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Indiana’s Life Sciences Industry: 2002 — 2010

Tracking Progress and Charting the Course for Continued Success
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Indiana Life Sciences Strategic Framework Report

(2002 Battelle Report)

Findings Challenges

High concentration in pharmaceutical and Create stronger industry-university-

medical device industries government partnerships
Ensure focused investment in key life

Substantially higher average earnings than science research areas

other industries Foster a supportive climate for life science
entrepreneurship

Growing and diverse research base Ensure access to venture capital
Develop specialized facilities to

Positioned for opportunities in emerging support the life sciences cluster

life sciences sectors Build a skilled life sciences workforce

Raise recognition of the state’s position

and commitment to life sciences
The 2002 Report ended with this statement:

“So Central Indiana Stands at a crossroads. It has the assets to be a major player in the sizable, broad-based and
growth-oriented field of the life sciences, but time is of the essence. The competition is not standing still and Central
Indiana cannot afford to sit on the sidelines and not pursue investments. A coherent, comprehensive, and integrated
action agenda needs to be implemented to ensure success.”
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From under-recognized position in life sciences to innovation
cluster success story: Indiana since 2002

Indiana has demonstrated how to build a set of stronger clusters through creation of an ongoing catalytic
organization and sticking to a game plan over a multi-year period.
Indiana is now very close to becoming one of only two states in the U.S. to having both specialized and
large employment base in three of the four subsectors of the life sciences.
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Highly Specialized
1 of only 5 states with specialization in 3 of the 4 segments
Highly Compensated
$81,000 average salary compared to $38,100 for all jobs
$4 billion total annual payroll
Strong Research Universities
53.6% of total university research is in life sciences
Skilled Workforce
3,200 Indiana students graduated with a life sciences-related postsecondary degree in 2008
Positive Business Climate
220 life science startups since 2004
307 new life sciences establishments since 2002
Strong Philanthropic Support
$600 million+ in major philanthropic grants to life sciences research universities and institutes
Strong Public-Private Partnerships:
BioCrossroads launched 8 new sustainable life sciences enterprises since 2002
Access to Capital
$277 million invested in life sciences firms since 2004
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~ Indiana’s Life Sciences Industry Includes All Major Segments

2009 Jobs Distribution Indiana

* Medical Devices and Equipment:
40.5%

* Drugs and Pharmaceuticals: 35.5%

* Research, Testing and Medical Labs:
16%

* Agricultural Feedstock and
v Medical Devices & Equipment Chemicals: 8%

O Drugs & Pharmaceuticals
» Total employment in these segments
0 Research, Testing & Medical Laboratories was 50’000 in 2009’ a 21.4%

. . increase from 41,000 in 2002
Agricultural Feedstock & Chemicals

Source: Indiana Business Research Center (IBRC) using data from the Bureau of Labor Statistics
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Indiana’s growing life sciences sector is much more specialized and
concentrated than the rest of the U.S.
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Indiana Life Science Employment and Wages are Increasing

Indiana Life Sciences Companies

Since 2006:

Employment has increased by
17.9% to 50,000

L - Wages have increased by 33.2%
Yau to $81,000

Establishments have increased
by 46% to 825

Annual payroll has increased to
S4 billion

6 Advicultural Feedstock & Chemicals
Q Drugs & Pharmaceuticals

U Medical Deices & Equipment

0 Research, Testing & Medical Laboratorkes

VvV Health Infarmation Technalogy 7

ource: IBRC/BioCrossroads
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Indiana has added more than 8,800 new life sciences
jobs since 2002 (6,600 during a severe U.S. recession)

Census of Employment and Wages z Change & % Change, 2002- 2009

Indiana % Change # Change % Change # Change
Total -4.5% -127,222 5.5% 8,400
Total Private -6.0% -147,529 5.3% 7,686
Total Life Sciences 21.4% 8,807 59.1% 307
Agricultural Feedstock & Chemicals® 95.3% 1,953 361.5% 47
Drugs & Pharmaceuticals -8.5% -1,641 25.7% 9
Medical Devices & Equipment 38.3% 5,612 4.6% 13
Research, Testing & Medical Labs 56.6% 2,883 31.9% 61

*The 2009 total employment for Agricultural Feedstock and Chemicals includes published employment for NAICS Code 325320 -
Pesticide and Other Agricultural Chemical Manufacturing. In 2002, the employment for this NAICS code was not disclosed by the
Bureau of Labor Statistics and therefore the 2002 employment figure is understated and impacts the growth rate for the period tracked.

Source: IBRC using IMPLAN
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~ 220 life science startups established from 2004 - 2008
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Indiana life sciences firms received $277 million in venture capital
investments from 2004-2009

With the exception of 2005, annual VC investments have remained relatively steady
Indiana ranks 26t nationally in the amount of life science VC financing over the full 6-year period

Life Sciences-related Venture Capital Investments Life Sciences-related Venture Capital Investments
in Indiana, 2004 -2009 in Indiana & the U.S., 2004 -2009
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Source: Thomson Reuters’ VentureXpert Database, 2004-2009, as of January 2010.
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> NIH Funding in Indiana has increased 28.4% since 2004

* Indiana’s baseline NIH funding increased 7.2% in 2009 while national NIH funding decreased 4.7%;
an additional $43 million in ARRA funds contributed to an overall growth rate of 25% for Indiana,
while national funding increased by 11%

«  Per capita NIH funding remains well below the national average at $40 in Indiana compared to
$84 nationally

NIH Awards in Indiana, 2004 -2009 Change in NIH Awards in Indiana & the U.S., 2004 -2009
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Source: National Institutes of Health (NIH), Office of Extramural Research, Award Trends, Dollars Awarded by State, 2003—2009 11
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- Indiana patent activity highlights innovation in the life
sciences

*  From 2004-2009 more than 1,900 life science-related patents were issued to Indiana assignees
* 2009 was most active year since 2004 with 378 patents awarded

* Indiana’s growth in patent activity has generally remained just above that of the U.S.; after a
modest figure in 2008, the number substantially increased in 2009

Life Sciences Related Patents in Indiana, 2004 -09 Trend in Life Sciences Related Patents in Indiana and U.S., 2004 -09
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Source: Thomson Reuters’ Delphion Patent Analysis Database, 2004—-2009



Indiana’s has the 3" most life sciences exports in the U.S. — only behind California and
Texas; exports nearly tripled between 2002 and 2009 to $7.4 billion
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Source: IBRC
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The life sciences industry has a $44 billion economic impact on Indiana

Economic Impact Indicators (2009)

Sector

Total
Ag/Biotech
Pharma

Med Devices

Research Labs

Total
Ag/Biotech
Pharma

Med Devices

Research Labs

Source: IBRC using IMPLAN

Direct

50,002
4,002
17,760
20,264
7976

$26,833
$7,180
$12,286
$6,244
$1,123

Ripple Effect
Employment

105,500

24,000

46,500

28,800

6,200

Output (millions)

$16,840

$4,700

$7,300

$4,100

$740

Total

155,502
28,002
64,260
49,064
14,176

$43,673
$11,880
$19,586
$10,344

$1,863

Multiplier

Sl
7.0
3.6
2.4
1.8

157
1.7
1.6
1.7
1.7
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Sustaining a Growing Life Sciences Industry

The life sciences sector in Indiana has made considerable progress during
the past decade by better positioning the State in this growing global
industry.

But, seven specific challenges lie ahead for Indiana’s life sciences cluster
that will need be addressed through the three key components to a
growing life sciences industry:

Talent;
Capital; and
Technology.

15
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Challenges ahead for Indiana’s Life Sciences

Major changes in U.S./global life sciences industry

Identify issues -i.e. healthcare reform, regulatory and reimbursement uncertainty,
companies decentralizing, etc.

Ensure Indiana maintains and grows despite changing environment
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OrthoWorx is making progress, but must find additional ways to implement collaborative
approaches

Strategic collaboration between industry and universities

Federal and other funding resources are increasingly requiring deep and broad multi-
disciplinary and cross-industry partnerships for awards

Industry needs to partner more on discovery with research universities and other centers
and institutes

16
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Challenges ahead for Indiana’s Life Sciences

Critical seed/early stage capital gaps
Investigate additional sources of early stage funding

Positive state business climate

Maintain incentives to private sector that encourage life sciences growth (i.e. 21 Fund, adjusting
tax policies for angel and VC funding)

Alignment of economic development agencies and business climate policies

Future life sciences workforce
A realized partnership between industry and academia to address current and future
educational needs
Better communications channels between industry and academia

As manufacturing development and production becomes more advanced, a post-high school
education will increasingly become a minimum requirement for all life science industry
subsectors

U.S. leadership in medical innovation

Advocate for national policies and investment which further Indiana’s competitiveness (i.e. FDA;
federal tax incentives for industry; ongoing relationship for funding from NIH; addressing seed

funding gap)
17
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BioCrossroads: An ongoing catalytic organization

By sticking to a game plan over a multi-year period, BioCrossroads has enabled
Indiana’s life sciences sector to gain significant ground since 2002

Progress is proven through a strong quantitative success story
Industry concentration and specialization
Investment
Export growth
Patents
Business startups and expansions

Many success factors identified in 2002 have been (and continue to be) addressed

Indiana is today a national center in life sciences with the infrastructure and
established organization in place to better address current and future challenges

18



Walter H. Plosila, Ph.D., 7
/
\\ /
/ . . . . . . . .
— From under-recognized position in life sciences to innovation cluster
success story: Indiana since 2002

Indiana has demonstrated how to build a set of stronger clusters through creation of an ongoing catalytic
organization and sticking to a game plan over a multi-year period.

Indiana is now very close to becoming one of only two states in the U.S. to having both specialized and
large employment base in three of the four subsectors of the life sciences.
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Highly Specialized
1 of only 5 states with specialization in 3 of the 4 segments
Highly Compensated
$81,000 average salary compared to $38,100 for all jobs
$4 billion total annual payroll
Strong Research Universities
53.6% of total university research is in life sciences
Skilled Workforce
3,200 Indiana students graduated with a life sciences-related postsecondary degree in 2008
Positive Business Climate
220 life science startups since 2004
307 new life sciences establishments since 2002
Strong Philanthropic Support
$600 million+ in major philanthropic grants to life sciences research universities and institutes
Strong Public-Private Partnerships:
BioCrossroads launched 8 new sustainable life sciences enterprises since 2002
Access to Capital

$277 million invested in life sciences firms since 2004 19
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