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Yole Développement Y o muee

wYole Développement is a market research and strategy consulting company,
founded in 1998 with headquarters in Lyon, France.
W Our fields of competence include:
w MEMS
w Microfluidics

w Compound SemiconductoBiC GaN AIN, ZnQ
LED& HB LED, RF devices

w Power Electronics

w Photovoltaic

w Advanced Packaging (3D IC, T®), WLP)
w Nanomaterials

wWOur market research is performed by in-house personnel conducting open-
ended discussion based interviews.

w 20 full time analysts with technical and marketing degrees
w Primary research includes over 2,500 interviews annually

wWWe have a global customer base and a global view.
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Our Global Activity y'\
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Yole Développement Services Y o muee

Custom Analysis Services
wMarket research and marketiranalysis
wTechnology evaluation
wProcess cost analysis and Reverse costing
wFinancial services with Yole Finance

Publication of Market & Technology Reports
w20-25new reports eaclyear
wPurchase individually or through annual subscription
Custom Workshops
wCustomized data and information on any, o2 f elp@riise
wCompiled to answer your questions and presenteditm
Yole Media & Communication Support
wMicronewsg free magazing> 25,000 readers)
wwww.I-micronews.com website (10,000 unique visits/month)
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YOle F]nance From Technologies to Market

MEMS Players: An Analysis of Financial Performance

Evaluation of MEMS companies’ value
Complete databases (M&A and fundraising) and analysis

Presented by:
Géraldine Andrieux Gustin

Yole Finance - Financing Technologies to Markets
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financial performance and value.

w This Report includes:

financial perspectives;
C 2 complete excel databases of financial transactions:
wW MEMS fundraising database
w MEMS M&A database

performance ratios by business model.
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y YOLE FINANCE

MEMS Players: An Analysis of Financial Performance

w This report presents key metrics that are used to evaluate MEMS corporate

C the analysis of MEMS industry corporate performance with market and

¢ a benchmark of MEMS companies value multiples and financial




Content of the presentation y.\

This presentation will highlight the following points using extracts from the
report & a 9 aPlayers: An Analysis of Financialt SNJF 2 N | Yy OS¢

V General overview of the MEMS market and dynamics
V M&A market
V VC’s investment status

V Benchmark of MEMS companies financial performance ratio by business
model

V Conclusion
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MEMS MARKET OVERVIEW AND
DYNAMICS




MEMS added value

V Increase in product performance

V Add new functions with in-situ
measurement

V High level of industrialization making
lower prices for actuators and sensors
possible with high volume production

V MEMS technology is key for device
integration.
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MEMS Markets Value (MS)

2007

2008

2009 2010 2011 2012

MEMS market forecast by device in MUSS \
0

y YOLE FINANCE

& Emerging MEMS (auto focus, energy harvesting ...}
i Micro fuel cells

= Micro tips & probes

B RFMEMS

B Microfluidies for drug delivery

B Microfluidics for diagnostics

& Microfluidics for research

B Microdisplays

= Microbolometers

B MOEMS (fiberoptics telco, pspectrometers)
B Gyroscopes

® Accelerometers

B Si microphones

B Pressure sensors

m | heads

Source: Yole Développement




Main trends in the MEMS market A

YOLE FINANCE

\
¢ Inkjet head segment remains an important MEMS market, du mature
with no strong growth

C The pressure sensor market segment has stabilized in terms of market
size (about $1B).

C 2004-2008 has seen the large growth of accelerometers and gyroscopes.
Companies like Invense and Kionix capitalized on the inertial MEMS
market development.

C New products also emerge with good market potential:

w Microfluidics for research and diagnostic applications. More products
reached the market successfully and obtained market acceptance

W Si microphones
W Microbolometers.

C Those emerging market segments represent good market opportunities.
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Investment opportunities in MEMS Y vour e

Most promising MEMS market segments from market size and
growth potential perspectives

High growth MEMS market Market M$ Market M$ Mean annual
segments 2008 2012 market value
growth
2008-2012

Accelerometers 893 1747 19%
Gyroscopes 833 1474 16%
Microfluidics for diagnostics 479 1448 33%
Emerging and promising MEMS segments

RF MEMS 261 1154 46%

Si microphones 135 325 25%
MOEMS 198 369 18%
Microbolometers 187 356 18%

Source: Yole Développement
— ©2009 - 14
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Investment opportunities in MEMS Y vour e

Investment opportunities are likely to arise in application fields
driving the growth of the MEMS market.

* Consumer applications:
* Life Sciences and more precisely diagnostic applications

e Defense applications
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MEMS M&A MARKET
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Acquisition value of MEMS companies Y vous ravcs
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Source: Yole Développement

Year 2009 data is partial T through July.
Based on available data as presented in the Yole MEMS M&A database
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Acquisition value of MEMS companies Y vous ravcs

w The graph also shows an increase in value dispersion over the years.

W This trend illustrates the MEMS market consolidation with 2 main factors:

C Acquisition of leading companies using MEMS technologies in their
fields of activities

C Acquisition of start up companies that have been created in late 90’s /
early 2000.

W The median value of MEMS companies acquired between January 2000 and
July 2009 is $53M.

w The MEMS industry is getting more mature, we are expecting more larger
value deals to occur in the coming years.
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Acquisition by development stage ‘}'\

Higher interest for companies at commercialization stage

Qualification_ Closed
13% 1%

Developmen
13%

Commercializa
tion
73%

Source: Yole Développement
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Acquisition value by development stage (MS) %) Tous e

Higher value for qualification and commercialization stage
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Source: Yole Développement

Target development] Total acquisitior] Mean acquisitior] Max acquisition| Min acquisition
status value (M$) value (M$) value (M$) value (M$)

Development 116,7 19,5 55,0
Qualification 1934,3 276,3 1430,C 4,4
Commercialization 13366,7 361,3 3000,C 4,0

Closed 0,1 0,1 0,1 0,1
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Value Multiple — pure MEMS acquisition Y vos s

‘ Breakdown of Enteprise Value/Sales multiple

>10
EV/sales 7%
<10
Mean Median 14%
3,37 2,15 14,70 0,51

49

Source: Yole Développement

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

Mean value 0,8

Analysis based on data available i as presented in Yole Finance MEMS M&A database
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Value Multiple — pure MEMS acquisition Y vos s

* The comparison of EV/sales ratio BY MEMS product shows:
U Higher ratio for:
V  Humidity sensors
V Biorelated applications companies
V Optical actuators (mainly in 2000-2001)

U Lower ratio for:
 |Inertial sensors
* Pressure sensors

Microfluidics.

* Mean EV/sales value of acquired MEMS companies is in between
those of the semiconductor and the sensors/instrumentation fields

e © 2009 « 22
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Value Multiple = MEMS in comparison Y vore maxes

* The current trends in MEMS industry consolidation are likely to impact
MEMS EV/Sales value with an evolution towards:

V standardization,
V larger interest from semiconductor players and systems manufacturers
V and larger access to high volume market (especially consumer).

* The more the company is vertically integrated, the higher the EV/sales
value (ex. Humirel for humidity sensors, | stat for bioMEMS...)

* But EV/sales ratio is also intrinsic to the target’s performances and
achievements.
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M&A MEMS transactions LY
% cross industry versus same industry S e s
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Source: Yole Développement
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MEMS M&A - Market consolidation trends ‘}'\

e MEMS industry consolidation will occur in the coming years.

V Consolidation of the MEMS foundry business with the emergence of
bigger leading companies.

V Acquisition of emerging companies with key differentiation
technologies as presented in the section of the report dedicated to

“status of VC investment in MEMS”

* With the financial market going back to normal, the number of M&A MEMS
transactions will increase to reach figures comparable to 2006-2008.
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VC INVESTMENT STATUS




VC investment in MEMS companies
over the period 01/00 - 07/09

A

y YOLE FINANCE
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2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
mmm Total investment (M$) 239,0| 477,6| 218,2| 173,1| 296,2| 286,2| 219,8| 494,7| 2225 77,3
—Number of transaction 26 34 34 35 41 32 26 32 21 7

Source: Venture Source i Yole Développement

— © 2009 *+ 27




VC investment in MEMS companies ‘}'\ m—

W 95% of VC backed companies are reaching series B financing.

w VC’s are consolidating their participation in MEMS companies. They are
supporting their participation to reach commercialization achievements.

W We are expecting a large increase in acquisition of MEMS VC backed
companies by 2011-2012.

Most VC’s will be willing to exit at that time.

Depending on the financial market conditions, IPO could also then become
an option.
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MEMS VC investment status Y vous raer
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VC MEMS investment status ‘}'\

* MEMS is an attractive investment field for investors .
42% of VC backed companies are currently under commercialization.

* Only 10% of VC backed companies are out of business. 53% of them were
active in optical MEMS.

However despite the burst of the optical bubble in 2001-2002, 24% of optical
MEMS companies have been acquired.

* The MEMS market is very fragmented. MEMS find applications in a broad
range of fields. A large number of companies both semiconductor and systems
manufacturers could be interested in acquiring MEMS companies. It thus
increases the range of possibilities and opportunities for VC’s looking for exit
options.
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MEMS VC’s investment status . AN
Companies under commercialization by product TR IR
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Source: Venture Source i Yole Développement
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BENCHMARK OF MEMS COMPANIES
FINANCIAL PERFORMANCE RATIO BY
BUSINESS MODEL




MEMS COMPANIES FINANCIAL PERFORMANCE RATIOS I\

Gross

margin

margin

y YOLE FINANCE

Fabless

Foundry

Fab
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Mean

Median

Mean

Median

Mean

Median

50%
50%

34%
16%

45%
44%

Overatin Net R&D General adm.
P & profit expenses/ | and selling exp.
margin | sales / sales
20% 17% 21% 12%
20% 18% 20% 12%
9% 4% 8% 6%
6% 6% 7% 7%
10% 5% 17% 19%
11% 7% 19% 16%

Source: Companies annual report and Yole Développement

The analysis includes a panel of MEMS and semiconductor
companies detailed in the report




MEMS COMPANIES FINANCIAL PERFORMANCE RATIOS \}I\y OLE FINANCE

W The comparison of P&L ratio per business model indicates that the Fabless
Business Model is the most profitable business model.

w In the semiconductor industry, EV/Sales and current ratio are higher for
fabless companies.

w “Turnover is vanity, profit is sanity, cash is reality”.....
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MEMS COMPANIES FINANCIAL PERFORMANCE RATIOS \}I\y OLE FINANCE

TODAY’S REALITY:
w The MEMS fabless business model is still emerging.

w A few players are making great success like Invensense but many fabless
companies are facing important issues to enter in production (Discera,
cardioMEMS, Sitime....).

w Fabless business model is expected to be a very promising business model
but execution is still difficult and risky.
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CONCLUSION
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Conclusions Y o muee

W In the coming years we are expecting a further consolidation of the MEMS
industry through:

C Cross industry consolidation especially through acquisition by systems
manufacturers companies

¢ MEMS consolidation especially for the foundry business model.
¢ Vertical integration of MEMS companies

W Most M&A transactions are expected in inertial sensors and microfluidics.
W The most attractive applications field are consumer and life science.

w In the coming years, VC’s will start executing exit strategy to obtain best IRR.
Depending on their success, VC’s interest in the MEMS field will increase as
well.
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Conclusions Y o muee

W How to optimize your value creation process?

¢ Asa MEMS company:
w Focus your efforts on customers acquisition and sales generation
w Assess you current supply chain positioning and ability to increase cash generation

w Consider strategic investors to reinforce your production capacity and market
positioning to win the race to lead your market with a suitable growth strategy

¢ As a MEMS strategic investor:

w Be aware that MEMS is still evolving. The industry is still facing technological and
industrialization challenges to overcome

w Make sure your target valuation takes into account the right milestone achievements
and MEMS technology penetration rate.

W Get support in the acquired company’s integration to optimize your investment

w The growing and very fragmented MEMS market represents and will
represent in the coming years good investment opportunities.
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Yole Finance Services

Yole Finance is corporate finance unit of the Yole group.

A\

y YOLE FINANCE

We are specialized in M&A transactions and in supporting and financing the
growth of start up companies.

Sell-side M&A

> |dentify buyers, initiate
and execute marketing
process

> Structure, negotiate
and close transactions

Financial Advisory
> Fairness opinions

> Valuations

Sell-side
M&A

Corporate
M&A finance

Buy-side

Financial
advisory

Buy-side M&A

> Assist in establishing
acquisition rationale

> |dentify and prioritize
targets

> Structure, negotiate and
close transactions,
including third party
financing

Corporate Finance

> |dentify financing sources
and negotiate terms

> Advise on optimal size,
form, terms and timing
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Géraldine Andrieux Gustin
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.\ +33 6 75 800 829
y YOLE DEVELOPPEMENT

Jeff Perkins
General Manager - Yole Inc

+1.650.906.7877

Karen Lightman
Director - MEMS Industry Group
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MEMS INDUSTRY GROUP™ +1.412.390.1644
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