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Disclaimer

These materials shall not constitute an offer to sell or the solicitation of an offer to buy any interests
in any fund or account managed by Summers Value Partners LLC (“SVP”) or any of its affiliates.
Such an offer to sell or solicitation of an offer to buy will only be made pursuant to definitive
subscription documents between a fund and an investor.

The fees and expenses charged in connection with the investment may be higher than the fees and
expenses of other investment alternatives and may offset profits. No assurance can be given that the
investment objective will be achieved or that an investor will receive a return of all or part of his or
her investment. Investment results may vary substantially over any given time period.

Reference and comparisons are made to the performance of other indexes (together the
“Comparative Indexes”) for informational purposes only. SVP’s investment program does not mirror
any of the Comparative Indexes and the volatility of SVP’s investment strategy may be materially
different than that of the Comparative Indexes. The securities or other instruments included in the
Comparative Indexes are not necessarily included in SVP’s investment program and criteria for
inclusion in the Comparative Indexes are different than those for investment by SVP. The
performance of the Comparative Indexes was obtained from published sources believed to be
reliable, but which are not warranted as to accuracy or completeness. Unless noted otherwise, the
returns of the Comparative Indexes presented do not reflect fees or transaction costs, but those
returns do reflect net dividends, if any.
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Introduction

Headquarters: Lynbrook, NY
Year Incorporated: 1957
Ticker: BSTC 
CEO: Ron Law

Market Cap: $415 million
Cash at 1Q19: $88 million
Debt at 1Q19: $0 
Enterprise Value: $327 million

Price 56.50$  

2017 2018 2019e 2020e 2021e 2022e
Sales 27         33       38       44       52       61       
y/y growth 20% 15% 16% 18% 17%

EBIT 18         23       27       33       40       48       
margin % 64% 71% 71% 75% 77% 80%

EPS 1.55      2.73    3.14    3.82    4.63    5.60    
PE x 36x 21x 18x 15x 12x 10x

FCF 13         18       26       30       36       42       

Cash 65         82       105     136     172     215     

ROIC 140% 121% 138% 163% 186% 206%
ROE 17% 21% 19% 18% 18% 18%
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Introduction

2015 vs. 2019
The Stock is Materially Cheaper Today

2015 2019e
Price $56.50 $56.50
Shares Outstanding 7.27         7.31         
Market Cap 411$        413$        
YE Cash 37            105          
Enterprise Value 374$        309$        

Sales 23            38            
 Change % 67%

EBIT Margin % 63.5% 71.2%

EPS 1.32         3.14         
 Change % 138%

PE x 43x 18x
PE x (net of cash) 39x 13x

FCF 11            26            
 Change % 148%

FCF/EV 2.8% 8.5%
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Introduction

Indications: Dupuytren’s contracture (DC), Peyronie’s disease (PD)
Approved: 2010 and 2013
Marketed by: Endo Pharmaceuticals (ENDP)
WAC Price: $4,491
Biospecifics receives a 12.5% royalty on net sales
Composition of Matter Patent: July 2028

PD Prevalence Rate: 3-8% of men
PD Diagnosis Rate: 2-3%
PD Penetration: 14%
DC Prevalence Rate: 3-6% among Caucasians
DC Diagnosis Rate: 3%
DC Penetration: 25-30%
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Introduction

Pipeline in a Product (funded by Endo)
Cellulite BLA filing: 2H19e
BLA Approval expected: 2H20e
New Formulation = New Patents
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Thesis

Limited analyst coverage
• H.C. Wainwright & Co

Base business healthy and growing
• Organic revenue growth of mid-to-high teens in 2019e
• ROIC 100%+ and ROE ~20%
• Increasing free cash flow
• No capital required to fund growth

Strong balance sheet 
• 1Q19 cash = 21% of market cap

The Cellulite opportunity is under-valued
• Implied peak sales of only $11 million
• Cash-pay market argues for higher multiple

Biospecifics Investment Case
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Thesis

Thesis: Mis-Priced Optionality with Downside Protection 

Mis-Priced Optionality:
DCF Value of DC and PD = $49 per share

• 7.5% discount rate
• Zero terminal value beyond 2028

Market Implied Value for Cellulite = $55 million
At 5x sales, Implied Peak Sales = $11 million

Downside Protection:
Expected Cash at YE19 = 24% of market cap
Expected Cash at YE20 = 32% of market cap
$4 million buyback authorized

DCF Value of Current Indications = $49 (-15%)

2017 2018 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e
Sales 27         33       38       43       49       55       61       67       73       79       84       89       

y/y growth 20% 15% 14% 13% 12% 11% 10% 9% 8% 7% 6%

EBIT 18         23       28       32       37       42       47       52       58       63       67       72       
margin % 64% 71% 73% 74% 75% 76% 77% 78% 79% 80% 80% 80%

Other Income 2         2         3         4         4         5         5         6         6         7         
Net Income 11         20       23       27       31       36       40       45       49       54       58       62       

Discount Rate 8%
Time 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5

PV of NI ` 11       24       26       28       29       30       31       31       31       31       

Sum of CF 273       
Cash 88         
Equity Value 361       
S/O 7           

DCF Value 49        
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Cellulite Opportunity

Vanity is alive and well in the United States
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Cellulite Opportunity

Currently approved Cellulite therapies:

Xiaflex could be the first 
pharmacologic therapy approved 

for the treatment of cellulite.

Source: www.realself.com

Cellulite is present in 80-90% of post-pubertal women



SUMMERS VALUE PARTNERS LLC 11CONCENTRATED\HEALTHCARE\VALUESUMMERS VALUE PARTNERS LLC 11CONCENTRATED + HEALTHCARE + VALUE

Cellulite Opportunity

Price per Vial 1,000$                  
Vials per Treatment 3.0                        
Cost of Therapy 3,000$                  

Gross to Net 20.0%
Net Price to Endo 2,400$                  

2024e Sales 125,000,000$       
# of Patients 52,083                  

Price per Vial 1,000$                  
Vials per Treatment 3.0                        
Cost of Therapy 3,000$                  

Gross to Net 20.0%
Net Price to Endo 2,400.0$               

2024e Sales 250,000,000$       
# of Patients 104,167                

Base Case Model Assumptions

Blue Sky Case Model Assumptions

# of   Avg
Surgical Proce dure s Proce dure s Surge on Fe e
Breas t Augmentation 313,735                3,824$              
Lipos uction 258,558                3,518$              
Eyelid Surgery 206,529                3,156$              
Facelift 121,531                7,655$              
Tummy Tuck 130,081                6,253$              
Breas t Reduction 43,591                  5,680$              
Nos e Res haping 213,780                5,350$              

Minimally Invas ive  Proce dure s
Wrinkle Treatment Injections 7,437,378             397$                 
Chemical Peel 1,384,327             669$                 
Las er Hair Removal 1,077,490             285$                 
Microdermabras ion 709,413                131$                 

Total Marke t Value  in 2018 16,500,000,000$  

Source: American Society of P las tic Surgeons

2018

The Aesthetics market increased 4% to $16.5 billion in 2018
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Cellulite Opportunity

Physician Feedback

Our KOL believes that a product that produces a noticeable improvement in 
appearance of cellulite, and is economical and has a short recovery time would be 
“wildly popular”.  
- Mizuho Securities report August 14, 2018

When asked about Endo’s recently disclosed phase 3 results for cellulite, our 
panelists clearly illustrated that they believe the market is truly huge.
- Cowen collaborative insights report March 18, 2019

Cellulite is a massive problem – very common.  It looks like it works in severe 
cellulite.  
- Dr Jeffrey Dover, MD on a Jefferies conference call May 29, 2019

Only 40% of survey docs (10/25) were familiar enough with CCH to have an 
impression of the potential treatment.  Of those, half believe that CCH has 
significant potential for the treatment of cellulite, while the other half believes it 
has modest potential (these were the only possible responses).  
- Suntrust Robinson Humphrey Aesthetics Survey report June 11, 2019
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Risks

Ø Marketing Partner Risk – Endo is heavily leveraged at 5x EBITDA (with liabilities) and is vulnerable 
as a going concern.

Ø Approval Risk – FDA has discretion on BLA acceptance and approval. 

Ø Commercial Risk – Endo is not a traditional aesthetics company.  How durable are the clinical results?

Ø Patent (and Deal) Risk – The current marketing deal with Endo ends when the patent expires in 2028.

Key Risks
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Conclusion

Ø 15% downside if Cellulite is not approved (PT $49)

Ø 60% upside in base case if Cellulite sales reach $125 million in 
2024 (PT $90)

Ø 100%+ upside in blue sky case if Cellulite sales reach $250 
million in 2024 (PT $130)
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Upside-Downside Asymmetry

Buy share of Biospecifics for an asymmetric return profile



Contact

299 Milwaukee Street, Suite 321
Denver, CO 80206

Andrew Summers, CFA
Managing Partner

andy@summersvalue.com
Office: 303-801-3336
Mobile: 303-618-6420
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