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appointed to the board in 2004 and as chief operating officer in
August 2010. Corcoran (39) recently upped sticks to become boss
of Betfair, with €11m worth of Paddy Power shares in his back
pocket. Corcoran seems to have been replaced by two people,
neither of whom is styled as chief operating officer.

Kennedy’s expansion into Australia a few years ago with the
takeover of Sportsbet was transformational for Paddy Power,
while the past year has been all about organic growth. Bottom
line improvement hasn’t been as spectacular as some of the other
metrics the company shouts about. Though half-year gross profit
advanced by 19%, the growth in net profit was just 7%, as
investment in new staff and technology ballooned.

For financial 2011, Kennedy looks like delivering earnings per
share of around 210c, which leaves the share on a lofty p/e of over
18. Investors reckon Paddy Power deserves this premium rating
because of its strength in the online and digital space and they
look forward to a boost to sportsbook betting in 2012 from the
European football championships and the Olympics.

What’s Kennedy’s next trick? Forty per cent of the company’s
700,000 online customers also flutter on games, casino and bingo.
In November, Paddy Power bought a Bulgarian online games
developer, signalling that Kennedy sees a future in ramping up
development of gaming technologies. Paddy Power now
generates 80% of its profits online and this is why the share’s p/e
ratio is double that of peer company William Hill, which still
relies on betting shops for two-thirds of profits. Still, Hill’s online
operating profit was 35% ahead of Paddy Power’s in the first half,
and the UK giant may provide more upside for investors from
current levels.

Value For Money? Kennedy’s basic salary in 2010 was €680,000,
his bonus was €490,000 and his pension benefit was €200,000, for a
grand total of €1,410,000. He also received 84,000 shares under the
company’s Long Term Incentive Plan, an award currently worth
€3.3m. Benefit to Kennedy of total package: €4.7m.

Kelly Martin
Elan Corporation

It’s difficult for mere mortals to
make sense of Elan
Corporation, the
pharmaceuticals company led by
Kelly Martin. The company
made a net loss of $325m in
2010 but through 2011 the share
price has doubled and the firm
currently has a market cap of
€4.8bn. There are two reasons
for investor enthusiasm: a deal
last May that saw Nasdaq-
quoted Alkermes merge with
Elan Drug Distribution in a cash
and stock transaction valued at
$960m, and the growing sales for
Elan’s multiple sclerosis drug,
Tysabri.

The Alkermes deal enabled Elan to retire over 50% of total
debt while in the latest quarter Martin reported a 28% increase in
Tysabri revenues. For 2011 the company expects revenues from
its BioNeurology business to exceed $1bn and Martin’s target is
for the company to grow turnover by 15% per annum over the
next five years.

Elan’s EBITDA currently runs to €240m per annum and it’s
doubtful whether that justifies the fancy market cap. Still, Tysabri
seems to be a winner, even if the side effects for a small
proportion of MS patients who take the drug are worrying. And
with the company spending $20m a month on R&D, there’s
always the blue sky factor.
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Kelly Martin’s deal with
Alkermes helped double
Elan’s share price in 2011

The Executive Gift That Keeps On Giving
Get closer to your clients and customers in 2012 by giving them
an Executive Gift subscription to Business Plus, Ireland’s leading
business magazine. Every month your customers will receive
Business Plus with your compliments. That way they’ll be
regularly reminded of your generosity - which should make
your next sales call that little bit easier.

Gift Subscriptions

How To Order

Call Siobhán O’Connell on (01) 660 8400
or email siobhan@businessplus.ie

10 Gift Subs €230
20 Gift Subs €440

GIFT SUBSCRIPTION PRICES The price is for 11 issues

of Business Plus (one

year) and is subject to

VAT of 9%.
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