Potential Titles for My Presentation

« MSI — A Business Model Case Study
 Choices Have Conseguences

 All truly great thoughts are conceived by
walking — Nietzsche
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Intellectual Property
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Linear Rolling Circle Amplification
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Exponential Rolling Circle Amplification
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Detection of single protein molecules
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RCAT™:;

Versatility & Flexibility
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Protein Chip Platform
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Allergy Diagnosis By RCAT ™
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Genome Sequencing Amplification
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* Replaces costly, 1-day miniprep e

method =
e Automated, 1-step RCAT™
amplification
« Compatible with all circular vectors
« Designed for MegaBace & ABI 3700
 Launch Q2 2001
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RCAT ™ Real-Time RNA & DNA Measurement

Exponential RCAT™

Rapid & direct measurement of DNA & RNA
Unsurpassed sensitivity, dynamic range
Diagnostic & research use
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Great Technology - Where Do We Start?

* Product or Service Company?

* \Which industry — diagnostics or
research?

* Which specific market segments?
e License out or market ourselves?
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Things To Consider

e Market Size and Growth

 Market Accessibility — barriers to entry,
pricing pressure, market power of
current leaders

 Technology strengths — what's been
proven so far, how significant are the
competitive advantages

 Development cost/time
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A few assumptions

e Large diagnostic companies and large
research companies had significant mkt
power

« PCR model — strength in research
applications drove Dx applications

e Wanted to avoid expense of building
and selling our own capital equipment

> LICENSING
MODEL
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MSI Business Model

. DU

Gene-Based DX

Immuno-DX

LI
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MSI Business Model

. CURRENT REVENUES

SHORT-TERM REVENUES
MEDIUM-TERM REVENUES

. LONGER-TERM REVENUES

Business of Biotech

17



2001 Market Sizes — Licensing Models

e Oncology Dx - $400mm

e Microarrays Dx - $450mm

e Flow cytometry/IHC - $720mm
« Allergy - $250mm

* Proteomics

e Immuno Inf Dis - $1.9BB

e Blood processing - $600mm

« POC - $500mm (growing)
 Pharmacogenomics

* ImmunoDx (ex Inf Dis) - $3.5BB
 Gene Based Dx - $610mm

« Research reagents = $3BB

> 5% mkt share, 8% royalty = $50MM+!!!
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Conseguences

e Raised $68mm in venture capital

 Grew company to 100 people — all those
research projects require a broad collection of
scientists

e Lots of space and equipment — chip
fabrication, flow cyts., clean rooms,
sequencers,etc.

* No sales force, but active business
development group — lots of meetings and
MTASs, but with “feasibility” dollars

 Huge I.P. Costs
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Nietszche Walk

Licensing model leaves you at whim/timeline of your
partner

Longer timelines at big companies

— Competing with their own internal projects
— Not always similar priorities

— Change in business focus

— Legacy system issues

High sensitivity and multiplexing aren’t always the
most important features

RCAT powerful but hard to take from the lab and put
it on a shelf - need to start as service, products have
longer timeline

Skunk works — what's MDA??7?
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Intellectual Property
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A New Direction

* \Whole genome amplification — 1 sales
rep = $5mm in sales

« RCAT Biomarker discovery business

e Needed to reduce headcount to focus
on these two core businesses

* Acquired by Qiagen in 2004
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Takeaways

e Your choice of business model directly
Impacts all aspects of your business

 Be open to change, challenge assumptions,
and respond to new information

* Find core market you can target yourself

 Raise enough money (grants, VCs, angels) to
to allow you to change course if necessary
(more likely than not, you will have to)
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Thank You
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