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DEVELOPMENT DELIVERY SUPPLY more products. better treatments. reliably supplied.”

Presentation Outline

e Methods to analyzing and determining the health of your innovation
enterprise

e Applying comprehensive metrics across the innovation initiative to
communicate progress to shareholders

e Gathering the relevant data to assess the effectiveness of each stage
of the innovation process

e Forecasting future returns from internal investments
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What happens with no portfolio management

« Too many projects for available resources

« New projects added to “active” list with little appreciation to resource
requirements and impact to other projects .

« Projects end up in a queue
— Logjam
— Cycle times increase
— Scramble

« Funnels turn to tunnels

« Resources end up “thrashing”
« No mechanism for evaluating and stopping weak projects
« No tough decision points and poor project selection




Why Product Portfolio Management

«PPM permits companies to align their product portfolios with business
objectives

« Portfolio decisions are strategic to viability and success

« Effective portfolio management can improve both top-line performance and
bottom-line profitability

«Selection and prioritization yield maximum portfolio value
« Effectively invest R&D plus new product resources:

— Realize revenues at maximum rate

— Capture opportunities

— Realize value of products in the portfolio
— Optimize customer value

— Assess risks

— Understand uncertainties

— Command predictability of their impact on product value

Range of Project Values based on Uncertainties

Commercial Value Given Development Success
Range of Uncertainty ($million)
o 10 20 30 40 50
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Portfolio Management and

R&D Operations Management

e Limited product development resources
e Optimize the value of product portfolios
e Manage them through a product development processes

)

‘ Do the right projects ‘Do the project right

Portfolio Mgt V R&D Ops Mgt \

Strategic Strategic
Roadmap Assessment
Investment
Idea Mgt | Scenarios

Business Case
Analysis

Portfolio
Performance

Project
Management

Resource
Scheduling &
Utilization

Current v. Future State
Systems & Processes

Current State

Future State

« Strategic goals and projects are not
well aligned

« Project valuation is inconsistent

«PM standards can be better defined
and practiced consistently

«Need project prioritization across
the enterprise

« Projects clearly aligned with
strategic goals

« Consistent valuation methods
across BUs/Divisions

« Consistent PM standards and
practices

« Project portfolio prioritizes projects
and aligns resources

« Project reporting is adopted as part
of the portfolio management
process




Product Development Stage Gate Process

enoldeation & Selection Execution
eation

& Business Pre Formulation Clinical / Dossier Regulatory Commercial
Scoping Case formulation Development Bio Prep Review Production
( [ [ [ [ [

Stage 0 s;‘-“e s?ge Stage @ aoe Stage §

3a
Idea Project Initiate Decision to Decision to
Screen Approval °','gi';" File Launch

Key Elements of Portfolio Management

Ideation
Idea generation -
filling the innovation
pipeline

Selection Prioritization

Criteria based Setting realistic
selection priorities




Ideation & Scoping

Idea Generation - actively managed formal process
« Provides fuel of viable concepts to prime the pipeline

« Some resources allocated to do screening work and POC

« Sales & Marketing participation to bring “Voice of Customer”

« Test concept for commercial & technical feasibility

Ideas must have strategic fit

Strategic and
Economic value

Market/
Consumer need

Technology/Product
Solutions

Business Case Development

e Description of ideas

Description of product/service
Market need/potential

Project Value Given Development Success
NP mercial Contibution - Project Cost (smillion)
o ) » o

Competitive advantage
Current status

Expansion

Patner Units Sold This Year|

Units Prics|

End of Life

Estimated investment

Partner Units CAGR|

Units Cost]

¢ Return expected

Ramp Up Years

Partner Units Patent Expiry

Tail

Key risks :
Critical success factors Er

Timing considerations
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Prioritization Best-practice Scorecard

Project Prioriti

tion Scorecard

A= 4300, §=2542, C =024
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Priority Criteria:
eStrategic alignment

eCompetitive advantage
eMarket attractiveness
eLeverages core competencies
eTechnical feasibility
eFinancial rewards vs. risk

Selection and Prioritization

S

Top 10% of A projects

Key projects — must succeed in order
to meet business objectives

Projects contributing to the ability
for meeting business objectives

Projects with marginal or no
contribution to business objectives




Ideation and New Product Identification Process

Collect Ideas

Across Company ‘ = Decision gate
+
Focused Ideation = Action
Workshops -

Refine business case
+ Valuation Analysis

SMARTORG'

AFD = Approved For Development

S0
Ideation &
Scoping

G2
Project
Approval

S1
Business

S2a Further
development
and commercial

Pre-
formulation launch

asv

Case

Develop initial
ideas with basic ’

information
(see next slide) l
Monthl
NPI v (G1) Decisions to progress to business case
OpMech
(BD, fﬂarketing’ (G2) Decisions to Approve for Development,
R&D + Legal) hold or cancel

Range of Project Values based on Uncertainties

Commercial Value Given Development Success
Range of Uncertainty ($million)
o 10 20 30 40 50
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Influence Diagram - Value Map

Technology
Timing

Project Evaluation Through Phases
Formulation

Development
Clinical / Bioequivalence
Approval and Launch
Probability of proceeding to next phase

Costand Revenue
Duration

Project
Investment

Partner Sales
Units Sold This Year N Cash Flow if Successful
Growth Rate ’
Unit Conversion

Contribution

Company Sales Economics
Substitution Unit Revenue
Expansion Unit Cost
Ramp Up Years
Product Life

Tornado Diagram - Sensitivity Analysis

Project Value Given Development Success
NPV of Commercial Contribution - Project Cost ($million)

i 5 10 15 20
Product Life 4] la
Expansion 0.0 .15
Partner Units CAGR R s s IR
Units Price SD==1QD
Substitution 0.0z [ U 075
Rarmp Up Years e e
Partner Units Saold This Year ZDD==220
Units Cost 25l
Unit Conversion 1|1
Baze Caze = 98958
Combined Uncerainty |




Probability of Project Success

Probability
of
Phase Success Description

Pre-Formulation Ideation, Scoping, Selection,
Feasibility, Proof of Concept,
Partner selection (if appropriate)

Development Pre-Clinical Development, Partner

selection (if appropriate)

Clinical/Bioequivalence Clinical or Bioequivalence Trials,

Partner selection (if appropriate)

Approval and Launch 0 Regulatory Approval, Pre-Launch,

Partner selection (if appropriate)

948

Probability of
Development Success

Decision Tree Valuation

Investment Development  Commercial Project Commercial

Decision Success Result Value Contribution
High $17.80 = $18.44
0.30 Succeed l Medium $9.90 = $10.54
Go \i Low $4.91 = $5 55
70 Fail $007 = $0.25
No Go 30

Project
Cost

$0.64
$0.64
$0.64

$0.19
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Expected Project Value & Investment Productivity

Expected Project Value $3.20
Project Cost Given Development Success $0.64
Expected Project Cost $0.32
Probability of Development Success 0.30
Commercial Contribution Given Success:
High $1844
Medium $10.54
Low %555

Expected $11.08

Investment Productivity 9.868
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Waterfall Value Diagram
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Base Case NPV = 9.98 $million
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Project Economics
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Major Milestone Report (MMR)
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Understanding Project Differences:
The R&D Grid

Project Portfolio Matrix
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O£ White elephant Oyster
3
2
-
Low <« - » High
Net present value given success
Maintain Commercial Gain strategic
competitiveness  potential advantage
(Why do it?)
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What’s Wrong with This Picture?
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Expected commercial value given technical success
($ millions)
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Summary Financial Statements

Statement Type Expected Financial Statement ~

[T Show Individual Sub Portfolios

Expected Financial Statement
Potential Financial Statement

2010 2011 2012 2013 2014 2015

Cost 0.00 97.85 141.32 25073 332.04 42454
Profit 0.00 98.06 146.54 23049 32322 45018

Development Cost 180,13 166.93 177.10 14370 133.90 69.50
Launch C&M Cost 0.00 3147 1038 3738 1315 1876

Launch M&S
Expenses

0.00 2678 1046 1947 797 2519
Cannibalization 000 3632 4457 6524 G442 7889

Operating Cash Flow (180.13) (163.44) (95.98) (26.00) 103.78 266.85
Tax (63.058) (57.20) (33.59) (9.10) 36.32 93.40

Net Cash Flow (117.08) (106.23) (62.39) (16.90) 67.46 173.45

py Table for Excel

2016

497 11
557.07

4350
4.80

4.80

9435

408.62
143.37

266.25

2017

573.55
625.15

43.50
0.00

0.00

11065

471.00
164.85

306.15

2018

603.53
674.03

37.50
078

1.85

11232

521.48
182.52

338.96

2019

669.77
811.30

0.00
2245

2245

11291

653.49
22872

42477

2020

Revenue 0.00 19592 287.86 499.22 65527 883.72 1,054.18 1,198.69 1,277.56 1,481.07 1,557.14

648.56
908.57

0.00
0.00

0.00

5277

855.80
299.53

556.27
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more products.
better treatments.
reliably supplied.”




