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Aligning Objectives & Concerns
Customer = Investor = Acquirer



A poorly planned and ill-provisioned
journey A probability of failure



Navigational instruments ascertain
position & direction to a destination



Waypoints are planned milestones
to re-provision (S) & capture value



Planning & provisioning are aided
through the use of tools



Objective: Provide Tools for Accurate
Valuation & Strong Exit

@ Find BENCHMARK

- Evaluate by comparison

----------------------------------------------------------------------------

@ Through use of TOOLS

- An implement to carry out a
particular function

@ To uncover the STANDARD

- A measure, norm or model in
comparative evaluation

@ To obtain KNOWLEDGE

- Acquired understanding through
facts, information or experience
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Uncover the standards by addressing
constituency objectives & concerns

Customer Investor Acquirer
Objectives |0 Outcomes = fAccess + PQuality + WCost |1 IRR, ROI, Multiples I Price/Earning Ratio
0 Placement amount 0 Revenue/margin accretion
0 Market share
Concerns [ Produce multi-year, accretive revenue stream [I Portfolio balance & timing [l Aligned business models

- Clinical trial participation
- New procedures {aka robotics)

[1 Attain top-tier operating margins

- Multi-year agreements {formulary)

- Reimbursement category PPV

- Predictable horizontal/longitudinal costs
- Sustainability of NewCo

[I Capture regional market-share

- Technology guarantee

- Clinical trial access

0 validation of business model

I validation of product category

[l venture capital requirements

I Inability to participate in later rounds

[l Implications of public financing

[ Defend/expand existing categories
[l Enter new categories/markets

I Formulary competitiveness

I Maintain/improve financial ratios

I Salesforce leverage
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The investor

Objectives

Concerns

0 IRR, ROI, Multiples
0 Placement amount

. [ Portfolio balance & timing

0 validation of business model

[ Validation of product category

0 Venture capital requirements

[ Inability to participate in later rounds

0 Implications of public financing
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Tools reveal standards so you
can plot a winning strategy

Valuation Milestones: A review of standard, not
comparatives, avails and aligns valuation and fundable
milestones with those of investors and acquirers

Disease State Fact Book: Distinguish the difference
between an incremental market improvement and a
monumental innovation

Industry Life Cycle: Incumbent’s resist acquiring until
their existing investment is threatened or expiring

Purchase Trigger Database: Reliance on an early exit is
misplaced if uninformed, know your acquirer’s habits
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Let’s look at an example

 Each life sciences vertical differs
- Pharmaceutical - Diagnostics

- Medical Devices - Healthcare IT

e Each product category may differ

- Cardiovascular - Cancer

* Each regulatory category may differ
510K <

39



Data points from Venture
Source & Pitchbook

Note:
2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases




Valuation standards define

Note:
b . 2011 Venture Data Set for regional companies
O u r W a O I n t S . F = Fundable milestone — move to next class
. V = Value milestone — company value increases
Series A - in millions Series B - in millions Series C - in milichs
Pre-Money | Capital Raise | Post-Money Pre-Maney Capital Raise | Post-Money Pre-Money Capilal Raise | Post-Money
27 1.3 +-1 4 +f-2 80 4+-19 12 +-43 159 89 +-35 208 +-76

| 11 maonths +- 2.4

[l Creat proof of concept (Ffv)
[l Cormnmercialization plan vaibility {F/v)

[l Buildout technical team (V)

14 months +- 2.5

[l Attain regulatory pathway (V)
[l 1stin-human data/ start clinical trial {F/v)
[l Design Systern Audit (V)

153 months +-34 ————

[l Comimercial approval - OUS (V)

[l Regulatory trial approval - US (F/v)
[l Launch US trial (v}

[ Hire sales & marketing team (V)

Series D - in millions

Series E - in millions Exit Details
Pre-Money | Capital Raise | Post-Money Pre-Maney Capital Raise | Post-Money Capital Raise Exit Value Manths
321 116+-59 437 +I- 15 620 16 +/-5.9 783 +-24 5 +i- 15 107 +- 43 T2 +-216
F———— 20 months +- 87— Multiples CAGR %
22+-07 14.8 +- 76

[ Regulatory approval - US (F/v)
[l Launch US product {V)
[l US Revenue in excess of SxxM run-rate (F/V)

[l Demonstrate viability of 2nd product {v)

[ Demonstrate hockey-stick revenue growth (F/Y)
[l Pass cash-flow BE Point (F/V)

[l Regulatory trial path 2nd product - US (V)
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Valuation standards define
your waypoints A

V = Value milestone — company value increases

Series A - in millions Series B - in millions
Pre-Money | Capital Raise | Post-Money Pre-Money Capital Raise Post-Money
2.7 1.36—)1 4 +/-2 8.0 4+/-1.9 12 +/-4.3
| 11 months +/-2.4 | | 14 months +/- 2.5 |

[ Creat proof of concep [ Attain regulatory pathway (V)
[0 Commercialization plan vaibilit 0 1st in-human data/ start clinical tria@

[0 Buildout technical team (V) [ Design System Audit {V)
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() (+)

- Performance < than market average Performance > than market average

Standard deviation is a measure used to
quantify dispersion




Valuation standards define
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Note:

Valuation standards define
your waypoints el ity

V = Value milestone — company value increases

A fundable milestone
allows movement to next
investor class

A value milestone
increases company value

| 11 months +/- 2.4 | 14 months +/- 2.5 l

[ Creat proof of concep [ Attain regulatory pathway (V)
[0 Commercialization plan vaibilit 0 1st in-human data/ start clinical tria@

[0 Buildout technical team (V) [ Design System Audit {V)
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Valuation standards define
your Wayp0| NTS (Medical Device) sttt o e conpee

V = Value milestone — company value increases

Series C - in millions Series D - in millions
Pre-Money Capital Raise Post-Money Pre-Money | Capital Raise | Post-Money
159 8.9 +/-35 248 +/-7.6 32.1 11.6+/-5.9 437 +/- 15
| 15 months +/- 3.4 | | 20 months +/- 8.7 |
[0 Commercial approval - OUS (V) [ Regulatory approval - US@
0 Regulatory trial approval - U -3@} 0 Launch US product {V)
0 Launch US trial (V) [0 US Revenue in excess of SxxM run-rate@

[ Hire sales & marketing team (V) [0 Demonstrate viability of 2nd product (V)

50



Early exits are not
always practical

Note:

2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases

Series E - in millions Exit Details
Pre-Money Capital Raise Post-Money Capital Raise Exit Value Months
62.0 16. +/-5.9 78.3 +/-24 54 +/-15 107 +/- 43 72 +/-21.6
Multiples CAGR %
22 +-07 148 +/-7.6

[1 Demonstrate hockey-stick revenue growt

0 Pass cash-flow BE Poin

[ Regulatory trial path 2nd product - US {V)

@)
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Valuation standards define

your waypoints

Note:
2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases

Series E - in millions Exit Details
Pre-Money Capital Raise Post-Money Capital Raise Exit Value Months
62.0 16. +/-5.9 78.3 +/-24 54 +/-15 107 +/- 43 72 +/-21.6
Multiples CAGR %
22 +-07 148 +/-7.6
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Valuation standards define

your waypoints

Note:
2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases

Series E - in millions Exit Details
Pre-Money Capital Raise Post-Money Capital Raise Exit Value Months
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Valuation standards define
your waypoints

Note:
2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases

Series E - in millions Exit Details
Pre-Money Capital Raise Post-Money Capital Raise Exit Value Months
62.0 16. +/-5.9 78.3+/-24 54 +/-15 107 +/- 43 72 +/-21.6
Multiples CAGR %
2.2+/-07 148 +/-7.6
. P o -'“'x\ — o

y

I"‘\.

\

0 ;
|

F.

£\
2009)
Nl

e e

H007) (2008 01
\ / \ . \,

. S

S

Yy ._.i'

/’r \\\
2011
| .'
'|\ |

% ,«‘f

54



Valuation standards define
your waypoints

Note:

2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases

Series E - in millions Exit Details
Pre-Money Capital Raise Post-Money Capital Raise Exit Value Months
62.0 16. +/-5.9 78.3 +/-24 54 +/-15 107 +/- 43 72 +/-21.6
Multiples CAGR %
2.2 +f- 0.7\ 148 +/-7.6
[ \ | \ ! ( | - 1
2007)  (2008) (2009, 2010/ {2011
\. / X . \L / \. o \_ /

.
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Valuation standards define
your waypoints

Note:
2011 Venture Data Set for regional companies
F = Fundable milestone — move to next class
V = Value milestone — company value increases

Series E - in millions Exit Details
Pre-Money Capital Raise Post-Money Capital Raise Exit Value Months
62.0 16. +/-5.9 78.3 +/-24 54 +/-15 107 +/- 43 72 +/-21.6
Multiples CAGR %
22 +-07 148 +/-7.6

LN LN LN LN
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Valuation standards
for a Therapeutic

Note:

. 2011 Venture Data Set for regional companies
. F = Fundable milestone — move to next class

. V = Value milestone — company value increases

Seed Round - in millions 1st Round - in millions 2nd Round - in millions
Pre-Money | Captal Raise| Post-Money Pre-Money | Capital Raise| Post-Money Pre-Money | Capital Raise Post-Money
654,23 09+-038 74 +-31 96 +-7 69 +-TF 7 16.5 +-14.7 357 132+-139 489 ++1389
|————— ~15 months e |——— -19months ——— |——— ~1i months ———
* Proof of concept with IND candidates * Rodent and non-rodent tox da * Human safely (Phase 1)

+ Selection of clinically relevant animal model{s)  + Seleclion of IND enabling compound

3rd Round - in millions 4th Round - in millions Exit Details
Pre-Money | Captal Raise| Post-Money Pre-Money | Capital Raise| Post-Money Capital Raise| Exit Value Months
500 173 +-17 673 +-17 148.3 298 1781 ~¥0 ~2267 ~60 - 84 months
| ————— =13 months e
= Efficacy studies in palients * Phase Il

= Patient dose range studies (Phase |Ib)
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Tools reveal industry standards so you
can plot a winning strategy

Valuation Milestones: A review of standard, not
comparatives, avails and aligns valuation and fundable
milestones with those of investors and acquirers

Disease State Fact Book: Distinguish the difference
between an incremental market improvement and a
monumental innovation

Industry Life Cycle: Incumbent’s resist acquiring until
their existing investment is threatened or expiring

Purchase Trigger Database: Reliance on an early exit is
misplaced if uninformed, know your acquirer’s habits
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Determine if a technology is an
innovation or a modification

DMSEASE STATE FACT BOOK
Row # Base Year Year X

1 Disease Prevalence Portion of the population found to have the condition {1 in 1000} 24 652,555 25, 268 8600

2 Incidence % Percentage of new cases [generally ayear) 2

2 Incidence Un:_urruncenfnsw cases since |ast time periodlater year or ina pericd 5 053 774
oftime [generally a year)

4  Percentage Recurrimg Percentage of population with a repccurring event in a given year 2

5 Prevelance Population [Disease prevalence less incidence] x percentage recuim mg 4,043 0149

6 MNumber Diagnosed Mumber diagnosed patients (the act of identifying trateable disease) O, (16, FO

7 Diagnosis Rate % Nu@berdlagnu&edfdlm prevalence (this included incident 26,
patients)
Diagnostic, Medical Devices, Pharmaceutical, Long-term Care, Medical Inteventional

2 Procedural hes : ‘ ‘ ‘ CABG

rocedural Approac Rehabilitation, ete. Therapy Procedure

9  ProcedurefService Approach % The percent of diagnosed cases that would use this product/service B4.5% 31.5% 12.3%

10  Number of ProceduresfSemnvices Number of diagnosed x procedure/service approach % TEET 0D I1E ARE 1,119 815

11 Type af ProductsfSub-services  List the individual products or services performed Stent Guide Catheter Guide Wire

12 Units per Procedure/Service Example: 2 Stents per Procedure, 30 pills per cycle, 30 days in long- 237 175 11
termm care

12 Market Units/Services Number of Procedures x Units per ProcedurefService 2,463 503 1,950 677 1231, 797
Revenue value per event or service - note revenue by manufacturer

14  Average Revenue per Event L4060 Ry b.O%

= # would be different than at the hospital level § § §
15 Market Dallars or Cost Maket Linits x Average Price 5135449760300 5 10347008 S B,536,351
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10.

11.

12.

13.

14.

15.

Factors that increase market value

Disease Prevalence

Incidence %

Incidence

Percentage Recurring
Prevalence Population

Number Diagnosed

Diagnosis Rate %

Procedural Approaches
Procedure/Service Approach %
Number of Procedures/Services
Type of products/Sub-services
Units per Procedure/Service
Market Units/Services

Average Revenue per Event

Market Dollars or Cost

Portion of the population found to have the condition (1 in 1000)

Percentage of new cases (generally a year)

Occurrence of new cases since last time period — later year or in a period of time
(generally a year)

Percentage of population with a recurring event in a given year.

[Disease prevalence less incidence] x percentage recurring

Number diagnosed patients (the act of identifying treatable disease)

Number diagnosed/disease prevalence (includes incident patients)

Diagnostic, Medical Devices, Pharmaceutical, Long-Term Care, Rehabilitation, etc.
The percentage of diagnosed cases that would use this product/service

Number of diagnosed x procedure/service approach %

List the individual products or services performed

Example: 2 stents per procedure, 30 pills per cycle, 30 days in long-term care

Number of Procedures x Units per Procedure/Service

Revenue value per event or service — note revenue by manufacturer would be
different than at the hospital level

Market Units x Average Price



The factors that increase market value

DISEASE STATE FACT BOOK

Row H

1 Disease Prevalence

2 Incidence %

Portian of the papulatian faund to have the conditian (1 in 1000]

Percentage of new cases (penerally a year)

Base Year

24,652,555

Year 2

75,268,869

0%

3  Incidence

Ocourrence of new cases since last time periad| ater year or in a pariod

af time (generally a year)

5,053,774

4 Percentage Recurning

Percentage of population with a recccurming event in a given year

5  Prevelance Papulation

[Disease prevalence less incidenca] x percentage recurring

4,043,019

& MNumber Diagnosed

Number diagnased patients (the act of identifying trateable disease)

9,096,793

7 Diagnosis Rate %

Number diagnasedfdisease prevalence (this included incident
patients)

8  Pracedural Appraaches
9 Procedure/Service Approach %

10  Number of Procedures/Services

11 Typeaf Products/Sub-services

12 Units per Procedure/Senice

Diagnastic, Medical Devices, Pharmaceutical, Lang-term Care,
Rehabiliation, et

The percent of diagnosed cases that would use this product/senvice

Mumber of diagnosed x procedure/service approach %

List the individual produds ar services perfarmed

Example: ? Stents per Procedure, 30 pills per cyde, 30 days in long-
term care

13 Market UnitsfServices

Mumber of Procedures x Units per Proced ure/Servioe

14 Average Revenues per Event

Revenue value per event or service - nole revenue by manufacturer
would be differant than at the hospital level

15 Market Dallars ar Cost

Maket Units x Average Price

—

1
CABG

1
Inteventianal
Procedure

Medi!al
Therapy

1,115,815

E4.5% 3.5%

1087700 318388

Stant Guide Catheter Guide Wire
@ 175 11
2463,593 1959677 1,231,797
& 55000 5 9E7 & £.93
51,354976,390 5 19,347,008 5 £.536,351
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A 4% change in diagnosis rate can
increase the market by 11%

Year 2

25,268,869

0%

2,053,774

5%

2,053,774

10,107,348

4?1395
] 1

Medical
CABRG
Therapy

DISEASE STATE FACT BOOK
Row # Year 2
1 [Disease Prevalence 25,268,809
?  Incidence % 200%
1 Incidence 2.053,774
4  Percentage Recurring 20
3  Prevelance Population 4,043,019
&  MNumber Diagnosed 9,046,793
7 Diagnosis Hate % E-Ell]‘!ﬁ
'_ - T
5 Procedural Approaches mﬁ CABG '"::;‘;'L:’;a'
9 Procedure/Service Approach % B4.5% 3.5% 12.53%
1t Mumber of ProceduresfServices 7,687,700 318,388 1,119,815
I I I
11 Type of Products/Sub-services Stent Guide Catheter Guide Wire
12  Units per Procedure/Service 22 1.75 11
13 Market Units/Services 2463593 1959677 1,231,797
14 Average Revenue per Evant 5 S50.00 & 0987 & £.93
15 Market Dollars or Cost £1,354976,390 § 19342008 %  E.536351

1,382,854,750

B4.5% 3.5%

8,541,838 353,764

153,650,528

i
Inteventional

Procedure

123%

1,254'39
| |

Stent Guide Catheter  Guide Wire
2.2 175 11
2737326 2177418 1368663
5 SROO00 5 987 6.93
§1.505529,323 521,491,120 9484835
1,536,505,277
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A 1.2% procedural shift can change

the market dollars

by 10%

DISEASE STATE FACT BOOK
How B Year 2
1 Disease Prevalence 25,768,369
2 Incidence % 20%
3  Incidence 5,053,774
4  Percentage Recurring 20%
3  Prevelance Population 4,043,019
&  Number Diagnosed 9,096,793
7 Diagnosis Rate % 3«61}%
Medil!al ' hteve:ltianal
8  Pracedural Approaches Therapy CABG Procedure
9  ProcedurefService Approach % B4.5% 35%
10  MNumber of Procedures/Services 1687 FH 318,388 1119815
l
11 Type of Products/Sub-services Sbel!t Guide (‘althelnr Guide '!'ul'l're
12 Units per Procedure/Service 2.2 1.75 1.1
13 Market Units/Services 2,463,593 1959677 1,231,797
14 Awerage Revenue per Event 5 RSO0 5 9E7 & 6.93
15 Market Dallars or Cast 51354976390 5 19347008 5 £,536,351

1382854750

Year 2
25,268,869
0%
50053,774
20%
4,043,019
9,096,793
3?.0%
Medlical ' Inhc_-:lentimal
Therapy chBa Procedure
mn (2o
1087100 181,936 1227157
. I
Stlenl: Guidet!_'ameter Guide Wire
2.2 1.75 1.1
2,699,746 2.147.525 1349873
5 REOOD 5 9E7 & 6.93
S1 484860398 571,196,075 5 9,354 621
1515411094
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Market factors that attract acquirers

Factors that increase
market value: (all tides rise boats)

* Diagnosis rate
* Procedure rate
* Units p/ procedure

Factors that require taking
share: (fighting incumbents)

* Type of products
— Category transitions

 Market units
e Average selling price
 Market dollars



Tools reveal industry standards so you
can plot a winning strategy

Valuation Milestones: A review of standard, not
comparatives, avails and aligns valuation and fundable
milestones with those of investors and acquirers

Disease State Fact Book: Distinguish the difference
between an incremental market improvement and a
monumental innovation

Industry Life Cycle: Incumbents resist acquiring until
their existing investment is threatened or expiring

Purchase Trigger Database: Reliance on an early exit is
misplaced if uninformed, know your acquirer’s habits
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Determine an industry’s readiness

= Macro Map
Product Life Cycle Curve
§ T —
A £ £ | |
E E g k- Al Micro Map
a = PIE T ———
& .............................................

TIME
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Determine an industry’s readiness

Product Life Cycle Curve

g
IR RS BN

SALES

TIME

Figure 5.2 Product Life Cycle Management

Wang developed the CRT Word Processor
61% CAGR between 1979-1984 d
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Industry & companies in a growth
phase will fight a category shift

Product Life Cycle Curve

g
AR AR IR

SALES

 Wang developed the CRT Word Processor
* 61% CAGR between 1979-1984 d
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Industry & companies in a growth
phase will fight a category shift

Product Life Cycle Curve

SALES

 Wang developed the CRT Word Processor
* 61% CAGR between 1979-1984 d
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Macro/Micro maps help uncover
industry readiness

£immer-Biomet: The Deal That Shook Warsaw, lml Macro Map

Merger, Velued at §73.35 3llian, Comaies T Medicel-Device Wakers : &

Abbott Labs to Buy Private Medical Device Company Tupera Micro Map

Hea tr-Care Company Alsa Seouras Right to Acguire Advanced Cardiac Therpeutics

Bl
R

Irmrma Ca A

Johnson & Johnson to Seek Buyer for Cordis Medical- Dewce T F Bt o o
(it ==t

Dvision Could Fetch s Mucn as 82 Billnin a Sale

Medtronic, Covidien Shareholders Approve Dea]

Dealls On Track To Close By The End Of January Or Early February




Macro Map

|

MEDICAL DEVICE INDUSTRY MACROD MAP
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Micro Map

Interventional Cardiology MicTomap
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Determine an industry’s readiness

= Macro Map
Product Life Cycle Curve
§ T —
A £ £ | |
E E g k- Al Micro Map
a = PIE T ———
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TIME
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Tools reveal industry standards so you
can plot a winning strategy

Valuation Milestones: A review of standard, not
comparatives, avails and aligns valuation and fundable
milestones with those of investors and acquirers

Disease State Fact Book: Distinguish the difference
between an incremental market improvement and a
monumental innovation

Industry Life Cycle: Incumbent’s resist acquiring until
their existing investment is threatened or expiring

Purchase Trigger Database: Reliance on an early exit is
misplaced if uninformed, know your acquirer’s habits
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62% of PMA’s are acquired

after FDA approval

Note:

. 2011 Venture Data Set
. Sample size = 18
. Most likely less today before PMA

Series A - in millions

Series B - in millions

Series C - in millions

Pre-Money

Capital Raise

Post-Money

Pre-Money

Capital Raise

Posl-Money

Pre-Money

Capital Raise

Post-Money

27

13+-1

442

80

4+-19

12 +- 43

1589

B9+ 35

2B8+-78

11 months +f~ 2.4

14 months /- 2.5

15 months +/- 3 4

7 (38%) acquired before regulatory approval

Series D - in millions Series E - in millions Exit Details
Pre Money | Capital Raise | Post-Money Pre Maney | Capital Raise | PostMoney Capital Raise | Exit Value Months
321 116+4-509| 437 +-15 62.0 16. +/- 59 78.3 +/- 24 54 +/- 15 107 +/- 43 72 +216
| 20 months +- 8.7 — | Multiples CAGR %
22+ 07| 148+ 76

(1 Regulatory approval - US (F/V)

| 11 (62%) acquired after regulatory approval |




Note:

62% of PMA’s are acquired
after FDA approval i

Most likely less today before PMA

Series A - in millions Series B - in millions Series C - in millions

Pre-Money

Capital Raise

Post-Money

Pre-Money

Capital Raise

Posl-Money

Pre-Money

Capital Raise

Post-Money

27

13+-1

442

80

4+-19

12 +- 43

1589

B9+ 35

2B8+-78

14months +- 25— | | —— 15months +-34 — |

| 7 (38%) acquired before regulatory approval I

—— 1 months +£- 24 — | |

Series D - in millions Series E - in millions Exit Details
Pre Money | Capital Raise | Post-Money Pre Maney | Capital Raise | PostMoney Capital Raise | Exit Value Months
321 116+4-509| 437 +-15 62.0 16. +/- 59 78.3 +/- 24 54 +/- 15 107 +/- 43 72 +216
| 20 months +- 8.7 — | Multiples CAGR %
22+ 07| 148+ 76

(1 Regulatory approval - US (F/V)

11 (62%) acquired after regulatory approval




A value proposition must address
constituency objectives & concerns

ldentify constituency measures of success
Valuation standards define your waypoints
Distinguish innovation from improvement
Determine an industry’s readiness to change

M&A history defines triggers (timing)
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