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Distribution of employment in California’s
biomedical industry by sector

Sacramento County: 2,990 11%
Bay Area: 51,255 19.2%

Ventura & Santa

Barbara Counties: 9,463 3.5%
Los Angeles County: 42,383 15.9%
Orange County: 30,092 11.3%
San Diego County: 27,510 10.3%

Riverside/San Bernardino
Counties: 6,338 2.4%

Source: Bureau of Labor Statistics Quarterly Census of Employment and Wages
and Company Specific SEC filings.
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California’s biomedical
industry strength
focuses on translating
basic research and
discovery into
treatments that serve
patients and their
caregivers.

2.3%
6,148

11.8%
31,432

40.2%
107,467

14.8%
39,603

30.9%
82,621

California biomedical employment
by sector

® Medical devices, instruments &
diagnostics
Biopharmaceuticals
Academic research

Wholesale trade

® Laboratory services

Source: Bureau of Labor Statistics Quarterly Census of Employment and Wages and Company Specific SEC

filings.
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California biomedical
job losses precipitated
by the financial crisis of
2008 have set the
industry back to 2006
employment levels.

California total biomedical
employment by year

2010

267,271

2009

267,772

2005 | -
2007 | -
2006 |

Source: Bureau of Labor Statistics Quarterly Census of Employment and Wages and Company Specific SEC
filings.
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Significant job growth in

Riverside and San

Bernardino Counties is

positive news for an
area hard hit by the
housing crisis.

Changes in California biomedical
employment by cluster

(March 2010-March 2011)

California
3959
Riverside & San
Bernardino Counties 3703

Orange County

Bay Area

San Diego County

Ventura &
Santa Barbara Counties . 101

Los Angeles County 54 I

Sacramento Count
Y245

-500 0 500 1000 1500 2000 2500 3000 3500 4000

Source: Bureau of Labor Statistics Quarterly Census of Employment and Wages and Company Specific SEC
filings.
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California biotechnology and medical device companies
are responsible for 27 percent of the products in the
nation’s biomedical pipeline.

California companies
have 699 products and 100%
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Source: BCIQ: BioCentury Online Intelligence
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Change in California biomedical
employment by sector.

Growth in the

biobh tical q Average annual
Iopharmaceutical an Biomedical sector 2008 2010 growth rate

wholesale trade sectors Academic research 40,550 39,603 -0.59%

helped offset losses

elsewhere, netting out Biopharmaceuticals 77,091 82,621 1.75%

.tO essentially flat _ Laboratory services 6,215 6,149 -0.27%

industry growth since Medical devices, i

2006. instruments & diagnostics 112,533 107,467 -1.15%

Wholesale trade 30,612 31,432 .66%

Source: Bureau of Labor Statistics Quarterly Census of Employment and Wages and Company Specific SEC
filings.
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FDA regulatory
environment, access to
capital result in a lack of
innovation/R&D
productivity.

Prioritize the greatest threats to the industry's
growth in the next 5 years.

Pricing pressure

o
g Unprepared workforce
(5]

§ Lack of data/

= Ability to demonstrate
+ effectiveness

o

(2]

s

(¢B]

-

Product liability

FDA regulatory
environment

Access to capital

Lack of
innovation/R&D
productivity

Government intervention

Healthcare reform implementation

Intellectual property
protections
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Has the company delayed a research or
development project in the last year?

(Respondents were allowed to choose one response)

Company research is 100

being delayed. 90 -

80 A 74.2%

50 A
40 A

30 -

25.8%

20 A

10 A

Yes
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Funding and
regulation hampered
R&D activities.

Why did the company delay the research or
development project?

(Respondents were allowed to choose multiple responses)

Funding not available

40.2%

Regulation (FDA, EPA, SEC)

Change in corporate priorities or strategy
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Access to capital is the
most influential state
policy to keep
innovation in California.

Rate the influence each of these STATE policy
Issues has on the industry’s ability to keep
biomedical research, innovation and
Investment in California.

Access to capital

72.9%

Tax incentives for innovation

Corporate taxation

Workforce preparedness

Duplicative regulation (state, FDA, CalEPS, etc.)

37.5%

o

10 20 30 40 50 60 70 80
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More biomedical
companies held their
operations steady or
expanded during the
past year than reduced
operations.

Have the following activities expanded, held
steady or reduced for the company’s
operations inside California in the past year?

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

mExpanded mHeld Steady =~ Reduced
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57 percent of CEO’s
anticipate R&D activity
to expand inside
California.

Will the following activities expand, hold
steady or reduce the company's operations
Inside of California over the next two years?

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Will Expand = Held steady = Will Reduce
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56 percent of CEOs
anticipate
manufacturing activity
to expand outside
California.

Will the following activities expand, hold
steady or reduce the company's operations
outside of California over the next two years?

Manufacturing

General and administrative

Workforce (Staffing)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Will Expand = Held steady = Will Reduce
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Rate the influence each of these FEDERAL
policy issues has on the industry’s ability to
advance biomedical research, innovation and
investment in California.

FDA reform is the
number one federal
issue affecting R&D.

FDA regulatory processes 2

Coverage and
reimbursement policy

International intellectual

property/patent law 1

Tax and finance issues

Science funding e.g. NIH

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Not at all m Somewhat important = Extremely important

2012 California Biomedical Industry Report 14



Industry confidence in
the FDAis low.

To what extent do you agree with each
of the following statements

The current FDA approval process
has slowed the growth of our 4.3 Agree
organization

The U.S. FDA regulatory approval :
process is the best in the world cisl Disagree

Within 5 years another state could
conceivably recreate the ecosystem 6.4
that has made California the leading
biomedical region in the world

Within 5 years another country could
conceivably recreate the ecosystem 5.4
that has made the U.S. the leading
biomedical region in the world

0% 20% 40% 60% 80% 100%

Strongly disagree = Disagree mAgree mStrongly agree
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Most attractive biomedical markets for
research and development outside of

California
Other states and
countries are competing Greater Boston _ 74
for California biomedical
operations. North Carolina _ 31

Minneapolis-St Paul 27

Other

Washington DC Corridor - 12
Washington - 9
New York . 5

Phoenix . 3

Iy
o

Response

o

10 20 30 40 50 60 70 80 90 100

Frequency as a Percent
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Companies are expanding operations
to international markets

Operations have
Eastern Europe 5%

expanded to every g
major continent, with ?A&D Gt 1;’//0
anufacturing 1%
greatest GaA 1%
concentration of  Western Europe 45% ,} t Workforce 2%
companies Sso far in R&D 12%
Western Europe. Manufacturing 10%
G&A 10% Y
Workforce 13%
China/East Asia 24%
Middle East 1% R&D 7%
R&D g/l;’rlufacturing ico}/ﬁ
Manufacturing .5% 0
Loy G&A g " India/South Asia 9% Workforce 4%
Workforce - R&D 2%
Manufacturing 4%
9 G&A 1%
S;g}'; Amarcs 8(2’ ‘ Workforce 2%
Manufacturing 22& Aiistissla 7%
oy f’ R&D 2%
Workforce 3% Manufacturing 1%
G&A 2%

Workforce 2%

2012 California Biomedical Industry Report



Indicate which of the following finance
sources you utilized last year and which you
plan to use in the coming year:

reflect the industry’s
economic
26
corporate venre. |
28
I . 23
Corporate parneringricensing | ——
NGOs/Disease foundations “ 11

IPO or follow-on public offering

I\‘

8
21
0 5 10 15 20 25 30 35 40 45

®mLast 12 months ® Next 12 months
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For more information

California Healthcare Institute
Nicole Beckstrand
beckstrand@chi.org

(858) 456-8881

PwC
Attila Karacsony
attila.karacsony@us.pwc.com

(973) 236-5640

BayBio

Travis Blaschek-Miller
travis@baybio.org
(650) 871-7101 x207
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