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Strategic Asset Valuation
What is it?

Making the right decisions...

At the right time...
With the right information...

In the most efficient way...
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Strategic Asset Valuation

Why is it important?

Corp.
Vision

Mission
Values

Describe the organization’s underlying
purpose and values

Define corporate goals designed to direct &

Corporate =1ne _ _
inspire the company over a period of time

Strategy

Evaluate portfolio, assess gaps & agree on

Portfolio Strategy strategy to achieve long-term vision & goals

Determine optimal strategy for each asset

Asset 3trategy to maximize its value to the portfolio

Align Line Function activities to
ensure delivery against strategic
goals and milestones

Line Function Strategy
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Strategic Asset Valuation
Objective — Assessing Risk & Return

Assess Project
Risk & Value
Return

Investment

Opportunity

e Project Characteristics e Expected:

e Technical Analysis — NPV
— Product Profile — Revenue
— Development Plan — Commercial Cash
— Time to Launch Flow

— Probability of Success

e Development Cost
Analysis

e Commercial Value
Analysis
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Better Partnership

Case Study - Background

Situation:

e TopTech is finishing preclinical studies for SC-125 and expects to file
an IND within 6 months

e The mechanism of action of SC-125 could potentially address multiple
indications in Cancer and Inflammation (e.g., NHL, CLL, and RA)

Complication:

e TopTech has limited budget for new development opportunities and
management believes partnering could be the best strategy

— However, they are unclear as to what indication in what timeframe would
result in the best partnering deal

Resolution:

e Analyze alternative SC-125 development strategies to determine the:
— Optimal development plan for each indication

— Implications to TopTech of maintaining the asset in its own portfolio
— Potential partnering strategy
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Better Partnership

Key Decisions for SC-125 Strategy

DEVELOPMENT
INDICATION STRATEGY PARTNER VALUE
Yes
Minimize Risk (
NoO
RA Only
Yes
Speed to Market TopTech
No Current Plan
Minimize Risk
Yes
CLL Only (
No
Speed to Market
Minimize Cost
Yes
RA & CLL Minimize Risk (
) No

Speed to Market
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Strategic Asset Valuation

Methodology

Investment

Project

Opportunity

Process Asset Technical Development
Steps Characterization Analysis Cost Analysis
* Develop * Define » Estimate
competitor development development
analysis plan cost for next
_ year. . .
» Develop * Assess time
SWOT to launch e ...tonext
analysis . decision
» Define success milestone
» Define criteria and
product profile assess ... to
required to be probabilities completion

successful

Y

Value

Commercial
Value
Analysis

¢ Assess market
size, share and
price

* Assess
competitor
dynamics

e AsSsess
commercial
costs

* |dentify key
commercial
value drivers

Final Asset
Valuation

e Calculate
expected NPV
& productivity
for each
investment
entity
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Better Partnership

RA Competitor Analysis

Label Claims in US Package Insert for RA

Reducin Inhibiting the Improvin Inducing Complete
. 9 Progression proving Major Clinical Prevention of
Signs and Physical . L
of Structural : Clinical Response/ Disability
Symptoms Damage Function Response Remission (2-5yrs Tx)
(26 mo Tx) (>12 mo Tx) (26 mo Tx) (>7 mo Tx) (>12 mo Tx)
Enbrel v 108 v’ 2000
Remicade v 1000 v’ 2000 v 2002
Humira v 2002 v 2002
Orencia
Rituxan
SC-125 SC-125 not likely to be competitive if approved
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in 2009 for reducing signs & symptoms only

7
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*163 RA trials (Phase | — Phase III) listed in www.clinicaltrials.qov ; v'= approved label claims at time of analysis (2004); V= expected label claims
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Better Partnership

Recommended Optimal SC-125 Strategy

INDICATION STRATEGY PARTNER VALUE
Yes TopTech
Minimize Risk .< Revised Plan
No
RA Only
Yes
Speed to Market (
NoO
Minimize Risk
Yes
CLL Only .<
NoO
Speed to Market
Minimize Cost
Yes
RA & CLL Minimize Risk (
) No

Speed to Market
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Better Partnership

TopTech Strategy Based on Asset Valuation

Redefined development plans to maximize SC-125 value
In the competitive RA environment resulting in:

- Increased development costs
- Increased time to market

Redefined plan required a partnering strategy for RA

- Entered development and commercial partnering deal with
a big pharma company in early 2006

Pursued additional analyses to evaluate optimal strategy
for CLL and NHL

- Continuing to pursue both indications
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Strategic Asset Valuation
TopTech

Made the right decisions...

At the right time...
With the right information...

In the most efficient way...
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Asset Valuation
Technical Analysis Example

Technical Analysis Technical Analysis
PTRS & Expected Development Costs Base Case Timeline
Phase |, Phase I, Phase lll, Filing To Phase | Preregs. “ == #;J
Safety, Dose Pivotal, Launch is
Dose- ranging, R, DB, - us . @
Phase| 955 Phase I "§ P9 Phase I pl” Filing Filing To Phase |, Safety, & | ey to prerequisite actvies
Preregs. oL Preregs. PC Preregs. Preregs. Lag[ljch N PV Dose-finding, OL [__[l] |:| cMc
Probab_lllty Dev Cost 1 R B
Endpoints (M) Phase Il Prereqs Ciinical
B [T Regulatory
PTRS US = 11.8% | 0107 26.1 Phase II, Dose & N d
PTRS EU = 10.8% - ranging, R, DB, PC _
Expected PV of Dev Costs = $13.9M § 0.012 %61 !
0.001 26.1 Phase Ill Preregs. )
s
0012 26.1 I a8
Phase Ill, Pivotal, & o P4
0007 2. R DB, PC [ ]
0.060 26.0 - r y
Filing Preregs. ‘ !
0.047 16.5 N
O §
0.362 15.4 Filing To & &P
Launch US
0.032 8.8 \
((s‘& &1 i
R R 3 3 2010 2011 2012 2013 2014 2015 2016 2017
Time to Launch Distribution
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us

EU Base Case: 2Q16

Expected Date: 2Q16

Cumulative Probability

EU

2014 2015 2016 2017 2018 2019 2021

US Base Case: 3Q15

Cumulative Probability

Expected Date: 1017

2014 2015 2016 2017 2018 2019 2020

CENNIUM A0 Srarecies:
VALueDRrIVER™
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Asset Valuation
Commercial Analysis Example

Commercial Value Analysis Asset Valuation
Base Case Revenue by Geography Distribution of Project NPV, Given Success

1
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0.9
700 rr-"’
08
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o} . ]/
» 500 —8 0.6
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a
% 400 v 05
2 8 o4 ’J
# 300 = 5 3 ; .
2 Expected Project NPV: $221M
0.3
200 — 3 )‘(
{ |

= b+ 0.2
100 —] — 0.1+ 9 ility the NPV
’ will be ~$135M - $335M

‘ 0 ; , ‘ ‘
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PV of Project, $M

Commercial Value Analysis

APPLIED 1H1\v/1 i
| [Jletdrshias Sensitivity Analysis
Base Case Value = $194.8M
150 175 200 225 250 275 300 Base
Competitor One Dev Outcome Failure  Success
Compet. One Dev Outcome, Time  1/1/2014] 1/1/2018
Dose/Year/Fully Compl. Patient, 90 Dose 120 Dose
Responders, US
Ramp 1 Market Share, 50 % 80 % 65 %
SCLC Responders, US
Superior Inferior Equivalent
Competitor One Product Type Competitor Competitor Competitor
Price/Dose, Resp,, US $450 /Dose $550 /Dose
Enroliment, Ph II, DR, R, DB, PC 20 mo 12 mo.
Enroliment, Ph Ill, Pivotal, R, DB, PC 20 mo. 12 mo.
Years Until Ramp 1 HTI Market
Share, Responders, US 4yrs
New Cases per year, 24000
Responders, EU 12000

JCENNIUM
raPPI.FED =
VaLueDriver™ (] STRATEGIES
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Portfolio Management

Resource Allocation

Integrated Planning Process

Periodic . Annual

lterate!

A
N
<

Decide/ Set : Approve
! A
Modify s_se_s_s ; Corporate Defills Develop Budget &
Prioritize Budget Input
Corporate Portfoli Goals & Assumptei Budget Allocate
Strategy OrtiCis Milestones P Resources

. Process -
Supported
| Tool | Tool
" Supported " Supported
\CENNIUM \CENNIUM \CENNIUM
VALUEDRIVER™ FoLioBuiLDER™ ProBupceT™
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