expect Branded
revenue to grow in the mid-single digits.
We expect Group core net finance expense to be around $55 million
and the core effective tax rate to be in the range of 22% to 23%.
We expect Group capital expenditure to be in the range $160 million
to $180 million.

Definitions
We use a number of non-IFRS measures to report and monitor the
performance of our business. Management uses these adjusted
numbers internally to measure our progress and for setting
performance targets. We also present these numbers, alongside our
reported results, to external audiences to help them understand the
underlying performance of our business. Our core numbers may be
calculated differently to other companies.
Adjusted measures are not substitutable for IFRS results and
should not be considered superior to results presented in accordance
with IFRS.

Core results
Reported results represent the Group’s overall performance.
However, these results can include one-off or non-cash items
which are excluded when assessing the underlying performance
of the Group. To provide a more complete picture of the Group’s
performance to external audiences, we provide, alongside our
reported results, core results, which are a non-IFRS measure. Our
core results exclude the exceptional items and other adjustments
set out in Note 6 of the Group consolidated financial statements.
Group operating profit

Core operating profit
Intangible assets write-down

2021
$million

2020
$million

632

566

(13)

–

Jordan warehouse fire incident

–

11

GxA inventory related provisions

–

(15)

MENA severance and restructuring costs

–

(3)

36

62

Net impairment reversal of product
related intangibles
Intangible assets amortisation other
than software
Reported operating profit

(73)
582

(42)
579

1 New products submitted, approved and launched by country in 2021
2 Exceptional items comprised $29 million non-cash finance income related to the remeasurement of contingent consideration related to the Generics business and $13 million non-cash
finance expense related to the unwinding and remeasurement of contingent consideration related to the Generics business
3 Exceptional items comprised a $60 million impairment reversal of product related intangibles, a $24 million impairment charge of product related intangibles, a $13 million intangible
assets write-down and $16 million net finance income due to the remeasurement of contingent consideration. Amortisation of intangible assets (other than software) was $73 million.
Refer to Note 6 of the Group consolidated financial statements for further information
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Business and financial review
continued

Constant currency

Group net debt

As the majority of our business is conducted in the US, we present
our results in US dollars. For both our Branded and Injectable
businesses, a proportion of their sales are denominated in a
currency other than the US dollar. In order to illustrate the underlying
performance of these businesses, we include information on our
results in constant currency.

We believe Group net debt is a useful measure of the strength of the
Group’s financing position. Group net debt is calculated as Group
total debt less Group total cash. Group total debt excludes codevelopment agreements and contingent liabilities.

Constant currency numbers in 2021 represent reported 2021 numbers
translated using 2020 exchange rates, excluding price increases in
the business resulting from the devaluation of the Sudanese pound
and excluding the impact from hyperinflation accounting.

Short-term financial debts

EBITDA

2021
$ million

2020
$ million

Reported operating profit

582

579

Depreciation, amortisation, assets writedown and impairment charges/reversals

145

91

Reported EBITDA

727

670

Exceptional items:
Jordan warehouse fire incident

–
–

12

MENA severance and restructuring costs

–

3

727

674

We believe Group working capital days provide a useful measure of
the Group’s working capital management and liquidity. Group working
capital days are calculated as Group receivable days plus Group
inventory days, less Group payable days. Group receivable days are
calculated as Group trade receivables x 365, divided by 12 months
Group revenue. Group inventory days are calculated as Group
inventory x 365, divided by 12 months Group cost of sales. Group
payable days are calculated as Group trade payables x 365, divided
by 12 months Group cost of sales.
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31 Dec 2020
$ million

(112)

(158)

(9)

(10)

(651)

(692)

Long-term leases liabilities

(74)

(72)

(846)

(932)

Cash, cash equivalents and
restricted cash
Net debt

426

327

(420)

(605)

ROIC
ROIC is calculated as core operating profit after interest and
tax divided by invested capital (calculated as total equity plus
net debt). This measures our efficiency in allocating capital to
profitable investments.
ROIC

Working capital days

31 Dec 2021
$ million

Long-term financial debts

(11)

Assets write off – inventory-related
provisions
Core EBITDA

Short-term leases liabilities

Total debt

EBITDA is earnings before interest, tax, depreciation, amortisation,
assets write-down and impairment charges/reversals.
EBITDA

Group net debt

Core operating profit

2021
$ million

2020
$ million

632

566

Total tax

(137)

(121)

Core operating profit before tax

495

445

Net debt

420

605

Equity

2,467

2,148

Invested capital

2,887

2,753

ROIC

17.1%

16.2%
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Sustainability

Businesses have a crucial role to play as stewards for future
generations. At Hikma, we strive to put better health within reach,
every day and make a difference to people’s lives. We have a duty to
act responsibly: for our people, patients, communities and the planet.
That is why we have identified four focus areas where we can drive
positive impact. We advance health and wellbeing; we empower our
people; we protect the environment; and we build trust through
quality in everything we do.
This Acting responsibly section in the Annual Report provides a glance
at some of our sustainability efforts. A more comprehensive overview
can be found in our Sustainability Report 2021 to be published in the
second quarter of 2022.

We have a duty of
care towards patients,
communities, our people
and the environment.
We are a responsible and
sustainable company,
and use our business to
promote positive change.
In this section
37

Acting responsibly

38

Advancing health and wellbeing

42

Empowering our people

44

Protecting the environment

48

Building trust through quality in everything we do

Acting responsibly at Hikma
Advancing heath and wellbeing

p38

Providing better healthcare and supporting
our communities
– Access to medicines
– Corporate social responsibility
• Providing better health
• Supporting education
• Helping people in need
Empowering our people

p42

Shaping an inclusive culture where everyone can thrive
– Recruitment, retention and promotion
– Diversity, equity and inclusion
– Ensuring health and safety
Protecting the environment

p44

Minimising our impact on the planet
– Reduction of greenhouse gas emissions (GHG)
– Sustainable supply chain
– Water management
– Waste management
Building trust through quality in everything we do

p50

Upholding ethical standards and acting with integrity
– Ethics and compliance
– Product quality and safety
– Corporate governance

50 Aligning with the Task Force for Climate-related
Financial Disclosures (TCFD)
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Acting Responsibly
continued

Providing better healthcare
and supporting our
communities
Advancing health
and wellbeing

Access to medicines
We consider access to medicine to be one of our
highest sustainability priorities. As a generics
pharmaceutical company, we are in the business of
making medicines both affordable and accessible
across our geographies, which is consistent with our
purpose to put better health within reach, every day.

to support our partners including Direct Relief,
Dispensary of Hope, Americares, the Brother’s Brother
Foundation, the National Children’s Cancer Society,
Save the Children and others. During the year, we
donated $3.2 million of medicine (value based on cost
of goods). Our medicine donations in 2020 were higher
than 2021 due mainly to our response to the medical
emergency following the explosion in Beirut, Lebanon.

In Europe, we have three manufacturing sites, sell our
products in several countries and continue to expand.

As a generics
pharmaceutical
company, we are in
the business of
making medicines
both affordable and
accessible across
our geographies

Our broad portfolio of medicines, frequent new
product launches and focus on expanding our product
pipeline allow us to increase access to medicines in
each of the countries in which we operate.

Medicine donations
We have an active medicine donation programme,
through which we provide direct support to those
people and communities that need it most: including
low-income groups, displaced persons, children with
life-threatening illnesses, and patients without
sufficient medical coverage. During 2021, we continued

We work across three focus areas to address
socio-economic hardships and to provide relief
to those most in need.

Providing better health: We work to address
unmet healthcare needs by conducting community
outreach and providing in-kind medicine donations
to patients in need.

Medicine donations
(COGS)$m
4.1

Supporting education: We are committed to
providing our people and communities with
opportunities to realise their full potential through
continuous learning and development.

2019

2020

2021

Addressing medicine shortages

Hikma employee volunteering in 2021
More than:

4,700
volunteers

Nearly:

3.2

3.1

Across the MENA region, where we have a broad local
manufacturing presence and are the fourth largest
company in region according to sales, we develop,
produce and distribute important medicines, making
sure that underserved populations have access to the
medicines they need, when they need them.
In the US, where we are a top-10 generics company, we
are a proud member of the Association for Accessible
Medicines (AAM), an advocacy group that advances
access to generic medicines. Through this partnership,
along with our generic peer companies, we strive to get
safe, effective and less costly medicines into the hands
of patients across the US who need them.

Corporate social responsibility

Helping people in need: We believe in supporting
the communities we live and work in through local
non‑profit sponsorships and empowering our
employees to support our neighbours in need.

Hikma’s broad portfolio and flexible manufacturing
capabilities enable us to quickly respond to urgent
needs for important medicines, especially when critical
shortages exist. In the US, we work closely with the US
Food and Drug Administration (FDA) to anticipate and
address shortages of vital medicines. We have done
this consistently throughout the pandemic by altering
our manufacturing schedules to prioritise production
of medicines in short supply that hospitals need for
treating their most seriously ill COVID-19 patients.
Hikma has played a leading role in addressing US drug
shortages, launching more than 20 medicines into
shortage situations in recent years and receiving an
award from the FDA for our efforts.

8,300
hours of volunteering

Engaging communities across:

13
countries

We address
socio‑economic
hardships and
provide relief to
those most in
need across
our geographies

During the year, we donated

$3.2m

of medicine (value based on cost of goods).
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Acting Responsibly
continued

Providing better health

Supporting education

Global breast cancer
awareness campaign

Partnering with the United
Nations High Commissioner
for Refugees (UNHCR) to
strengthen access to higher
education for refugees

Our annual campaign engages
employees and raises awareness about
the value of early detection and
treatment. As part of our campaign, we
offer employees self-screening training,
educational lectures and facilitated
appointments with doctors. We also
extended our support to various
organisations, providing financial
donations and material support to
hospitals and charities in the US, Jordan,
Morocco, Sudan and Egypt.

In 2021, we partnered with the UNHCR to
support their DAFI (Albert Einstein German
Academic Refugee Initiative) scholarship
programme with the goal of providing higher
education scholarships and internship
opportunities for 40 refugees in Jordan, Egypt
and Algeria.
This programme supports the UNHCR objective
of increasing the proportion of young refugees
enrolled in higher education programmes from
3% to 15% by 2030.

More than

$85,000

donated to the US National Breast
Cancer Foundation and the King Hussein
Cancer Foundation in Jordan

Helping people in need
Strengthening food
security in our
communities

60

Held self screening training sessions for
60 women in Portugal

We continue to address food shortages
caused by overstretched support
systems and situations of poverty,
organising extensive meal donation
activities in several locations.

270

115,000

Meals donated across local banks and
pantry partners in the US.

5,000

Distributed food packages to more than
5,000 people in need in Algeria, Egypt,
Morocco, Saudi Arabia, Iraq, Lebanon,
Sudan and Tunisia.

Organised online and in-person public awareness
campaigns across MENA, with 270 attendees

135

Provided free mammogram screening for
135 women in Jordan, Egypt and Sudan

950

Meals donated to low-income families
by partnering with local Jordanian
charities Taalof Alkhair and Tkiyet
Um Ali.
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Acting Responsibly
continued

Shaping an inclusive culture
where everyone can thrive
Empowering
our people

Our people are at the heart of our culture of progress
and belonging. We have taken actions in several areas
to empower our people.

Recruitment, retention
and promotion
We support our employees through their journey at
Hikma by providing a conducive environment for them
to learn and grow. During the pandemic, we continued
to focus on learning and development, providing
hybrid (virtual and face-to-face) programmes. We
increased our focus on leadership development
through bespoke programmes that align with our
new cultural values.
We are taking a number of steps to ensure we recruit
the best talent, including partnering with various
universities and enhancing our recruitment criteria.
As part of these efforts, we are also seeking to recruit
more diverse talent. In 2021, we recruited 37% women
and 63% men. We will continue these efforts in 2022.

Our people are at
the heart of our
culture of progress
and belonging

Voluntary and involuntary turnover – 2021

Impact on employee learning and development: iLearn platform

Total:

13%
12%

Turnover (men)

3,821

6,000

13,000

47,000
Instructor led learning hours
delivered for 35% of our
employees

Video-based learning hours
completed

Reading hours completed

Active learners

14%

Turnover (women)

Diversity, equity and inclusion
In 2020, we established the Diversity, Equity and Inclusion (DEI) Committee, led
by three Executive Committee members, in order to ensure we continue to create
a culture where everyone feels they belong. In the US, we established our first
employee resource group: the Black Employees Advisory Board. Continuing on
the work done in 2020, in 2021, the DEI Committee developed guidelines to create
Employee Resource Groups (ERGs) and an additional ERG was created: the Hikma
Women’s Network. Both ERGs will assist with ensuring a more inclusive culture where
all employees can thrive.

Ensuring health and safety
Employee health and safety
In order to emphasise the importance of employee
health and safety, in 2021 we updated our Group
Environmental Health and Safety Policy Statement
and had it issued by our CEO. The statement reaffirms
our commitment to employee health and safety.

COVID-19
During 2021, Hikma continued to take measures to
protect our employees during the COVID-19 pandemic.
We monitored and adjusted our mitigation strategies
as new information and guidance became available.
We provided our employees with vaccination information
and encouraged them to get vaccinated when eligible.
We hosted vaccination clinics for employees and their
families at some of our larger facilities.
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Acting Responsibly
continued

Greenhouse gas emissions:
Scope 1 and 2

Minimising our impact
on the planet
Protecting the
environment

We have put in
place a target to
reduce our Scope 1
128,277
and 2 124,812
GHG
emissions by 25%
by 2030, using a
2020 baseline

2018

2019

We are improving the way we monitor our
environmental impacts, strengthening the
oversight and management of our energy
consumption, emissions, water and waste.
We also continue to pursue actions to
improve our energy efficiency and have
developed an emissions reduction target
for Scope 1 and 2 emissions.

GHG emissions breakdown by source (market-based)

During the 2021 reporting period, our measured Scope
1 and 2 emissions (market-based) were 116,779 tonnes
of carbon dioxide equivalent (tCO2e). This marks a
decrease between 2020 and 2021 of 19%, due largely
to our continued investment in renewable energy and
improved efficiencies. Using the location-based
method, our Scope 1 and 2 emissions reduced by 8%
between 2020 and 2021.

2021

2020

40,450

47,372

Scope 2 (market-based) – Electricity

76,328

97,527

Total Scope 1 and 2 emissions
(market‑based)

116,779

144,899

Scope 2 (location-based) – Electricity

90,031

94,949

Scope 1 – Combustion of fuel and
operation of facilities

116,799

2021

2021

1

60k

2020

UK

Rest of
the world

Total

UK

Rest of
the world

Total

116

177,856

177,972

129

223,634

223,763

–

201,641

201,641

871

217,644

218,514

Natural gas and transportation fuels (petrol and diesel). Reported fuel use in 2020 for the UK is an estimate that was developed based on
employee headcount. The 2021 disclosure is based on actual data for which there was no reported fuel consumption generated out of the UK.

Purchased electricity – standard (Scope 2)

Refrigerants (Scope 1)

Purchased electricity – renewable (Scope 2)

2021

2020

Scope 1 and 2 emissions
(market-based)/revenue

45.7

61.9

Energy Certificates (RECs). Those acquired Renewable
Energy Certificates were certified under Green-e
Renewable Energy Standard for Canada and the
United States v3.5 ensuring strong compliance with
standards, quality assurance and proper oversight.

Scope 1 and 2 emissions
(location-based)/revenue

51.1

60.8

Also, in Germany, Italy, Portugal and Sudan, we procure
a portion of our electricity from renewable sources.

1

Between 2020 and 2021, a decrease of

19%
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150k

LPG/Propane combustion (Scope 1)

Emissions intensity is calculated using Group-wide revenue ($m)
– Revenue 2020: 2,341
– Revenue 2021: 2,553

The energy consumption is measured by meter
readings provided by the managing agent and relates
to electricity used for heating, cooling and general
office power. The Group does not provide transport
within the UK other than via private hire vehicles for
which consumption data is not available. During the
year, the UK site was assessed by an independent
expert for the potential to improve energy efficiency,
and recommendations were provided for actions to be
undertaken in the future.

UK

Scope 1 and 2 emissions (market-based) total.

120k

Diesel and petrol combustion (including for vehicle-use)

Proportion of Group emissions derived
from the United Kingdom and offshore area

116,779 tCO2e

90k

Natural gas combustion (Scope 1)

The Group operates one location within the United
Kingdom, where we are listed, which is an office
building that is managed by a third party. During the
year, the UK site consumed 116,392 kWh (2020: 128,654
kWh) of energy, which is equivalent to 25 tCO2e.

Energy consumption (MWh)

Fuels1

30k

Our UK office

– Emissions from the consumption of electricity are reported in tCO2e.
However, since the International Energy Agency emission factors for
electricity currently account for carbon dioxide emissions only, part of
these emissions are in tCO2
– 2020 data has been revised due to improved data availability, quality
and accuracy

Scope 2

Electricity

0k

Emissions intensity: revenue ($m)1

144,899

Scope 1

2021

Our reporting of Scope 1 and 2 emissions has been
prepared in accordance with our regulatory obligation
to report greenhouse gas (GHG) emissions pursuant
to the Companies Act (Directors’ Report) and Limited
Liability Partnerships (Energy and Carbon Report)
Regulations 2018 which implement the government’s
policy on Streamlined Energy and Carbon Reporting.

GHG emissions (tCO2e)

2020

2020

0.02%

Measures to improve efficiency and reduce
our carbon footprint
We continue to improve the energy efficiency of our
operations. As part of our efforts to reduce our GHG
emissions from our sites in the USA, we supported the
generation of 35,000 MWh of clean energy generated
in the US in 2021 through the acquisition of Renewable

		

In Tunisia, we installed our first combined cooling, heat
and power (CCHP) system, helping to reduce costs
and emissions at our locations there. In other locations
such as Egypt and Morocco, we continued our roll-out
of more efficient light emitting diode (LED) fixtures. In
locations including Jordan and Tunisia, we installed
building management systems (BMS) which provide
economic and sustainability benefits.

In Tunisia, we
installed our first
combined cooling,
heat and power
(CCHP) system,
helping to reduce
costs and
emissions at our
locations there

Target
We have put in place a target to reduce our Scope 1
and 2 GHG emissions by 25% by 2030, using a 2020
baseline. The target was developed using the absolute
contraction approach and is in line with the Paris
Climate Agreement’s well-below 2°C scenario.

Our approach to achieve the target
We are committed to achieving our emissions
reduction target while continuing to deliver on our
strategy and grow the business.
We have taken significant steps in 2021 to reduce our
Scope 1 and 2 emissions. Our purchase of RECs in the
US provided substantial Scope 2 emissions reductions
for 2021. Our preferred approach for Scope 2 emissions
reductions is to contribute to the growth of the
renewable energy capacity of the grid. We will be
exploring such opportunities in 2022 and onwards.
In addition to our actions towards achieving our Scope
1 and 2 emissions target, we will focus in 2022 on
identifying opportunities to make a meaningful impact
on our Scope 3 emissions.
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Methodology for Scope 1 and 2
We quantify and report our organisational GHG
emissions in alignment with the World Resources
Institute’s Greenhouse Gas Protocol Corporate
Accounting and Reporting Standard and in alignment
with the Scope 2 Guidance. We consolidate our
organisational boundary according to the operational
control approach, which includes all our facilities. Due
to this boundary, joint ventures with less than 50%
holding are not included as we do not have operational
control. We have adopted a materiality threshold of 5%
for GHG reporting purposes.
In some cases, where data is missing, it has been
estimated using the following methodology: using data
from one year prior to the month to be estimated or
previous year as proxy, calculate an average daily
consumption over that period and applying that to the
number of days within the month to be estimated.

We conducted an
in-depth analysis of
our supply chain to
understand the size
of our Scope 3
footprint

GHG emissions: Scope 3
We conducted an in-depth analysis of our supply chain
to understand the size of our Scope 3 footprint and
performed a relevance assessment to identify the
most material and relevant categories with the support
of an external partner.
In line with Greenhouse Gas Protocol technical
guidance for calculating Scope 3 emissions, we use
a combination of a spend-based method and,
wherever possible, an average-data method leveraging
respectively Exiobase 3.4 and Ecoinvent 3.7.1
databases. Our methodology incorporates supplier
location, inflation and currency rates in order to
increase the accuracy of our reporting.

The GHG sources that constituted our operational
boundary for Scope 1 and 2 are:
Scope 1:
– Natural gas combustion
– Diesel combustion
– Petrol combustion
– LPG/Propane combustion
– Vehicle emissions
– Refrigerants
Scope 2:
– Purchased electricity – standard
– Purchased electricity – renewable

For most relevant categories, as reflected below, full
year 2021 Scope 3 emissions are estimated, at 837,227
tCO2e and have been externally verified.
Scope 3 emissions for these categories represent 88%
of all Hikma emissions to manufacture, promote and
distribute its products.
Other Scope 3 categories were either not significant
enough for reporting or not applicable.
Moving forward, we will be looking at engaging with our
supplier base to obtain supplier specific or product
level emissions data to improve our Scope 3 data
quality and identify opportunities to reduce our
carbon footprint.

GHG emissions, Scope 3 (tCO2e)
Scope 3 category

Category description

1

Purchase of goods and services

tCO 2 e

Verification level

742,987

Limited assurance

2

Capital goods

27,694

Limited assurance

3

Fuel- and energy-related activities
(FERA) (not included in Scope 1 or
Scope 2)

39,166

Reasonable assurance

4

Upstream transportation
and distribution

27,380

Limited assurance

Total

837,227

Verification of Scope 1 and 2 and
FERA emissions data

Limited assurance of specific
Scope 3 categories

Carbon Credentials Energy Services Ltd (Carbon
Intelligence) has been contracted by Hikma
Pharmaceuticals PLC for the independent third-party
verification of direct and indirect carbon dioxide
equivalent emissions (CO2e) as provided in the
2021 company Annual Report and accounts to
a reasonable level of assurance in relation to
ISO 14064-3 Greenhouse gases.

For external assurance of the remaining three Scope 3
categories (Purchase of goods and services, Capital
goods and Upstream transportation and distribution),
we worked with an external third party, Sievo Oy, to
assess our carbon footprint for these categories.
Sievo has contracted EY under a ‘limited assurance
engagement’, as defined by International Standards
on Assurance Engagements 3000 (ISAE 3000) to
report on the methodology and the emission factors
used behind ‘CO2 Analytics’ tool (the Tool) as of
21 January 2022 (all together the ‘Emission
Information’). The full assurance statement can
be found at www.hikma.com/sustainability.

Verified emissions by scope include:
Scope 1 emissions
– Combustion of gaseous fuels (natural gas, diesel,
petrol and LPG)
– Fugitive refrigerant gases
Scope 2 emissions
– Purchased electricity consumption (location and
market-based)
Scope 3 emissions
– Fuel- and energy-related activities (not included
in Scope 1 or Scope 2)
Carbon Intelligence concludes with reasonable
assurance, using the ISO 14064-3 standard, that
the GHG assertion is materially correct, is a fair
representation of the GHG emissions data and
information and is prepared in accordance with the
relevant criteria. The full verification statement can
be found here www.hikma.com/sustainability.

Water and waste management
We have programmes and practices in place to
manage water and waste and we comply with all
relevant laws and regulations in this regard.
The use of water is critical for the pharmaceutical
manufacturing process. In 2021, we conducted a water
screening exercise with external consultants to identify
water-related risks in the short, medium and long term.
The analysis included 20 manufacturing sites across 11
countries and, using various evaluation tools such as
the World Resources Institute Aqueduct and World
Wildlife Fund Water Risk Filter, assessed risks at each
location. The study also included a general climate
analysis, whereby we assessed how water-related risks
46
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might be affected by climate change in the medium
and long term. Through the analysis, we identified
which sites had the greatest exposure to water
scarcity. In 2022, we will work with relevant sites to
improve understanding of how water is withdrawn,
used and discharged from them and this knowledge
will help us identify water conservation opportunities.
We are also improving the way in which we monitor
and manage our waste, and are actively measuring
the amount of hazardous and non-hazardous waste
generated through our operations.
More information about water and waste management
will be included in our 2021 Sustainability Report.
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Upholding ethical
standards and acting
with integrity
Building trust
through quality in
everything we do

Hikma employees,
officers and
Directors are
trained on the Code
of Conduct as part
of their induction
and are provided
refresher training
on a periodic basis

Ethics and compliance
Hikma is committed to upholding the highest ethical
standards in the conduct of its global business
operations, which is grounded in our values of caring,
innovation, and collaboration.
Our values serve as the foundation for a strong
governance framework that is fundamental to our
long-term organisational success. Our Code of
Conduct sets out behaviours we expect from our
employees as we conduct our business, and provides
an overview of our legal, regulatory, and ethical
requirements. Our Code provides guidance to our
employees and partners on the ethics of Hikma’s
business activities through the identification
and discussion of various risks associated with
our business.
In addition to our Code, we have also developed
policies and procedures designed to help employees
and third parties put these behaviours into practice.
Hikma employees, officers and Directors are trained on
the Code of Conduct as part of their induction and are
provided refresher training on a periodic basis.
Through our global compliance programme we have
adopted internal controls and management processes
to ensure the responsible and ethical conduct of our
business. This includes compliance with all relevant

global and local laws, codes and regulations wherever
we operate. We believe in transparency and promote a
culture that encourages employees to raise any
concerns about potential violation of laws and
regulations, or any other behaviours or incidents that
do not comply with our Code of Conduct. In addition,
our speak up line provides both internal and external
stakeholders a resource to use to raise concerns about
suspected misconduct confidentially. All cases
received are reviewed by our Legal and Compliance
teams, and investigated, as appropriate, by Legal and
Compliance personnel. Substantiated violations of our
Code of Conduct, or other policies and procedures are
addressed through our disciplinary procedures.
Our Compliance, Responsibility and Ethics Committee
provides oversight of our global compliance
programme and the management of associated risks,
including bribery and corruption. We have a zero
tolerance policy for bribery and corruption at Hikma.
As a publicly listed company on the London Stock
Exchange (LSE), we are subject to the regulations of
the UK Listing Authority. We also comply with the UK
Bribery Act 2010 and the US Foreign Corrupt Practices
Act, as well as global anti-corruption standards and
local anti-bribery and corruption laws.
In 2021, we implemented RiskRate, an automated
third-party risk management system through which
all new third-party suppliers to the Group are entered
and monitored through the Group’s third-party risk
management programme. We also established a
stand-alone global Non-Retaliation Policy to reaffirm
Hikma’s commitment to open-door communication
and the protection of individuals who raise issues and
concerns in good faith.

Maintaining our membership of the
FTSE4Good Index
For the seventh consecutive year, we maintained our membership of the
FTSE4Good Index Series – an index of LSE-listed companies that demonstrate
strong Environmental, Social and Governance (ESG) practices as measured
against globally recognised standards.
The FTSE4Good evaluates companies’ effectiveness in addressing issues such as
human rights, anti-corruption, environmental performance, health and safety, and
community engagement. Their assessments are used by a wide variety of market
participants to develop responsible investment funds and other products. Our
ESG rating in 2021 was 3.2, placing us in the 69th percentile as compared to
industry peers that are listed in the index. Our aim is to continue improving our
management of ESG issues.

The Board of
Directors have
overarching
oversight of our
ESG strategy

Product quality and safety
Ensuring quality is inherent in every step we take in
developing and manufacturing our medicines. Each
of our pharmaceutical ingredients and finished doses
undergo multiple, thorough quality testing and
inspection.The Quality team is a global team tasked
with undertaking ongoing quality audits around the
world in our manufacturing sites.
The health and safety of our patients is at the heart of
what we do. We operate a rigorous pharmacovigilance
system to prevent patient harm and to promote the
safe and effective use of our products.
We have globally aligned processes to detect, evaluate
and communicate any change to the benefit-risk ratio
of our products and to implement timely corrective
and preventative actions.
We conduct our pharmacovigilance activities globally
across the whole lifespan of our products, complying
with all local regulations and safety reporting timelines.

Hikma is a founding member of the Partnering Against Corruption Initiative (PACI), a cross-industry
collaborative effort established through the World Economic Forum dedicated to promoting compliance
and eliminating corruption. We are also members of the Business 20 (B20) Anti-Corruption Working Group.
The B20 represents the business voice of the G20 group of governments and the Anti-Corruption Working
Group has a mandate to help companies improve their ethical conduct.
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placing us in the 69th percentile as
compared to other industry peer members.

 ounding member of the Partnering
F
Against Corruption Initiative (PACI)
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This year, our FTSE4Good Index
score was

Pharmacovigilance is monitored at the highest levels
of our business and is included in our Enterprise Risk
Management framework, which is overseen by the
Executive Committee and the Board on a regular basis.
To ensure our pharmacovigilance system is achieving
its objectives, we monitor our worldwide compliance
metrics every month. These are recorded in monthly
operational reports and reviewed in global and
regional pharmacovigilance meetings.

Corporate governance
In 2021, we conducted a Group-wide review of our
environmental, social and governance (ESG) strategy.
As part of this review, we re-examined which ESG
issues are of greatest importance to Hikma as well as
our key stakeholders. These issues will be described
in more detail in our 2021 Sustainability Report.
While certain elements of our ESG strategy are
governed by various board committees, our Board
of Directors have overarching oversight of our ESG
strategy including environmental aspects and TCFD
strategy and reporting.
Our Executive Vice President (EVP) of Business
Operations, who reports directly into our CEO, leads
our ESG reporting as well as our internal crossfunctional working group integrating TCFD into our
business. Our CSR strategy is governed by the
Compliance, Responsibility and Ethics Committee.
More information on our corporate governance and
our management of ESG issues can be found on
page 68.
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Aligning with the TCFD

Strategy

We are continuously aligning our internal
processes and public disclosures with the
Task Force for Climate-related Financial
Disclosures (TCFD).

Climate-related risks and opportunities
and their impact

In accordance with Listing Rule LR 9.8.6 (8) we are
including disclosures that are consistent with the
TCFD Recommendations, recognising that we will
continue to improve our implementation of the
recommendations, especially in the area of strategy
resilience and the improvement of metrics and
targets. This section summarises our progress as of
31 December 2021 against the four TCFD categories
which include:
Governance: our governance structure to provide
effective oversight over our climate-related risks
and opportunities
Strategy: our evaluation of the actual and potential
impacts of climate-related risks and opportunities on
our business, strategy, and financial planning over the
short, medium, and long term

With the assistance of third-party climate expertise,
Hikma undertook an identification and assessment
project to better understand the top climate-related
risks and opportunities that could be significant to
Hikma’s business. The following were selected for
further modelling of their financial impact based on
strategic importance to Hikma, correlation with other
projects and initiatives and granular data availability
for modelling.
Physical risks
– Impact of storms and flooding on our facilities
and operations
Transition risks
– Impact of carbon pricing on the raw materials costs
of some of our most energy intensive inputs such as
APIs and packaging
– Changes in investor preferences around ESG
impacting our market valuation

Metrics and targets: our progress on setting metrics
and targets to assess and manage our material
climate-related risks and opportunities

Opportunities
Our exposure to energy pricing changes was reviewed.
Alongside this energy modelling, we reviewed various
strategic opportunities to reduce our energy risk and
reduce our carbon impact by changing our energy mix,
setting an energy strategy, and reducing our overall
demand through efficiencies. We will continue to work
on our transition plan in 2022.

Governance

Methodology

Risk management: how we identify, assess, and
manage climate-related risks

Resilience of Hikma’s strategy
We used a mixture
of qualitative and
quantitative
modelling to
understand how
climate-related
risks and
opportunities may
change under
different climate
futures

From our financial impact modelling we were able to understand how certain areas of our business could be
impacted by climate change. The table below summarises the key insights from our financial impact modelling
conducted this year for the five risks and opportunities.

Carbon pricing impacts on our supply chain
We looked at projected carbon pricing in several
regions under different climate scenarios, and the
potential pass-on cost that could occur within our
supply chain inflating our costs. As APIs and
packaging materials are some of our most energy
and carbon intensive procured goods, it is these
materials that would likely be impacted the most
by the introduction of carbon prices and therefore
formed the basis of our modelling.
We have a sustainable procurement programme in
place to better understand the carbon impacts of the
goods and services we procure. As a key mitigation,
we intend to engage with our main materials suppliers
to understand their goals to reduce carbon, move to
renewable energy and increase energy efficiencies in
their production. Through supplier engagement, we
anticipate we can partly mitigate the impact of carbon
pricing pass-on in the future.

Investor preference change

Board level oversight
Our Board of Directors retains overarching oversight
of our TCFD strategy including our climate-related
risks and opportunities. We are planning to conduct
additional Board training in 2022.

Management level leadership
At the management level, we bring together the
expertise of many senior leaders from across our
organisation given the diverse nature of our climaterelated risks and opportunities. Our Executive Vice
President (EVP) of Business Operations, who reports
directly into our CEO, leads our internal crossfunctional working group integrating TCFD
recommendations into our business. As Chair of this
working group, she drives progress in understanding
Hikma’s climate-related risks and opportunities,
bringing together the relevant expertise and provides
updates directly to the Board as a whole. Our TCFD
working group meets on a regular basis with external
consultant support with the objective to progress our
understanding of Hikma’s climate-related risks and
opportunities and to take appropriate action.
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We used a mixture of qualitative and quantitative
modelling to understand how these risks and
opportunities may change under different climate
futures as well as three different time horizons. We
used the Bank of England’s reference climate scenarios
to understand the potential future physical differences
in climate driven by temperature changes, outlined in
the Representative Concentration Pathways (RCP).
Also, we have used the Shared Socioeconomic
Pathways (SSPs). Through this exercise we were able to
better understand the potential financial impacts of
the identified climate risks and opportunities, which
will be input into our strategic planning.

Investor preferences around ESG credentials are
changing. We modelled the potential impact on our
market valuation, from shifting investor allocations
away from assets which do not meet ESG requirements
and from decreasing ESG benchmark ratings.
Hikma is already engaging and communicating with
investors on ESG-related matters including climate.
By ensuring we continue to strengthen and
communicate our climate and sustainability ambitions
and performance, this risk is mitigated. See our Acting
responsibly section, page 37, for more information on
our performance this year.

Energy pricing changes and our energy strategy
While energy costs to our business make up only
approximately 1% of total costs, energy is highly
linked to our sustainability strategy and our continued
efforts to reduce our impact on the environment;
particularly through energy efficiency and moving to
renewable energy.

The results of our
financial impact
assessment
determine that
climate change is
not expected to
have a material
impact on the
Group’s viability in
the longer-term

We modelled multiple opportunities to understand
how we mitigate and enhance our energy strategy over
time, including different energy mixes in our different
regions and achievement of different energy efficiency
goals. This modelling work will provide input into our
energy transition plan.

Physical impacts on our facilities
Given our geographical spread across many regions
we have varying levels of exposure to physical risks of
climate change in our different locations.
The modelling of increasing risk of storms and flood
causing damage to our facilities, as well as disruption
to our operations, show that we have limited direct
exposure to these acute risks in a future 1.5°C and
well-below 2°C world. However, as the risk increases
under a business-as-usual scenario where global
warming exceeds 3°C there is some potential risk for
our facilities.
With the insights from our modelling and
understanding that these risks are not significant to
our sites at this stage, we will continue to engage with
our operational facilities teams in the highest risk
regions to ensure our business continuity and recovery
processes are fit for purpose. The insights of this
analysis were used in the stress testing for the
longer-term viability assessment (see page 63).

Summary findings
The results of our financial impact assessment show that climate change is not expected to have a material impact
on the Group’s viability in the longer term. The longer-term is considered to be a time period of three years. This is
in line with the timeframe used in the longer-term viability assessment (see page 63). We recognise that climaterelated risks will continue to develop over a significantly longer period and assess that Hikma will be able to adapt
its strategy and respond appropriately to any such risks that may threaten to have a material impact on the Group.
We will continue to use the insights outlined above over the coming year to strengthen our monitoring metrics and
understand where we need to improve our mitigation controls.
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Risk management

Metrics and targets

Process for identifying and assessing
climate-related risks

Metrics to assess climate-related risks
and opportunities

We identify and assess climate related risks using
a range of approaches. We conducted a risk
identification and assessment exercise as part of
the enterprise risk management process with all risk
owners across the business. The outcomes of this
review fed in to the TCFD Working Group’s assessment
of the most relevant climate-related risks for Hikma.
We engaged external experts to support the TCFD
Working Group to identify and assess climate-related
risks using climate science data and known pathways.
We use three timeframes to review and assess the
likelihood and impacts of our climate risks and
impacts. The first timeframe was for a period of
three years, aligned with the longer-term viability
assessment (see page 63). We also considered how
climate-related risks might impact the Group further
into the future.

We have taken steps to understand the financial
impacts of some of our material risks and
opportunities. The next steps are to improve the
metrics by which we monitor these risks and capture
opportunities, and the effectiveness of our controls.
We also continue to improve our environmental
metrics in relation to emissions, energy, water, and
waste management.

Process for managing climate-related risks
and integration of risk management
processes
Climate-related risks are identified, assessed, and
managed by teams across the organisation depending
on the nature of the risk. Our risk management
framework (see page 54-61) provides a structure for
significant risks to be escalated and integrated into
our enterprise risk management process. In 2021 we
also established the TCFD Working Group, a crossfunctional team to consolidate assessments on this
emerging risk area.

We will continue to
build on our
climate-related risk
identification and
modelling by
working with key
stakeholders

The Remuneration Committee determined the
CEO’s performance target for 2021 which ensures
that clear progress is being made with respect to
the development and execution of the Group’s
Environmental, Social and Governance strategy, which
includes the Group’s climate-related programmes. This
also includes the identification of climate-related risks
and opportunities and the management thereof.

Disclosures of Scope 1 and 2 targets
An overview of our emissions targets, our carbon
footprint and metrics on our energy consumption can
be found in the Protecting the environment section of
our Annual Report, see pages 44.

Examples of how climate-related risks are managed
and integrated into existing risk management
activities include:
– Longer term viability assessment: environment and
climate change related risks included in the scenario
modelling (see page 63)
– Crisis and continuity management programme:
site assessments of physical risks and controls
(see page 60)
Looking forward to the coming year, environment and
climate change will continue to be a focus area and will
continue to be part of the enterprise risk management
framework (see page 54-61). We will continue to build
on our risk identification and modelling by working with
key stakeholders across our business to understand
existing risk mitigation controls and processes in
place. Where we identify any control gaps or areas
of improvement, we will build clear action plans
and ownership to drive this forward to ensure our
long-term resilience.

52

Hikma Pharmaceuticals PLC Annual Report 2021

		

Hikma Pharmaceuticals PLC Annual Report 2021

53

STRATEGIC REPORT

Risk management

Risk management framework
Risk context
Our purpose is to put better health within reach, every
day for healthcare professionals and their patients.
We bring patients across the US, MENA and Europe
a broad range of generic, specialty and branded
pharmaceutical products.
The future is uncertain and it carries risk and
opportunity for our business. These risks and
opportunities may be related to our strategy and
delivery of our objectives, the activities and processes of
the organisation, the expectations of our stakeholders,
or our key relationships and dependencies.

In 2021, our risk assessments
informed our decision-making
on prioritisation and allocation
of resources across the Group

Find out more about the internal and external context
for risk management for the Group in the ‘CEO’s
strategic review’ (pages 6–9), ‘Our markets’ (pages
18–19) and ‘Our business model’ (pages 20–21).

Risk strategy
Effective management of risk and opportunity is
fundamental for the long-term success for the Group.
We operate an Enterprise Risk Management (ERM)
framework to ensure that we are comprehensive and
structured in our approach. The framework delivers
a thorough view of our risk exposure to inform
our decision-making and enable the alignment,
effectiveness and efficiency of our strategic, tactical,
operational and compliance processes. The approach
ensures we fulfil our obligations and provides assurance
that our activities are appropriately controlled.

Risk appetite

In this section

The Board determines the nature and extent of the
principal risks it is willing to take and communicates
this through the Group risk appetite. The risk appetite
outlines expected management strategies and details
limits and tolerances on risk exposure for each of the
principal risks. It forms the foundation of the ERM
framework and guides management decision-making
across the Group. The risk appetite is reviewed twice
a year at Board-level and is monitored by management
on an ongoing basis.
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Longer-term viability

The Audit Committee reviews the material risks
facing the Group, considering different sources of
assurance, including executive management, internal
audit and external audit. The Chair of the Audit
Committee is a standing member of the Compliance,
Responsibility and Ethics Committee (CREC) ensuring
connection between the Board committees with risk
oversight responsibilities1.

Effective
management of risk
and opportunity is
fundamental for the
long-term success
for the Group

Internal audit provides independent assurance of the
Group’s internal control environment. For more details
on our internal audit approach see page 83.
The ERM office enables and drives the implementation
of effective risk management practices through the
organisation, guides global risk owners in assessing
and reporting their risks, coordinates emerging risk
assessments, and establishes partnerships across
the organisation to promote and develop a responsible
risk culture.
Compliance and control functions with professional
expertise in managing risk in specialist areas are in
place across the organisation.
The CEO and Executive Committee have direct
ownership of risk management for the Group. Risk
management accountability is fully embedded within
their executive responsibilities and includes
assessments of strategic, tactical, operational and
compliance related opportunities and risks.
As part of the risk governance framework, senior
executives are assigned responsibility for specific
principal risks. These global risk owners coordinate
risk management activities across the organisation
with support from management teams to ensure risk
exposure is managed appropriately and in line with
the risk appetite.

Complementary management structures provide assurance over our risk management and internal control through standards, accountability,
oversight, independent and external assessments.

Compliance
and control
Corporate Compliance

Operational activity

Management reviews

Independent
assurance

Board
oversight

Executive Committee

Internal audit

Board of Directors

Global risk owners

External consultants

Audit Committee

External consultants

External audit

CREC

Financial Compliance
Other compliance
teams

		

Executive
accountability

Quality Compliance
Group Risk Office
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The Board has ultimate responsibility for the Group’s
approach to risk management and internal control. On
behalf of the Board, the Audit Committee oversees risk
management for the Group as part of its
responsibilities for internal control.

Risk management occurs across the organisation

Front-line
management

54

Risk governance

Hikma Pharmaceuticals PLC Annual Report 2021

55

STRATEGIC REPORT

Risk management
continued

Risk management activities

a longer term that may have significant impact on our
ability to achieve our objectives.

Risk management activities occur at all levels of the
organisation. The risk governance framework provides
structure for these activities to ensure consistency
of approach, alignment to the risk appetite and
monitoring of our risk exposure across the organisation.

Risk management
activities in 2021

The ERM office coordinates regular risk assessments
to review management of risks we already know about,
and to identify, analyse and evaluate new and
emerging risks.

Reviewed the risk
management framework,
risk appetite, and
principal risks

These assessments are consolidated through the ERM
office and reported to the Executive Committee by
the global risk owners. Summarised reports and key
outcomes are reviewed by the Audit Committee and
Board. In addition to the core reporting processes
described, a range of key risk management activities
occurred during the year.

Monitored enterprise-wide
key risk indicators aligned to
risk appetite to assess risk
exposure

Risk management in practice
Recognising risk as the effect of uncertainty on
objectives, our ability to manage risk enables delivery
of our objectives. To ensure our assessments and
management of risk are action-oriented we categorise
our risks considering not just significance of risk
exposure, but also the opportunity for management
action, described in the ‘Risk response decisionmaking’ section below.

Developed long-term
climate related risk scenario
models

Enhanced business
continuity management for
all manufacturing facilities

Examples of our risk management in practice are seen
in the ‘Hikma Egypt CCM engagement’ and ‘Hikma
Morocco risk assessment’ case studies on the next page.

Refined scenario modelling
approach for significant risk
events based on principal
and emerging risks

Emerging risks
Emerging risks are those that are newly identified and
have the potential to become significant risks for the
Group, those that may already be well known but that
are rapidly changing, or those that are developing over

Risk management
activities occur at
all levels of the
organisation

Emerging risks are often driven by forces outside our
control. Although emerging risks may be mitigated by
existing control frameworks, they need to be assessed
to determine if any aspects fall outside current
processes or if the controls in place may become
inadequate as the risk develops.
Our approach involves establishing cross-functional
teams to assess the risks and opportunities
recognising these may develop over an extended
timeframe. The risk assessment methods deployed
vary and may involve engaging with external experts,
scenario modelling, engagement with existing risk
mitigation programmes, and development of risk
mitigation and control strategies that will be
sustainable over the longer term.

Priorities for 2022
In addition to core activities, in 2022 we will further
embed our crisis and continuity management
processes to strengthen our organisational resilience,
with a focus on reviewing and integrating our IT
Continuity and Disaster Recovery capabilities.
We will continue to develop partnerships between
compliance and control functions to bring greater
assurance for the Group.
We will further develop our emerging risk assessment
processes, including a focus on emerging climaterelated risks alongside our alignment with the
recommendations from the Task Force on Climaterelated Financial Disclosures (see pages 50–52 for
more details).

Case study: Hikma Egypt CCM engagement
Our Crisis and Continuity Management (CCM)
Programme is designed to develop and embed
capabilities across all parts of Hikma for key CCM
disciplines: Crisis Management, Business Continuity
(including IT Continuity and Disaster Recovery), and
Emergency Response.
Country and site engagements coordinated by the
CCM Programme provide local management teams
with a structured approach to focus on this risk
management activity with access to internal and
external subject matter expertise, and the opportunity
to share good practice across the Group.

In line with good practice, we will conduct an
independent external assessment of our risk
management programme to provide assurance to
management and the Board.

Risk response decision-making

Risks assessed as having lower risk exposure are
either ‘Improve’ if there are reasonable actions that
management can take, or ‘Continue to operate’ if
no additional actions are considered necessary.

The culmination of the engagement were CCM
workshops and exercises that provided training
for local management in handling various types
of disruption.

Aligned to the Group-level enterprise risk
management process, cross-functional countrylevel risk assessments are conducted periodically.

Closely monitor

Priority focus

The ERM Office partners with Compliance to
coordinate these engagements and provide
support to local leadership teams in identifying,
analysing and evaluating risks, and to connect
with regional and Group functions for support
and expertise.

Risk exposure

Risks with higher risk exposure but without
reasonable opportunity for further management
action are ‘Closely monitor’ risks.

After initial kick off with the General Manager and
senior leadership team members, local and
programme subject matter experts for each of the
CCM disciplines reviewed existing arrangements,
assessed changes in the organisation and business
priorities, and updated processes and procedures.
All locations, business activities, departments and
key dependencies were considered.

Case study: Hikma Morocco
risk assessment

In our risk assessments we analyse our current risk
exposure (given the controls we already have in
place) and the opportunity for further management
action to mitigate the risk.
Risks with higher risk exposure and opportunity
for further management action are categorised as
‘Priority focus’.

The CCM engagement with Hikma Egypt was one of
many such projects completed in 2021 and followed
a tried and tested project plan.

Continue to operate

The engagement with Hikma Morocco was
one of many projects completed in 2021. The
project was delivered with a hybrid on-site and
remote support.

Improve

Through local functional risk workshops and
senior management reviews the understanding
of the risks facing Hikma Morocco was enhanced
and risk response decisions taken for ‘Priority
focus’ and ‘Improve’ risks.

This approach helps guide our decision-making for
risk response, prioritisation, and allocation of
resources across the Group.
Opportunity for further management action
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Risk management
continued

Principal risks and uncertainties
The Group faces risks from a range of sources that could have a material impact on our financial commitments and ability to trade in the future.
The Board has performed a robust assessment of the principal risks for the Group considering our risk context and input from executive
management. Through this assessment, the Board has determined that the principal risks facing the Group have not materially changed over
the year and that there are no new principal risks to be added. The set of principal risks should not be considered as an exhaustive list of all the
risks the Group faces. Certain risk factors are outside the control of management.
The Board recognises that the principal risks are dynamic and that management of these risks must be continuous as the risk environment
changes. The Board is satisfied that the principal risks are being managed appropriately and consistently with the target risk appetite.
Effectively managing these risks is directly linked to the performance of our strategic KPIs (see pages 22–23) and the delivery of the strategic
priorities outlined on pages 6–9. Our principal risks are set out below with examples of management actions that help to control the risk; the
actions described do not include all actions taken by management.

Reputation
Risk description

Management actions

Building and maintaining trusted and
successful partnerships with our
stakeholders relies on developing
and sustaining our reputation as one
of our most valuable assets.

–
–
–
–
–
–
–
–

Internal and external monitoring and management of issues that may impact reputation
External communications initiatives
Investor and analyst engagement activities
Established working group to integrate environment and climate-related matters into the business
Conducted financial impact analysis of climate-related risks and opportunities (see page 51)
Developed comprehensive Acting Responsibly framework (see pages 37–49)
Established and developed strategic industry and community partnerships
Deployed internal communication programmes to support employee engagement

Industry dynamics
Risk description

Management actions

The commercial viability of the
industry and business model we
operate may change significantly
as a result of political action,
economic factors, societal
pressures, regulatory interventions
or changes to participants in the
value chain of the industry.

– Growth and expansion in existing markets and by entering new geographic areas eg Canada and France
– Capital investment in the countries in which we operate to ensure continued market access eg sterile
injectable 503B compounding business in the US, Algeria oral oncology
– Development of capacity and diversification of capability through differentiated technology
– Collaboration with external partners for development and in-licensing partnerships
– Continuous alignment of commercial and R&D organisations to identify market opportunities and meet
demand through internal portfolio
– Active product life cycle and pricing management
– Leveraging the quality, reliability and flexibility of our manufacturing facilities for partnerships
(such as contract manufacturing)
– Working with a broad range of customers and expanding our relationships to cover new customers
and purchasing models

Ethics and compliance
Risk description

Management actions

Maintaining a culture underpinned
by ethical decision making, with
appropriate internal controls to ensure
staff and third parties comply with
our Code of Conduct, associated
policies and procedures, as well
as all applicable legislation.

– Updated Code of Conduct and various Corporate Compliance policies, including Conflict of interest,
Speak Up, Third party due diligence, and Non-retaliation
– Strengthened Compliance leadership team, including US Compliance Officer role
– Active participation in international anti-corruption initiatives, including the Partnering Against
Corruption Initiative (PACI) and the Business 20 Anti-Corruption Working Group (see page 48)

Information and cyber security, technology and infrastructure
Product pipeline
Risk description

Management actions

Selecting, developing and
registering new products that meet
market needs and are aligned with
Hikma’s strategy to provide a
continuous source of future growth.

– Invested in R&D with development of existing facilities, including a new R&D site for complex injectables in
Warren, New Jersey
– Developed R&D expertise to develop complex generic products
– Established dedicated in-house laboratory and developed external partnerships to mitigate extractables and
leachables for container closure systems risk profile in line with developing regulatory requirements
– Bolstered pipeline through business development deals and established strategic partnerships to introduce
new technologies in our regions
– Recruited new talent (eg Head of Development in MENA) and developed internal capabilities (eg clinical
expertise, injectable formulation)

Risk description

Management actions

Ensuring the integrity, confidentiality,
availability and resilience of data,
securing information stored and/or
processed internally or externally
from cyber and non-cyber threats,
maintaining and developing technology
systems that enable business processes,
and ensuring infrastructure supports the
organisation effectively.

– Strengthened IT leadership team and rolled out new operating model
– Continual assessment and enhancement of cyber controls to support business strategy and
changing threat landscape
– Initiated a strategic IT continuity and disaster recovery programme to validate resilience
– Developed management of Segregation of Duty structure for Financial systems in line with
business requirements
– Launched implementation of enhanced Global QMS to mitigate legacy application risk

Legal, regulatory and intellectual property
Organisational development
Risk description

Management actions

Developing, maintaining and
adapting organisational structures,
management processes and
controls, and talent pipeline
to enable effective delivery
by the business in the face of
rapid and constant internal and
external change.

– Advanced our Diversity, Equity and Inclusion programme with global and local initiatives
– Launched global leadership development programmes to support our growth and the evolution of our culture
– Strengthened teams with key talent appointed to fill strategic regional and global positions, including
development of change management capability
– Advanced our succession management process to improve our resilience in key positions
– Globalised our talent acquisition process
– Continued to create flexible working environments in response to COVID-19 challenges to support our
employees and their families
– Continued to drive standardisation of HR processes through Group-wide human capital management system
– Continued to deploy enhanced learning materials to support employees through the organisation-wide
learning management system
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Risk description

Management actions

Complying with laws and regulations,
and their application. Managing
litigation, governmental
investigations, sanctions,
contractual terms and conditions
and adapting to their changes while
preserving shareholder value,
business integrity and reputation.

– Continuous assessment of developments in legal and regulatory frameworks and impact on the organisation
– Continued to manage complex litigation activity related to the manufacture, sale and distribution of
opioid products
– Developed and updated policies and procedures in response to changes in the risks facing the Group,
including the protection and security of personal data, the registration and maintenance of IP assets, and
compliance with economic sanctions, export controls and trade restrictions
– Provided oversight on pricing committees assessing price increase to ensure thorough assessment
of business needs
– Implemented controls and procedures to address risk of IP litigation in jurisdictions where Hikma markets
its products
– Internal communication and training to raise awareness, ensure understanding and build a compliance culture
across the organisation
– Ongoing assessment and monitoring of general litigation activity in the US pharmaceutical environment
– Engaged external counsel for independent specialist advice
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Risk management
continued

Principal risks and uncertainties continued
Inorganic growth
Risk description

Management actions

Identifying, accurately pricing and
realising expected benefits from
acquisitions or divestments,
licensing, or other business
development activities.

–
–
–
–

Maintained a healthy pipeline of opportunities to achieve Hikma growth strategy
Entered the US biosimilar market via licensing deals with Gedeon Richter and Bio-Thera
Aligned business development practices across the businesses
Extensive due diligence of each acquisition in partnership with external support in order to strategically
identify, value, and execute transactions
– Extensive Board engagement to review major acquisitions proposed by the Executive Committee to ensure
strategic alignment
– Post-acquisition performance (financial and non-financial) monitored closely to ensure integration and
delivery on business plan
– Post-transaction reviews highlight opportunities to improve effectiveness of processes

Active pharmaceutical ingredient (API) and third-party risk management
Risk description

Management actions

Maintaining availability of supply,
quality and competitiveness of API
purchases and ensuring proper
understanding and control of
third-party risks.

– Maintained rigorous selection and qualification process for new API suppliers
– Strong focus on building long-term supply contracts and strategic partnerships
– Continued to secure API supply continuity for high-value products through qualification of alternate suppliers,
stocking strategies and supply chain modelling
– Strengthened alignment with R&D and commercial teams to support scale up of API requirements for
product launches
– Increased sourcing capabilities and presence in key API markets to secure access to capacity and innovation
– Third party due diligence process for onboarding and continuous monitoring of third-parties fully automated

Product quality and safety
Risk description

Management actions

Maintaining compliance with current
Good Practices for Manufacturing
(cGMP), Laboratory (cGLP),
Compounding (cGCP), Distribution
(cGDP) and Pharmacovigilance
(cGVP) by staff, and ensuring
compliance is maintained by
all relevant third parties involved
in these processes.

– Hikma Quality Council provides oversight and shares best practice across the Group
– Quality and safety culture driven throughout the organisation by global initiatives and regularly reinforced
by communication from senior executives
– Facilities maintained as inspection-ready for assessment by relevant regulators
– Continuously improved documented procedures and conducted regular staff training
– Oversaw cGMP compliance of third parties supplying APIs, raw materials, packaging components and
other services
– Maintained environment and health certifications and drove continuous improvements
– Continuous monitoring of the safety of products to detect any change to risk-benefit
– Global pharmacovigilance programme in place supported by globalised systems
– Strengthened teams to respond to changing PV requirements, particularly in MENA
– Upgraded global product portfolio system to improve access to accurate and timely product information

Financial control and reporting
Risk description

Management actions

Effectively managing income,
expenditure, assets and liabilities,
liquidity, exchange rates, tax
uncertainty, debtor and
associated activities, and in
reporting accurately, in a timely
manner and in compliance with
statutory requirements and
accounting standards.

– Strengthened leadership team with key appointments, including US CFO, MENA Finance Director, and Head
of Financial Compliance
– Initiated source to pay transformation project to digitise source to contract and procure to pay processes
– Mitigated segregation of duty risks with roll out of access control module and standardised authority matrix
– Introduced data mining methods to enhance financial compliance monitoring activities
– Automated additional finance processes, including Order to cash, Making Tax Digital

Crisis response and business continuity
Risk description

Management actions

Preparedness, response, continuity
and recovery from disruptive events,
such as natural catastrophe,
economic turmoil, operational
issues, pandemic, political crisis,
and regulatory intervention.

– Responded to disruptive events with values-led decision-making and prioritising the protection of the health
and safety of our employees and patients
– Embedded our crisis and continuity management (CCM) programme
– Standardised business impact analysis and updated business continuity plans for all manufacturing sites
– Aligned IT Continuity and Disaster Recovery and CCM programmes
– Continued crisis management training to employees across the organisation to develop our resilience capability
– Established a CCM community of practice to develop expertise across the Hikma network
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Risk management
continued

Going concern and longer-term
viability
In accordance with the UK Corporate Governance
Code provisions 4.28–31 and other regulatory
disclosure requirements, Going concern and longerterm viability assessments are provided.
Assessment of position and prospects
The Group’s current and forecast financial positions
are used to assess the going concern position and
longer-term viability.
The position and prospects of the Group are assessed
at Executive Committee meetings and at the end of
the financial year. The assessments consider strategic
and operational updates, principal and emerging risks,
financial reporting and forecasting from the Chief
Financial Officer, and through the development of a
business plan. The business plan takes into account
our current position, specific risks and uncertainties
facing the business and known changes to our
organisation and business model.
The Executive Committee assesses the future
strategic positioning of Hikma as a company in
the context of the changing macroeconomic and
healthcare environment. Aspects of this analysis
are shown in ‘Global context’ and ‘Key trends’
(see pages 18–19).
These various assessments are presented to the
Audit Committee and Board of Directors for
independent scrutiny of management’s assumptions
and modelling approach. The Board also receives
regular updates on operational, strategic and financial
matters from executives.
Financial position
The going concern and longer-term viability
assessments are based on the financial position
(as at 31 December 2021):
– net cash flow from operating activities was
$638 million
– overall net debt was $420 million (0.6 times
core EBITDA)
– available borrowing capacity is $1,086 million of
committed undrawn long-term (see Note 28 of the
Group consolidated financial statements on page
160). These facilities are well-diversified across the
subsidiaries of the Group and are with a number of
financial institutions

Financial covenants are suspended while the Group
retains its investment grade status from two rating
agencies1. Nevertheless, the covenants are monitored
and the Group was in compliance on 31 December
2021 and expects to remain in compliance with those
covenants for the year ending in December 2022 even
in the severe but plausible downside scenarios. As of
31 December 2021 the Group’s investment grade rating
was affirmed by S&P and Fitch.
Future prospects
The Group’s base case forecasts take into account
reasonable possible changes in trading performance,
including those that may arise related to the COVID-19
pandemic, facility renewal sensitivities, and maturities
of long-term debt.
Assumptions
Financial modelling for the business plan and the
going concern and viability assessments is subject
to assumptions related to:
–
–
–
–
–
–

launch and commercialisation of new products
market share and product demand rates
maintenance of certain product prices
political and social stability
ability to refinance existing debt on similar terms
ability to increase operational efficiency and reduce
central costs
– effective tax rate being within the current
guidance range

Going concern
For the purposes of assessing the going concern
position the base case and a forecast including severe
but plausible downside risks were analysed over
the 18-month period from the date of signing the
financial statements.
The analysis shows that Hikma is well-placed to
manage its business and financial risks successfully
despite current uncertainties and confirms that the
going concern basis should be used in preparing the
financial statements.

Longer-term viability
Viability period
The longer-term viability of the Group is assessed for a
period longer than for the going concern analysis. The
longer-term viability assessment was conducted for a
period of three years, ending on 31 December 2024.
This is the timeframe for acquisitions and business
development opportunities to become integrated into
our business, and for pipeline products to contribute
as marketed products. Our forecasts are more
accurate in the near term than in the long term and this
limitation also applies to our viability assessments.
Stress testing, modelling and sensitivity analysis
Management developed severe but plausible
multi-event risk scenarios that could impact the
business adversely.
The Group’s strategic objectives, principal risks (PR),
assessments of longer-term emerging risks (ER),
management input, real-world examples and the
financial modelling assumptions listed above
were used to design the scenarios. Realistic but
extremely severe adjustments were further applied
for sensitivity analysis.
The following hypothetical severe but plausible
multi-event risk scenarios were assessed.
Longer-term viability scenarios
– Scenario 1: Industry dynamics (PR): Significant
adverse changes to the pricing environment
including price erosion over and above business plan
assumptions were considered in addition to currency
devaluation effects for various MENA markets
– Scenario 2: Product pipeline (PR): Significant
and extensive delays to strategic product launches
were assessed, in particular for complex and
specialty products
– Scenario 3: Ethics and compliance (PR): The
implications of a systemic failure of the corporate
compliance programme leading to a regulator
investigation were explored, including reputational
impact, fines and legal fees, loss of sales, remediation
expenses, and additional compliance costs
– Scenario 4: Product quality and safety (PR):
A prolonged regulator-imposed restriction of a
major US FDA-inspected manufacturing plant was
modelled factoring in loss of sales, remediation
expenses, as well as reduction to operating costs
– Scenario 5: Crisis response and business continuity
(PR): Escalation and development of situations of
political and social instability in MENA markets were
assessed with loss of sales recognised
– Scenario 6: API and third-party risk management
(PR): Significant disruptions to our raw and
packaging materials supply chain were modelled,
as well as increased import tariffs and global
inflationary pressures

Our assessments
show that Hikma is
resilient to
downside risk
scenarios

– Scenario 7: Climate change (ER): Disruption through
extreme weather events was assessed with storms
and flooding events impacting certain facilities
resulting in property damage and business
interruption (see also our disclosures related to
climate change on pages 50–52)
– Scenario 8: Information and cyber security,
technology and infrastructure (PR): Cyber attacks
impacting endpoints and ERP systems were
modelled with potential loss of sales, general business
interruption, and response and remediation costs
Longer-term viability analysis
The consequences of each of these severe but
plausible multi-event risk scenarios were modelled
independently over the forecast period and the
impacts on EBITDA, ability to meet our debt
obligations, and cash flow were determined.
The assessment shows that although the scenarios
are severe they do not threaten the viability of
Hikma. Headroom was comfortably maintained
throughout the viability period for each of the
multi-event risk scenarios.
The assessment and analysis did not rely on
management actions that could be taken in the
circumstances to reduce the impact and
consequences of the risk events. Such actions, the
ongoing implementation of the ERM programme, and
investment in infrastructure and change initiatives are
anticipated to continue to enhance organisational
resilience and support longer-term viability.
The outcome of these various quantitative and
qualitative assessments leads management to believe
that Hikma is resilient to downside risk scenarios. This
is largely as a result of our financial position (in
particular our strong balance sheet and low levels of
debt) and is supported by the fact that our business is
well-diversified through geographic spread, product
diversity, and large customer and supplier base.
Further details are provided in the ‘CEO’s strategic
review’ (pages 6–9), ‘Our markets’ (pages 18–19),
and ‘Our business model’ (pages 20–21).

1. Fitch, Moody’s and S&P or any of their affiliates or successors.
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Compliance

Non-financial disclosures
The table below summarises our position on matters relevant to the Non-Financial Reporting Directive, in line with the requirements of Sections
414CA and 414CB of the Companies Act 2006. All references made are to publicly accessible information.
Summary

Further information and policies

Our business model

– Our diversified business model allows us to respond
to the many opportunities and risks we face, while
delivering value for our stakeholders

– Our business model, pages 20–21

Principal risks

– Our risk management framework is designed to ensure
we take a comprehensive view of risk. This includes
financial and non-financial risks that may impact our
business and stakeholders

– Risk management, pages 54–63

– We are committed to making our operations more energy
efficient and environmentally responsible
– We are improving the way we monitor our impacts,
pursuing projects that reduce our footprint
– We have put in place a target to reduce our Scope 1 and 2
GHG emissions by 25% by 2030, using a 2020 baseline
– We are aligning our internal processes and our
public disclosures are consistent with the Task
Force on Climate-related Financial Disclosures
(TCFD recommendations
– Board-level oversight of environmental sustainability
– Environmental matters are incorporated in our risk
management framework

– Protecting the environment, pages 44–47
– GHG emissions reduction target, page 45
– Climate-related risks and opportunities and their
impact, pages 50–52

– Our employees have always been at the heart
of everything we do. As the driving force behind
Hikma’s growth and success, our people are our
most valuable asset
– We are committed to investing in the development
of our workforce and in protecting their health and
safety. We have c.8,700 employees across the US,
MENA, Europe and ROW

–
–
–
–

– In all of our markets, we work to meet social needs locally
and improve lives. We have developed programmes in
key areas to address social challenges:

–
–
–
–
–

Environmental
matters

Employees

Social matters

• providing better health
• supporting education
• helping people in need

Stakeholder engagement: Employees, page 13
Empowering our people, pages 42–43
Code of Conduct1
Upholding ethical standards and acting with
integrity, pages 48–49
– Group Environmental, Health and Safety
Policy Statement1
– Principal risk: Organisational development,
page 58
Stakeholder engagement, pages 12–17
Advancing health and wellbeing, pages 38–41
Addressing drug shortages in the US1
Animal testing position1
Principal risk: Reputation, page 59

Summary

Further information and policies

Respect for
human rights

– We respect and uphold the principles of the Universal
Declaration of Human Rights both within Hikma and
across our value chain
– We object in the strongest possible terms to the use of
any of our products for the purpose of capital punishment

– Upholding ethical standards and acting with
integrity, pages 48–49
– Modern slavery act policy statement1
– Use of products in capital punishment1
– Principal risk: Reputation, page 59

Anti-bribery
and corruption

– Our Compliance, Responsibility and Ethics Committee
(CREC) leads our efforts to strengthen anti-bribery and
corruption (ABC) policies and manage associated risks
– As a publicly-listed company on the London Stock
Exchange (LSE), we abide by the regulations of the UK
Listing Authority. We operate in compliance with the UK
Bribery Act 2010, the Foreign Corrupt Practices Act
(FCPA) as well as local laws and regulations

– Upholding ethical standards and acting with
integrity, pages 48–49
– Code of Conduct1
– Principal risk: Ethics and compliance, page 59
– Compliance, Responsibility and Ethics
Committee report, pages 87–88

Non-financial KPIs

– We monitor the position, performance and impact of
Hikma across a wide range of financial and non-financial
KPIs. Non-financial KPIs are used to measure progress
towards our strategic priorities (pages 22–23), our
exposure to risks (pages 58-61), and are in place in other
areas throughout the organisation as part of Hikma’s
long-term sustainable growth strategy and our
commitment to helping people and improving the
communities in which we operate

–
–
–
–

Voluntary and involuntary turnover, page 42
GHG emissions reduction target, page 45
Minimising our impact on the planet, pages 44–47
Employees enablement and engagement,
page 23
– Audit Committee report, pages 83–86
– Compliance, Responsibility and Ethics
Committee report, pages 87–88

The Strategic report was approved by the Board of Directors and signed on its behalf by:

Sigurdur Olafsson
Chief Executive Officer
23 February 2022

– Where our activities relate to other social matters, we
seek to understand the perspective of all stakeholders,
determine our role and make clear our position based
on our values and purpose

1. Our public policies, codes and statements are available on www.hikma.com

64

Hikma Pharmaceuticals PLC Annual Report 2021

		

Hikma Pharmaceuticals PLC Annual Report 2021

65

