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InterChina

Leading Strategy and M&A advisory firm in China

InterChina

~ e —

Our Value
e China specialist.
e Strategy and M&A advisory
e Sector expertise.
e Retained 18 years experience.

Our People
 Bicultural partnership.
* 60 Advisors.
e Chinese, senior, industrial, technical.
e Located in Beijing and Shanghai.

Our Clients
e Medium-sized to Fortune 500.
e 500 strategy projects.
e 165 transactions (USD 6 bn).
e 2/3 of projects are returning clients.

Our Reach: IMAP
e Leading global mid-market M&A organization.
e 40 offices, 31 countries, 500 professionals.
e Qver 200 transactions p.a.
e Exclusive China partner since 2006.
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InterChina

Our Differentiators
Why our Clients are choosing InterChina as their advisor

s

Combination of

e Strategic Perspective
e Sector expertise

* M&A execution

Unique
Service

Specialized Advisors

Along 5 key sectors
Wide-ranging networks
Working on pioneering issues

In the market since 1994 Offering
Our first client is still our client
Strong repeat business
Transparent communication
with our clients

Long-Term Sector
Perspective Expertise
InterChina

* Exclusive IMAP partner Global Pract.lcal * We are going “deeper”

« Closely linked to M&A peers Reach Solutions « Bottom-up approach
Deal origination in over 30 IMAPA * Home-grown methodology
countries and in China * Result-oriented

capacity

e On-the-ground in China
e Fast execution by specialists
» Senior backbone
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Strategy Practice

The #1 alternative to the global consultancies, with a practical emphasis

InterChina

s

We help our Clients making complex decisions, by focusing on top-line
growth opportunities and protecting long-term profits. We provide
our sector expertise to develop tailor-made solutions that meet our
Client’s specific needs in a changing and more competitive China.

Methods Tailored project
Decisions Involving Client
(New) target A=)
markets &
segmentation

Fortune 500 Client

Best practices in

sales, distribution
& services

Successful pilot
in lower-tier cities.
Product/ offering

modification, o
market launch

Localization of MNC Client
activity models
and investments Strengthened

Go alone versus
alliances &

partnerships ﬁ

Game-changing
strategies and
differentiation

buying local player.

Healthcare Client

Created new

Strategies based product category in
on margin

protection

Dedicated team

position in China by

the Chinese market.

Hypothesis-driven  Field-work driven

Practical solution Client buy-in to actions

J b

Machinery Client Food brand Client

Enabled access to
protected market.

Identified the right
product category.

& &
|

Machinery Client Fortune 500 Client

Changed industry

standard, doubling
market share.

Untapped segment
opening with new
product design.

& w

el EllEs Luxury brand Client

Increased
competitiveness via
integrated lobby
strategy.

Tripled sales by
rolling out a new
sales organization.

Our practice of 25 consultants is
organized around sector
specializations with substantial
project experience.

Seniors

» 10~20 years experience.

» 80~150 projects.

* Project supervisor/manager.
 Sector specialization.

« Strategy.

Consultants
ﬁ . * Ex-global consultancies.
l(} * 5~10 years experience.
: :  40~80 projects.
; F98 - Workstream leader.
* Fieldwork.

Associates

e Overseas MBA.

» 3~5 years experience.
* 10~20 projects.

e Team member.
 Analysis.
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M&A Advisory Practice

Among China’s top 10 cross-border investment banks, known for getting things done

InterChina

s

We initiate and execute mid-market buy-side, sales-side, investment
and capital raising transactions for both inbound and outbound
deals. We conduct —8-10 deals p.a., 90% of which are cross
border. 160 accumulated Transactions, 6 billion Usd value, 70% Buy
side and 30% Sales side transactions.

Recent Transactions

VUCKE.
- - SGMUCKER, BOBST £ cruro
GETINGE a8 ERH $7BiMBO
Getinge Group J.M. Smucker Company Bobst Group Bimbo Group
Leading Healthcare and Life Scences Leading F&8 Manufacturer & Marketer Leading packaging machinery Leading bakery group in the world
Products Provider, Sweden (NYSE-S1M) company in Europe MEXICO
Orville, Ohio, United States SWITZERLAND

ACQUIRED 100% OF THE BUSINESS

OPERATIONS OF ACQUIRED A MINORITY INTEREST IN ACQUIRED A MAJORITY OF ACQUIRED 100% OF
-
Heare
Acare Medical Science Ltd. Seamild Biologic Technology Dev. Shanghai Eternal Machinery Co.Ltd JingWoMenwei
Producer of Medical Equipment, Zhuhai, Manufacturer & Marketer of Oats Flat bed diecutting & creasing machine Bread manufacturer
China Products, Guilin, Guangx, China manufacturer, CHINA CHINA
InterChina [TMAP, InterChina IMAP. InterChina IMAP InterChina IMAP,

& LivGonG INFUN Group s+ CePSA @

LiuGong Machinery Co. Ltd. INFUN Group CEPSA Joy Global

A leading construction equipment Automotive components foundry MidStream Chemical Manufacturing Mining Equipment and Machinery
manufacturer, CHINA Barcelona, SPAIN (raw material) SPAIN Milwaukee, UNITED STATES
ACQUIRED THE CONSTRUCTION ADVISED IN CORPORATE ~ ) ACQUIRED 100% OF SHARES
MACHINERY BUSINESS OF RESTRUCTURING ACQUIRED SELECTED ASSETS OF AND CERTAIN ASSETS OF
@st ) mrus cumva
STALOWA WOLA
Huta Stalowa Wola INFUN China Shanghai SCIP Wuxi Shengda Machinery Co. Ltd.
POLAND Automotive companents Foundry, Chemical, CHINA Mining Equipment
Wund, CHINA

Zhengiang, CHINA

IMAP InterChina InterChina ; InterChina

Our practice of 25 advisors is
comprised of senior Chinese
deal makers with strong
industrial and financial
background.

Seniors

e Ex-corporate, PE.

» 10~30 years experience.

* 100~200 projects.

* Project supervisor/manager.
* Negotiation.

* Ex-big 4 (CFA, CPA).

* 5~10 years experience.
* 50~100 projects.

* Workstream leader.

» Search, DD, valuation.

e Overseas MBA.

» 3~5 years experience.
» 25~50 projects.

e Team member.
 Analysis.
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Typical challenges our healthcare Clients are facing in China

~

InterChina

“We will start the development
and registration process for a new
product in China, but we need to
know how will the market in this
therapeutic area look like in 8 years
from now”.

“We are looking for a new activity

model in China... what model and
partner type should we consider?
Can we afford not to partner up
with a large Chinese group?”.

“ We want to diversify into
adjacent product and services areas
... what the attractive growth areas
and respective top players in each
category that should be approached
for a partnership or acquisition? ”.

A EU pharmaceuticals company

T\
A MNC pharmaceuticals company

A EU medical device company

“We want to import value-added
generics to the Chinese market, but
do not know how to put the right
portfolio together, and what the
way-to-market model should be™.

“We have already found some
potential commercial partners, but
there are many uncertainties about
how KOLs will perceive the product,

& what the patient-pathway will be”.

“We are playing with the thought
to bypass distributors and go

directly to the market. Can we do it,

and how should we align our sales
organization?.”

T

An European generic drug maker

A

An innovative drugs company

A MNC medical device company

“The premium segment has been
developing well, but we may need
to invest in reaching smaller
hospitals in  the  lower-price
segment. How could we do this in
an efficient and effective way?”.

“We want to grow via acquisition in
China (also to establish a
registration platform), but couldn’t
find any good targets.... We need to
systematically search and establish

“ We've been sourcing from a
Chinese APl maker since many
years — We need to assess the
benefit and feasibility of acquiring
an interest in them in order to
vertical integrate in China”.

whether any exist”.

A EU medical devices company

A int’'| pharmaceuticals company

An APl company

CONFIDENTIAL | © InterChina Consulting
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Our typical services include strategy advisory and the facilitation
of M&A / partnerships in the healthcare

and life sciences space

InterChina

s

Strategy

e Opportunity  assessments

on new customer / markets.

e Product portfolio analysis.

e China market entry strategy.

e Sales, distribution, channel

restructuring strategy.

e Expansion strategy, across

different cities and channels.

e Business model adaptation.

M&A 7/ Alliances

Partners / target search

In/ Out-licensing deals

Evaluation of potential

partner / target

Due diligence, valuation

Deal negotiations

Acquisition mandates.

Divestiture mandates.

Value-added for our Clients

On-the-ground view

¢ Hospitals, clinics
e Patients
¢ Physicians, KOLs

W

wh

Pioneering solutions

¢ Delivery systems
¢ Market education
¢ Distribution

rs are using blog (micro-blog) as marketing vehicle EI‘

Clear action plans

« Tested strategies
* Commercially practical
¢ Rol, P&L

Improve sales & service model e

Implementation

« Distribution partners
 Acquisition targets
 Strategic alliances

ter joint visits of the mast promising players, Yooo: appesred E:a"
& the best quality player and most feasible partrer =

CONFIDENTIAL
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InterChina

Case study: Product category prioritization and way-to-market
strategies for a med device maker to reach USD XX m by 201X

~

C':ept domal med. device 1 How can the Client achieve USD XX by 2015/16 in China?
e International med. device firm.
InterChing InterChing
Problem: The overall goal is to build up China sales value for X300X An extensive product portfolio was : products in practice ﬁ%
. n . = =]
e Client was aiming at | X0O0X. from saratch, to USD - Eae prioritized according to its market L
) . . Value goal definition of T ¢ - : TR
|ntroduc|ng a new portfoho of combined sales of 4 different potential and ablllty Fo compete in ?
different product categories to product categories in China: the current ff’mgﬁfﬂtlve _
. . . I i i environment In na. T 3
China, but did not understand XXX XXKXK's sales perspectivesin China  [WLILALS) wasileadlng omiir thgught et :
- rocess for research an =
the market and find the best UsD 35- 5o P Wsis in th : H
/ analysis in the project. e "
way to reach the market for / & v D ]
those specific products. / / rcent yet ffgent mestment Wound doare H
H 3
tf + Effectve sales & distibution model “Stapler hd b4 > g
M eth Od / The right’ organizationa structure ol @ @ O :
* Creation of detailed application ] —
. . { « Finding the ight’ partner(s) therapy > & L
understanding through detailed usoo /
research and analysis on 20 o e Foure ™ = D>
Chinese  hospitals  (multipe (|| T_—
departments). e | e | 13 e
e Creation of relevant market — —
understanding by interviewing Wound closurg pfoducbs: Different applications, but significant Eﬁ A product category_ “dashboard” was —_— X Eﬁ
distributors, agents, peers of market potential in the future =nE each category to discuss the strategic framework e
’ ’ - s l together with the Client, and to decide on next
relevant product categories. e Dpmmer | | ttimmce || s | | P v he steps forward.
e Work out of ideal way-to-
RS P—— . s s e Ll el == N
market model for each category. | |55 N R e o s e
Identificati f ideal | 2 Ered Market overviews — qualitative . ” " chames, hsp. “Eﬂl; -t DJE i lf RS
L4 -en-tl |C-at|0n OT I1deal Ssales ;w:':E and quantitative — of product ﬁ oyco bata | Z:;: B R ol 1 ol oz Sostegic
distribution partners Bl categories to establish a fact SN NI ea st [ Rkt share E Spamse e ﬂkﬂl—“*jl“-h proevaanll I
.M base and realize the specific w1 = MANI | s by bt s S| EE&M‘R‘ET“’" Oor o M| s
apply ] 3 3 A +  Dacson making mechanics, pant of purchase, e e
Solution by InterChina: GIHSIENEESICRING: " n e R w8
. E— Frefanr=d brands, and rassons. +  Fastest graving brancs, thair kaysuccass faqors model
hd Strateglc framework e e e 000K Sales Forecast and Roll-out Map Partner lists and recommendations -zé;r:l'shw
e Prioritization of products R ansights R N .
S O P e | Spm | g
° Way-to-market Strategy et N Advice EEEPSE i s, | G oo
Gmetoogy anc comeres. ision On cities, pitals) patners Co Yoomx dations
. Par_tner strategy — TErET an Actions |+ I Pl =
© ACtIOh plan Sourcest MOH, InterChina's inter wiews vith haspitsls and distributors, secondary research CONFIDENTIAL | @ TrterChine Cansiling *rovided in this level of detail for mes & products, 25 scresned and prioctized in 2 first project sep, CONFIDENTIAL | @ TnerChinsConming | 13
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Case study: Distribution strategy for medical device maker

Client:

e European blood

typing

diagnostics and analyzer maker.

Problem:

e The client was active in the
Chinese market since over 10
years, using one  major
distributor to cover the market.
The Client had little feedback
from users of its devices, and
was unsure how effective his

distribution set up was in China.

Method

e Interviews with over 30
hospitals, 20 distributors, and
10 peer representatives.

e Customer  satisfaction and
needs analysis.

e Competition benchmarking.

e Distribution analysis based on
number of distributors,
capabilities, structures, margins
and mark-ups, effectiveness.

Solution by InterChina:

 ldentification of growth
opportunities in terms  of
regions and sales practices.

e Restructuring of distribution set
up for more effective coverage
and reach of key hospitals.

Creating the optimal distribution structure for blood analyzers in China

InterChina
The trend for Chinese hospitals to use fully-automated

processors is being driven by 3A hospitals only e

=R
H~cnitals’ Current Gel Card Usage and Processor Portfolio e

The Client’s business model:
Selling / placing (semi)-
automated with hospitals,

— Trénd for thase
hoqnms

— ms,m ot in the

InterChina
Conversely, hospitals complained about brands that were ‘not =5
close’ enough, and distributors without technical expertise
Collected negative feedbadk from hospitals on brands ‘What do hespitals not like?

= | ‘AbulltDm:

Through a series of
interviews with hospitals
in key cities, we found

the problem of the

Client's distributor(s) not

earning profits on the supply b being able to provide the
of consumables (test cards). b right service to hospitals
b - (also in comparison to
T_he key f_ocus were 3A p = key competitors).
hospitals which drove the use
R of automated processors. S s " Sl mot senai)
Source ¢ InterChina analysss S e InteChnaanals I 380 progrese B Cpen marker COUFDSITIAL | § st Conmitng |
InterChing

Client has room to grow in Shanghai, Shandong and Zhejiang, =5 Distribution Structure We advised the Client to further
and could consider more aggressive reagent rental practices expand his distribution structure by

SWOT Analysis of Client / Client's Distributor

= Hospital Goverage: ‘
- Protest positn with sisting rgesale Lo -
fuly-automa

- ?&T@“&?x?ﬁ‘"ﬁﬁf We identified opportunities
for growth for the client:

-~ Focus on regions with relatively low co'
- Grester marketing effort in Guangdon
~ Greater marketing effort in the fast d
- In the kong run, market educstion ir

* Regions / cities with
more sales potential.
* More aggressive rental
) %2:'“:%&3@:‘:3:, \ schemes.
e - Different distribution
organization.

+ Gient wias sarlyin irtroducing and
plecing fuly-sutomated systems in
rge E\xplia|

« In partiular, Yooox, is a newand aggressiw . _ U
gang fonvar
* Yoot is alse expacted to expand quicdy with the reagent rertal of its newly mgistered
¥

Source : IntsrChins analysis
CONFIDBNTIAL | @ IntmrChine Canmufng

Ml adding on further local distributors,
and also identified the right partners
who were willing to either terminate

|: their  exclusive  contracts  with
previous principals, or to add on
HK analyzers to their portfolio.
China .
Mainland paopk, 25 1athnieal nginesr

Cover sbout 400~500 hespits

in Beifng of ol Sa\sre\elne in 2009 (estim:

- i
=
e
v
(euaneden (mnapdhd fL - H eTomedng ﬁ” e
| Sma

+ Sdes South, Guangdong = Sales in YRD, . 5;551.(1‘ Fujian + Sales West, mgrm
« 43des, 4 enginesrs = Bsales, 3 engineers o Zssles
oot oo
~15% ~15% ~T% ~ 2%

Source : InterChina feldwork

CONFIDENTIAL | @ TnterChina Cansuling |
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Case study: Growth plan for Chinese biotech firm, following
future market opportunities and expanding its business model

~

Client:
e European pharmaceutical firm

Problem:

e The client held a minority share
in a local biotech company.

e The client perceived a lack of
strategic vision of the local
management, and needed a

strategic framework for the
future  to  justify  future
investment and potential
support to the local firm.

Method

e Focus on relevant product
categories and TA (directly
relevant, adjacent, growth

opportunities)

e Exhaustive secondary research

e Interviews with market players
and potential partners.

e Future scenario build-out
(whole  industry, for local
company) for next 10 years.

Solution by InterChina:

e Strategic growth vision

e Lining up of potential partners
for commercial, investment,
and production activity

e Action plan for Client and local
company.

InterChina

The right strategic framework for progressing in China’s biotech industry?

T company of attractive size.

Interchinz InterChing
Around half (:L thle top 32dplafy§:s arelforelgn companies. E’ﬁ Analysis of innovation and ‘ifiiztlci’r;;: dm:c"':fgﬁgm 0
Y0000 on the lower-end of the scale. =i registration pipeline of leading =
Siopharma slayers in China, 2010 o players as relevant to the local il oy poiie
[ — company, as well as of the
H iy L business models of Chinese B —
— e : : Gt
biopharma companies S
Was the local company behind iversfier " Midde poyer (15%1.
the curve in China’s biopharma ; ;;;: CETERGEY
landscape? We analyzed the .y i A PR
market position of the Client's D B
investment. - o= ——
E i L DT
t -
T [ comesesar=r
_ et Year0 Year-2 Year§ Year-10 Year-15 Yex-20
2010 CONFIDENTIAL & InmrTrina Conmiing | NFIDENTIAL T Tntemrch =
InterChing InterChing
XXXXX has 2 basic growth steps to take: = Way forward: Recommended actions for CLIENT through 2015. EH
1. Expand Cytokin portfolio, 2. Diversify into other categories Two opportunities need to be considered by the end of 2010.

all categories)

Evolution curve

Path to growth: Recommendation
by InterChina on further product -y
and category extension and

partnership strategies to follow a e
logical growth curve and grow to a

asvances pisyers witn
dlcent categories

| - e cument cimhines, win 220
835 {In Kavieg, 15933, Kl

- Tymann AL S vaminm O umeas
o

Divect competiors.

- Curant cpickines, hat In pbines
« Tymean 1 R Harnin Prarea)

Purtfoli size
(current + fiked pipeling)

fl 10+

CONFIDBNTIAL | @ IntmrChine Canmufng

Adtion Matrix

4

Path to growth: Recommendation

by InterChina on further product

and category extension and
partnership strategies to follow a
logical growth curve and grow to a |§
company of attractive size.

Cumulatire Investment (RMB m)

I
e 2
&
promotion agreenfents =
[ s leansnunnunn 5
. »> §
CLIENT finds 3 8
e £ fOrganic
B iy

Time Frame CONFIDENTIAL | @ It

CONFIDENTIAL | © InterChina Consulting
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InterChina

Case study: Opportunity assessment of T1 cities to understand
their limitations in terms of sales growth for US med device firm

Client: _ How much more potential do T1 cities still have in next 5 years?

» US dental equipment brand

Problem: Research Methodology - Overview I ... 3 sample tier 2 cities have been pricritized by weighing I
e Unsure whether to expand income, QOrtho. treatment price, KOLs, # of private clinics

beyond T1 markets in China. | sent | ou | e | bec |

e The expansion would have L —

created larger issues in terms P P
of sales efficiency and network ||

B i = - ol
|10%:

[

‘Observational
Research

Lessons from
other i

Instead, T2 cities were necessary to

capabilities. oncnierweus || SM e grow further... but those were -
SRATY H needed to be understood first. -

Method tyco We selected the T2 cities in a -
* 40 interviews with hospitals, . Different research approaches PEIEED EREE IMMELEE f2E -
doctors in the T1 markets, were chosen (incl. focus groups, poter;gflg’%n_lqztrgﬁis:srit:]p(r:ehsiﬁgtatlve =
followed by 20 — 30 in T2 cities. video sessions), but personal =1 -

interviews with doctors were the
most conclusive method

e Benchmarking with competitors,
understanding reasons why
spread out to lower-tier cities.

= tigher per capita Gepassl incame amang e 33 T1 8 T2 olbes, ie. ranging Fom RME 17.500 12 30,000 5.z
sprestziest for aetais.

g P Sourcer It Chinainterdenes e anchyis 2011, Pl Siots T IR

= Forecast of T1 business volume — _ s ] s
for next 3 -5 years. T1 cities do not hold enough potential to reach sales targets E‘".ﬂ‘i ... we have developed a set of ideas to unlock growth... E‘".ﬂ‘i
EHE

Finally, the project

Solutior! by. Inte rChina: i core mrkets i offer 4300 cmesby - mearing slooming defitt Based on a team developed a set
 Scenario discussion on future of 40 N 1 ottom-up model of compelling ideas
T1 city market, with the / 1 calculation of A e
/ in the market
conclusion that they would not /== \\ fggil;;ec?i:ﬂpeﬁe especially in the lower-
sustain rapid (and targeted) . \ found that could tier cities.

growth in sales in next 3 years.
 Recommendation to spread out
into T2 cities.

) \\ not reach his
| sk ambitious sales

goals by focusing

€30 | Honghou - on T1 cities only. o Bon S N - . N
e Change  of  way-to-market = d bt ST, BT R WET R OTWOCUET T DL
i — pacity suppart cities pull
72
model to create higher sales e 2] 520 | enseho
- 40 - “Incrementaymust 6", 2dcing XX caes In D4 “Browth uniockingMih poteniial Impect’ 2cding Y @ses In 2014
force eff|c|ency and Dbetter o ww am 24 e e 2 i m ooeee e
Projection Target pofction growth  growth  terpet
customer reach. e s R == N SRS P o s g g e b A I O e | 2 vy | o2
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InterChina

Case study: Acquisition of a Chinese hospital care bed company

Client: _ _ _ How to enter lower-end market segments via the acquisition of a local player?
e European Medical Devices Firm

merthina

Problem: Target Comparison 4 potential acquisition targets

e Client produced hospital beds in e Company Fit were prioritized analyzed in more  [PrE3
China already, but was not able = t\

detail, by “kicking their tires” o
to cater effectively towards the

through personal discussions with =

Cal H _— : caesess e management and owners. N
majority of the market. il Gurmgton :
e The Client already identified 4 2 Mooy omer
leading Chinese competitors b e o o o
@ | NetMargin 7.38% -3.91% 12.60% -4.25%
that could have been o T y Yo atmployoss——| 5
. ina's ospital market 3 | Scale & Capacity Medium High /A but low WA
acquisition targets. | T
q 9 demands manual care gy e -
3 | Full capacity XXX million RMB XXX million RMB. XXX million RMB. N/A
bed at reasonable cost Salespersoel | 75 egoraisas maregrs | W bwtmedmsma
Method — a product assortment e
) . A £ in Zhejiang and Jiangsu Province | * Mostly direct sales and few « Mainly local distributors.
- Confidential approach of 4 our Client was not able | o | | e
. . to offer at the right E provincesof China e
targets, resulting in 2 targets | [NEIASHAN B U e B |-
WI||II’lg to entel’ negotl atl on Australiaand Americas North American clients « Little export to Japan

* Financial information are based on credit reports. Targets are not willing to provide access due to lack of interest
CONFIDENTIAL ] @ InterChina Consulting

phase.
e Focus on key target, via v p—

systematic negotiation process. Transaction Timeline Due to a good strategic fit Valuation Methodology
and common understanding EETE P
of both buyer and sellers, [l e

the transaction timeline was

Solution by InterChina: ferms iscusson relative quick (6 months).

e Deal structure, government e ogeee

‘ Discounted Cash ‘ ‘ Comparable Precedent
H H 1 1 [ov. 011 Flow Analysis Public Companies Transactions
relations, valuation, negotiation, et eaotaton
I [(pec.2011] Closing

and transaction closure. =  Present value of o)  Analyss o vluatons for elevat  Anaysisofpricing of relevant

C | . f ” . d unlevered free cash fl. peer groups acquisitions
L J

e nt successiu y va uire Negotiation of Definitive Agreement = Terminal values based on perp ~mparison of medical equipment = Comparison of medical equipment

cash flow growth =

Chinese company and opened . \ : :
up its market scope to more i Evatuation ot iates e InterChina applied several

~r +=ansaction comps to selected
1 group worldwide

historical and projected

- | 1 IWNPS  \/aluation methods to determine  [fiata
hospital segments. PU— oy aproval. i, 500 ey B the right acquisition price, which oy
formal notice . actors such as tax and
was then enforced via a nancil leverage
‘ Integration Planning ‘ q ot
systematic negotiation process.
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