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OVERVIEW

Certain matters in this presentation and conference call, including expectations and planning assumptions, including any comments about our expected 
2021 performance, and any estimates, projections, and statements relating to our business plans, objectives, acquisitions and transformation initiatives, 
constitute forward-looking statements and are based upon management’s expectations and beliefs concerning future events impacting the Company. 

These statements are subject to risks and uncertainties, including currency exchange risks, cost savings and reductions, raw material, energy, and other 
input costs, risks related to the ongoing COVID-19 pandemic, competition, market demand, economic conditions, S&IP separation execution and IT 
implementation, availability of drugs used in our Acute Pain products, other supply chain disruptions and legislative and regulatory actions. There can be 
no assurance that these future events will occur as anticipated or that the Company’s results will be as estimated. Forward-looking statements speak only 
as of the date they were made, and we undertake no obligation to publicly update them. For a more complete listing and description of other factors that 
could cause the Company’s future results to differ materially from those expressed in any forward-looking statements, see the Company’s most recent 
Annual Report on Form 10-K and Quarterly Reports on Form 10-Q. 

FORWARD-LOOKING INFORMATION

NON-GAAP FINANCIAL MEASURES

Management believes that non-GAAP financial measures enhance investors’ understanding and analysis of the company’s performance. As such, results 
and outlook have been adjusted to exclude certain items for relevant time periods as indicated in the non-GAAP reconciliations to the comparable GAAP 
financial measures included in this presentation and in today’s earnings release posted on our website (www.avanos.com/investors). 
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CONTINUING TO MEET THE NEEDS 
OF CUSTOMERS

• Inspired by team’s strong execution,  
commitment to succeed and resilient attitude

• Dedicated to getting patients back to things 
that matter

• Successfully responded to challenges of the 
pandemic:

− Keeping employees and their families safe

− Ensuring sufficient supply of our live-saving 
Respiratory Health products

− Maintaining our solid financial position
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• Priority to drive sales growth across franchises

• Chronic Care

− Increased production capacity for clinically-proven Closed 
Suction Catheters

− Launched CorTrack standard-of-care strategy, which helped  
contribute to double-digit growth

− Generated double-digit growth in NeoMed

• International business grew double-digits for the year

− Performance aided by pandemic-related demand

REMAINED FOCUSED ON LONG-TERM 
STRATEGY AND 2020 PRIORITIES
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STRENGTHENING LONG-TERM GROWTH 
POTENTIAL OF PAIN MANAGEMENT

• Implemented selling and marketing initiatives 

• Several medical journals published articles demonstrating 
the clinical benefits of COOLIEF, including its superiority to 
HA for the treatment of OA knee pain

• Achieved significant double-digit growth of ON-Q through 
Leiters

• Entered several partnerships with medical distribution and 
servicing organizations to expand sales force capabilities 
and customer connections

• Encouraged by the start of these partnerships
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ACHIEVED 2020 PRIORITIES

• Integration of recent acquisitions

− Completed the integration of each acquisition on schedule

− Generated synergies in back-half of 2020 that we will carry forward

• Rebuild cash position impacted by the pandemic

− Reduced costs, maintained disciplined capital spending and improved 
working capital

− Over the last three quarters generated positive cash from operations

• Executed well in a difficult environment

• Built quarter-over-quarter momentum
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WE STAND TOGETHER

• Need to better understand employees’ perspectives regarding 
systemic issues of racial and gender inequality

• Identifying what we’re doing right and where we’re coming up 
short

• Assembling a DE&I council to advance our initiatives

• An organization where everyone feels valued, appreciated and 
heard

• Right thing to do from a social and business standpoint
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FOURTH QUARTER PERFORMANCE

• Ended the year with a solid quarter

• Net sales totaled $185 million, 3% lower 

compared to prior year

• Earned $0.28 of adjusted diluted EPS

• Earnings positively impacted by disciplined 

cost control measures
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• Continued strong demand for Respiratory Health 
products

• Digestive Health performance aided by Corpak
and NeoMed

− Corpak and NeoMed delivered double-digit growth

− Overall growth for the quarter was limited, as we cycled 
against a strong prior year comparison

CONTINUED STRONG DEMAND ACROSS 
CHRONIC CARE FRANCHISE
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PAIN MANAGEMENT DELIVERED 
SEQUENTIAL SALES GROWTH

• Elective procedures remain suppressed

• Sales began to slow in December as COVID-related  
hospitalizations spiked in some regions

• This dynamic has continued into the start of the year

• Expect sequential improvement as the year unfolds

• Procedural volume expected to remain below its full 
potential throughout most of the year
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BUILDING ON SOLID FOUNDATION TO 
ACCELERATE GROWTH IN PAIN MANAGMENT

• CMS announced its rule for enhanced reimbursement for RF 
knee procedures performed in an ASC setting

• A positive development for our Interventional Pain franchise

• Educating public and private payors on the clinical benefits and 
economic advantages of COOLIEF

• Clinical studies have demonstrated up to 24 months of pain 
relief and functional improvements for subjects suffering from 
knee osteoarthritis

• Operational efficiencies will drive improved sales that will return 
business to growth
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CREATING VALUE: STRENGHTENING SALES 
GROWTH PROFILE

• Leveraging market-leading Respiratory Health and Digestive 
Health portfolios

• Executing strategy to establish CorTrak as the standard-of-care 

• Increasing the adoption of NeoMed to further address neonatal 
enteral feeding needs

• Building clinical evidence to further improve reimbursement for 
COOLIEF

• Leveraging selling relationships to raise therapy adoption and 
drive sales for ON-Q
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• Gross margin improvement

− Shift to higher margin Pain Management products, as demand for 
Respiratory Health products partially subsides

− Drive cost savings and efficiencies at manufacturing locations

• Operating margin expansion

− Drive savings in final year of cost savings program implemented 
after S&IP divestiture

− Make permanent a portion of the savings identified in response to 
the pandemic

CREATING VALUE: EXPANDING GROSS AND 
OPERATING MARGINS
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CREATING VALUE: EXPANDING GROSS AND 
OPERATING MARGINS

• Implemented 2020 restructuring program

− Streamlined senior leadership and other corporate and franchise 
functions

− Addressed work space requirements for a post-COVID environment

• Realizing synergies from recent acquisitions

• Looking at all processes through lens of value creation

• Goal of enhancing efficiencies by embedding this approach 
into our culture
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CREATING VALUE: GENERATING 
CONSISTENT REPEATABLE CASH FLOW

• Anticipate generating more than $100 million of 
free cash flow in 2021

• Improved cash flow driven by higher earnings and 
disciplined cost savings

• Expect $60 million in U.S. tax refunds, primarily 
derived from provisions available though the 
CARES Act
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• Solid track record of executing value-enhancing acquisitions

• Identifying and evaluating potential tuck-in opportunities

• Leverage existing footprint, generate synergies and enhance 
top-line growth profile

• Optimistic in bolstering our robust portfolio, but only when 
ensuring a strong ROIC

VALUE CREATION: DISCIPLINED CAPITAL 
DEPLOYMENT FOR M&A
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∆V∆NOS: DELIVERED A STRONG 
QUARTER TO END THE YEAR

• Focused on execution

• Market-leading portfolio

• Confident we can deliver sustainable 
growth and margin expansion in 2021 
and beyond
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Fourth Quarter
2020 Results

Michael Greiner
Senior Vice President and 

Chief Financial Officer
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MAINTAINING OUR STRONG FINANCIAL 
POSITION AND IMPROVING CASH FLOW

• Ended the year with $112 million of cash and $180 million of debt

• Second consecutive quarter we delivered positive cash from operations

• Cash flow impacted by $25 million payment to former parent company 
to amicably resolve the surgical gown-related disputes between us

• Settlement, along with the recent court decisions and other resolutions 
of the gown-related matters, significantly diminishes uncertainty from 
these matters going forward

• Absent this payment, free cash flow would have been $21 million for 
the quarter and positive for the year
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$113
$116

Q4 2019 Q4 2020

FOURTH QUARTER PERFORMANCE

• Chronic Care grew 2% to $116 million

− Enhanced demand for Closed Suction Catheters and Oral Care

− As expected, the sequential benefit was less than that seen in 
previous quarters

− In Digestive Health, Corpak and NeoMed generated double-digit 
growth 

− Execution of standard-of-care strategy and pandemic-related 
demand, drove Corpak results

− Continued conversions to our ENFit technology drove NeoMed 
growth

− Growth was offset by lower demand for legacy enteral feeding 
products, as we cycled a strong prior year quarter

Chronic Care Sales
Millions

Net sales totaled $185 million
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$76
$69

Q4 2019 Q4 2020

FOURTH QUARTER PERFORMANCE

• Pain Management sales grew 3% sequentially

− Usual Q4 uplift was suppressed

− Sales of $69 million were 10% lower to prior year

− Cancellation of elective procedures and lower procedural efficiency impacted 
performance

• Sales through Leiters increased double-digits

• Demand for our new COOLIEF generator remains above our internal 
estimates

• Meeting needs of patients for effective opioid-sparing pain management 
therapies

• Committed to returning the franchise to growth and improved 
profitability

• International business remains strong and confident in delivering growth 
in 2021; longer-term, expect to achieve consistent mid-to-high single 
digit growth

Pain Management Sales
Millions

Net sales totaled $185 million
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FOURTH QUARTER PERFORMANCE

6%

• Adjusted gross margin 
contraction mainly due to:

− Unfavorable sales mix

−Write-down of obsolete inventory

− Pandemic-related costs

$114

$99

Q4 2019 Q4 2020

60% 54%

Adjusted Gross Profit and Margin
Millions
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FOURTH QUARTER PERFORMANCE

Millions

6%

• Impacted by lower adjusted gross 
margin and lower sales; partially 
offset by cost savings

• Identified greater than $20 million of 
COVID-related savings in 2020; 
expect a third will become permanent

• Expect 2020 restructuring program to 
deliver $7 million in cash savings

$26

$21

Q4 2019 Q4 2020

13% 11%

Adjusted Operating Profit and Margin
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FOURTH QUARTER PERFORMANCE

Adjusted EBITDA
Millions

$31

$27

Q4 2019 Q4 2020

$16

$13

Q4 2019 Q4 2020

Adjusted Net Income
Millions

Earned $0.28 of Adjusted Diluted EPS
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FULL-YEAR 2020 RESULTS

• Net sales increased 3% to $715 million

• NeoMed and Summit acquisitions contributed 4% growth

• Earned $0.79 of adjusted diluted earnings per share

• Adjusted gross margin was 56% compared to 60% a year 
ago

− 2020 adjusted gross margin reflects the impact of elevated 
Respiratory Health sales, write-down of obsolete inventory and costs 
associated with response to COVID-19

• Adjusted operating profit totaled $66 million, compared to 
$76 million a year ago
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• Unpredictability of the Coronavirus remains

• Don’t feel we can fully quantify the impact of the pandemic

• At this time, not providing a full-year 2021 outlook

• Visibility into business and 2021 performance

− Adjusted gross margin to improve as we regain growth in Pain Management and demand for 
Respiratory Health partially normalizes to pre-COVID levels

− Operating expenses expected to increase compared to 2020

− Build free cash flow momentum as we drive sales and margin growth

− Expect quarterly sequential earnings growth driven by improved sales mix and cost savings

− Expect quarter-over-quarter sales results to be more variable given the impact of COVID on 
2020 sales

• Will provide updates as the year unfolds and we gain more confidence in 
the visibility of sales trends

LOOKING AHEAD TO 2021
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∆V∆NOS: WELL-POSITIONED TO 
DELIVER GROWTH AND MARGIN 
EXPANSION

• Met the challenges of the pandemic

• Ensured customers received our vital 
Respiratory Health products

• Maintained financial discipline

• Confident in ability to execute 
strategy

• Implemented prudent cost control 
measures that position us for growth 
going forward
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The best at getting patients back to the things that matter
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APPENDICES

Non-GAAP Reconciliations
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NON-GAAP RECONCILIATIONS
In  mi l l ions

2020 2019 2020 2019

As reported $                88.9 $            109.7 $              373.3 $            402.2 

Gross profit margin, as reported 48.1 % 57.8 % 52.2 % 57.7 %

COVID-19 related expenses                      0.6                      -                      4.9                      -

2020 Restructuring charges                      1.1                      -                      1.1                      -

Post divestiture restructuring and IT charges                      0.8                   0.7                      2.8                   2.9

Post divestiture transition charges                      5.9                   1.4                      7.6                   5.9

Acquisition and integration-related charges                      0.1                   0.1                      0.9                   0.1

Intangibles amortization                      1.6                   1.9                      6.6                   5.6

As adjusted non-GAAP $                99.0 $            113.8 $              397.2 $            416.7 

Gross profit margin, as adjusted 53.5 % 60.0 % 55.6 % 59.7 %

Three Months Ended December 31, Year Ended December 31,

Gross Profit

2020 2019 2020 2019

As reported $             (44.8) $              (3.2) $             (46.1) $            (55.7)

COVID-19 related expenses                      1.0                      -                      7.9                      -

2020 Restructuring charges                    27.6                      -                    27.6                      -

Post divestiture restructuring and IT charges                      0.8                   4.0                      2.2                 20.2

Post divestiture transition charges                      6.7                 13.2                    14.9                 56.3

Acquisition and integration-related charges                      2.9                   5.0                    12.5                 13.1

Litigation and legal                    21.7                   1.1                    27.5                 22.5

Intangibles amortization                      4.8                   5.4                    19.4                 20.0

As adjusted non-GAAP $                20.7 $              25.5 $                65.9 $              76.4 

Three Months Ended December 31, Year Ended December 31,

Operating (Loss) Profit
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NON-GAAP RECONCILIATIONS
In  mi l l ions

2020 2019 2020 2019

As reported $             (47.4) $              (6.5) $             (60.5) $            (64.0)

COVID-19 related expenses                      1.0                      -                      7.9                      -

2020 Restructuring charges                    27.6                      -                    27.6                      -

Post divestiture restructuring and IT charges                      0.8                   4.0                      2.2                 20.2

Post divestiture transition charnges                      6.7                 13.2                    14.9                 56.3

Acquisition and integration-related charges                      2.9                   5.0                    12.5                 13.1

Litigation and legal                    21.7                   1.1                    27.5                 22.5

Intangibles amortization                      4.8                   5.4                    19.4                 20.0

As adjusted non-GAAP $                18.1 $              22.2 $                51.5 $              68.1 

Three Months Ended December 31, Twelve Months Ended December 31,

(Loss) Income Before Taxes

2020 2019 2020 2019

As reported $                  0.2 $               0.4 $                33.3 $              18.1 

Effective tax rate, as reported 0.4 % 6.2 % 55.0 % 28.3 %

Tax effects of adjusting items                 (13.4)                (6.3)                 (24.6)               (35.4)

Effects of the CARES Act and other                      8.5                      -                 (22.5)                      -

As adjusted non-GAAP $                (4.7) $              (5.9) $             (13.8) $            (17.3)

Effective tax rate, as adjusted 26.0 % 26.6 % 26.8 % 25.4 %

Three Months Ended December 31, Twelve Months Ended December 31,

Tax Benefit (Provision)
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NON-GAAP RECONCILIATIONS
In  mi l l ions ,  except  per  share  amounts

2020 2019 2020 2019

As reported $             (47.2) $              (6.1) $             (27.2) $            (45.9)

Diluted EPS, as reported $             (0.99) $            (0.13) $             (0.57) $            (0.96)

COVID-19 related expenses                      1.0                      -                      7.9                      -

2020 Restructuring charges                    27.6                      -                    27.6                      -

Post divestiture restructuring and IT charges                      0.8                   4.0                      2.2                 20.2

Post divestiture transition charges                      6.7                 13.2                    14.9                 56.3

Acquisition and integration-related charges                      2.9                   5.0                    12.5                 13.1

Litigation and legal                    21.7                   1.1                    27.5                 22.5

Intangibles amortization                      4.8                   5.4                    19.4                 20.0

Tax effects of adjusting items                 (13.4)                (6.3)                 (24.6)               (35.4)

Tax effects of the CARES Act and other                      8.5                      -                 (22.5)                      -

As adjusted non-GAAP $                13.4 $              16.3 $                37.7 $              50.8 

Diluted EPS, as adjusted $                0.28 $              0.34 $                0.79 $              1.07 

Three Months Ended December 31, Year Ended December 31,

Net (Loss) Income
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NON-GAAP RECONCILIATIONS
In  mi l l ions ,  except  per  share  amounts

2020 2019 2020 2019

EBITDA, as reported $             (34.0) $               8.1 $                (3.2) $            (18.8)

COVID-19 related expenses                      1.0                      -                      7.9                      -

2020 Restructuring charges                    27.6                      -                    27.6                      -

Post divestiture restructuring and IT charges                      0.8                   4.0                      2.2                 20.2

Post divestiture transition charges                      6.7                 13.2                    14.9                 56.3

Acquisition and integration-related charges                      2.9                   5.0                    12.5                 13.1

Litigation and legal                    21.7                   1.1                    27.5                 22.5

Adjusted EBITDA $                26.7 $              31.4 $                89.4 $              93.3 

Three Months Ended December 31,

EBITDA

Twelve Months Ended December 31,

2020 2019 2020 2019

Cash provided by operating activities $                  1.1 $              (2.9) $                (2.5) $            (74.5)

Capital expenditures                   (5.1)                (8.1)                 (20.2)               (50.6)

Free cash flow $                (4.0) $            (11.0) $             (22.7) $           (125.1)

Three Months Ended December 31, Year Ended December 31,

Free Cash Flow


