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Comparison of Pharma Supply Chains

BioPharmaceutical High-Tech/Electronics
Reverse V-shaped BOM Regular A-shaped BOM
Nascent outsourcing Pervasive outsourcing
Highly regulated Relatively little regulation
Product expiry Price “‘expiry’

High-tech supply chain’s recognized as best-in-class
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Why compare with High-Tech/Electronics?

SUPPLY CHAIN TOP 25

EIIT] 2000

. Apple

2008

. Procter & Gamble
. Cisco Systems

. Wal-Mart Stores
. Dell

. PepsiCo
. Samsung Electronics

IBM

. Research In Motion
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. Amazon.com
. McDonald’s
. Microsoft
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. The Coca-Cola Company
. Johnson & Johnson
. Hewlett-Packard
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. Mike
. Colgate-Palmolive
. Intel
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. Mokia
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. Tesco

. Unilever

. Lockheed Martin
. Inditex

. Best Buy

. Schlumberger
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SUPPLY CHAIN TOP 25

SUPPLY CHAIN TOP 25

2010 PFNLE] 200s 2010 2009

1. Apple 1. Apple

2. Dell 2. Nokia

3. Procter & Gamble 3. Dell

4. IBM 4, Procter & Gamble

5. Cisco Systems 5. IBM

6. Mokia 6. Wal-Mart Stores

7. Wal-Mart Stores 7. Toyota Motor

8. Samsung Electronics 8. Cisco Systems

9, PepsiCo 9. Samsung Electronics

10. Toyota Motor 10. Anheuser-Busch

11. Schlumberger 11. PepsiCo

12. lohnson & Johnson 12. Tesco

13. The Coca-Cola Company 13. The Coca-Cola Company

14, Mike 14, Best Buy

15. Tesco 15. Nike

16. Walt Disney 16. Sony Ericsson

17. Hewlett-Packard 17. Walt Disney

18. Texas Instruments 18. Hewlett-Packard

19. Lockheed Martin 19. Johnson & Johnson

20. Colgate-Palmaolive 20. Schlumberger

21. Best Buy 21. Texas Instruments

22. Unilever 22. Lockheed Martin

23. Publix Super Markets 23. Johnson Controls

24, Sony Ericsson 24. Rovyal ahold

25, Intel 25, Publix Super Markets
KINaXis-

Highly
outsourced

Global supply
chains

Very volatile
demand

Explosion of
products

Consistently
outperforms
other industries
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Price ‘Expiry’- ASPs Decline 15% per Year

US Producer Price Index for Computer & Electronic Product Manufacturers, 1991-2008
200 (Index Value = 100 in 2006)

800 Also faced with

demand ‘expiry’
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U.S. PPI for Computer & Electronic Product Manufacturers =— Logarithmic Trendline

Morgan Stanle Note- Assume ASP Index = Producer Price Index_Source: BLS, Katy Huberty, Morgan Stanley Research.
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Price ‘expiry’ experienced throughout SC

iPhone 2.5G iPhone 3G
Component (6/07) (6/08) % Change

8GB NAND Storage $70 $23 -67%
LCD Display 34 20

Baseband Chip (" 11
Application Processor 19
2 MP Camera Module 11
SDRAM 11
Wi-Fi Chipset 15
Lithium-lon Battery 12
RF Transceiver 5
Accelerometer 2
Charger 2
Bluetooth Chip 4
Other 61

- =
=

N NN ER AR OIS

~J
N

Total Bill-of-Material Costs $256 $173 -33%

Note: (1) Baseband chip cost increased 33% due fo iPhone 3G’s use of HSDPA (3G)-capable chip vs. onginal iPhone’s EDGE
Morgan Stan ley (2 5G) baseband chip. Source- iSuppli
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Highly Outsourced
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Source: IDC Manufactuning Insight=

Courtesy wartune Dutsounse com
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Global Supply Chains

Sourze: I0C Manufacturing Insight=

Europe

‘ . China ;
l ‘ - —

Israel r / =
arae '
. & - /7 -

Costa Rica " . / L,
_ Singapore

MERRRR —— —_—
Product Semiconductors | | Comonents & Final

Design | |Fab & Packaging| | Subsystems | | Assembly

Courbesy wenture Outsournc: com
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Explosion of Products

Chassis/ Suspension Boily engine power
dirivie -by-wire T nans e - . Exhaust Gas Purification Automated_Mlanual
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dynamic stabili Sodtem and Emizsion Contral
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Source: ITRI. organized for the present study. 2008/1
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Very Complex Foundry Manufacturing Process

4 nghrﬂ-”"’ﬁ T Cisse-up of
e chip patfern
{with phaloresist)
Lens .  Reticle
L masH
Pattern being 7
repeated onky ™ -
1 . War
W Silicon
Crystal
frgatt
' Photoresist
2 Sifican Digxide
(S0
Falished Walsr Waiar 2

Etched Chip Section

« Constantly changing technology — speed/power, size

o $3B-$4B investment

Silizan Dioxide (S0}
Additional Layer(s)

fsuch as polysiicon)
Doped Silcan
Wafer

Conduchng melal

T Additiona! Layeris)
Doped Silicon

ez ferr

#  Stripped Chip Section

Source: hitp:/Mww.sematech.org

o 2-3yearsfrom ‘first shovel’ to ‘first wafer’

* 6-18 week manufacturing lead time

Copyright© 2011 Kinaxis Inc. All Rights Reserved.
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http://www.sematech.org/�

Growth of Fabless Semiconductors

$300,000 30.00%
$250,000 25.00%
$200,000 20.00%
$150,000 15000 ™==Semi ($M)
S Fabless ($M)
Li~Fabless/Semi
$100,000 - 10.00%
$50,000 - 5.00%
$0 - 0.00%
P P P
VS SourceSIEAS

- KiNaX<is- _ -
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Foundry Concentration = Supply Chain Risk

EMEA APAC

Foundries, 50 Foundries, 100
NA Foundries, .

100

EMEA Fabless,
200

SourceS|EAS

— KiNaX<is-
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Foundry Concentration = Supply Chain Risk

2800.0 100
2400.0 — 90
2000.0 80
1600.0 70 &
S = Capacity
1200.0 60 & w=a\Wafer Starts
~w=Utilization
800.0 50
400.0 40
0.0 30
4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
07 08 08 08 08 09 09 09 09 10 10 10
SourceS|IEAS
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Postponement is key

Foundry
3 Wafer Wafer Assembl
Fab >> Sort >y Test > > Customers
X Push > <—Pull <—Pull
Fabless Semi
Suppliers & Assembly >> Test >> VMI ‘> > Customers
<€ Pull

Suppliers >

Contract Manufacturer

Customers

e >> " A>

Pull

Suppliers >

Copyright© 2011 Kinaxis Inc. All Rights Reserved.

Original EQquipment Manufacturers

Kitting/ Order
> Assembly >> Mgt >> VMI ‘> Customers >
<€ Pull

Klna)(ls 4

* Very lean

o Tightly
coupled

o Risk
mitigation

« OEM/Fabless
— Design
— Sales

CM/Foundry
— Mfg

— Efficiency

L
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Visibility Is a core requirement

Brand Owner

Contract
Manufacturer

Brand Owner

Lhg

Supplier

% Contract
RapidResponse Manufacturer
Contract (O E
e | wantactrer | ==
CHAIN ; - CHAIN
I
EXTERNAL ‘ EXTERNAL
SUPPLY SUPPLY
CHAIN CHAIN
s - . ]

e Secure systems integration across a globally distributed heterogeneous
manufacturing environment

e Automated data exchange with ERP systems

- KiNaX<is- —
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What this means for biopharma
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Utilization of Outsourcing in BioPharma
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Global Bio-Pharma CMO Market Forecast

7.00 -
5.84
6.00 -
5 00 - 4.79
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Source: Koncept Analytics

— KINaXis-
Copyright© 2011 Kinaxis Inc. ghts Reserved.




Supply Chain efficiency impacts the bottom line

s

AZTKFEARNEY The Pharmaceutical industry can free up over $43B in cash
by operating at the first quartile of industry performance

Potential Working Capital Improvement - Pharmaceutical Industry
3Q2009 ($B)

45 -
40 -
35 -
30 -
25 -
20 -
15 -
10 -

o1
1

o
|

Inventory Receivables Payables Total
1stQuartile =137 Days  1st Quartile =82 Days 1st Quartile = 48 Days

Source: How to Unlock $43 Billion in Value by Improving Working Capital Management, PharmaPro.com
By Carol Cruickshank, David Hanfland, Paul Inglis and Shiv Shivaraman; AT. Kearney, Tuesday, April 27,2010

KINaXis-
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« Single data model
* Single Ul
— Role specific views
« Single set of analytics
— S&OP
— Demand planning
— Supply planning
— Inventory mgt

— Lean
- CTP

and Operag
53\25 Planning 4

Visibility

* Imbedded
reporting/alerting

* Long/medium/short
term

* Finance & Operations

KINaXis- -
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' Thank You!
Questions?
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