ev3’s Strategic Planning and Alignment Process
“Doing the Right Things.... Right”

Dave Mowry, President Neurovascular Division
Irvine California
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Level Setting

A Brief History of ev3

Venture Funded Minneapolis MN Start-up, founded in 2000

Founders — Group of disempowered / disgruntled Medical Device Professionals
— “Wanted to Created a Place where everyone could make a difference”

Business Model - Acquire & Develop products specifically for unmet needs
— Cardiovascular,
— Peripheral Vascular, and 3 Endovascular Markets = EV3
— Neurovascular

Re-focused & Dedicated to the underserved PV and NV Markets in 2003

Growth fueled by a steady flow of Organic Development & Acquisition
— Microvena (Minneapolis, MN) - 2003
— MTI (Irvine, CA) - 2005
— FoxHollow Technologies (Redwood City, CA) - 2007
— Chestnut Medical Technologies (Menlo Park, CA) - 2009
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Our Strategic Planning Efforts were retooled in

2008 at a pivotal point in our company’s existence

ev3in early 2008

« Onthe end of atough M&A integration

* Reactive, “Fire-fighting” culture
« Lack of external credibility

« Unsatisfied Constituents
— Customers

— Employees, and

— Shareholders
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Enter a Man and a Vision.....

e Bob Palmisano, CEO

« HPMS - High Performance Management System ;

— A single page strategic plan......

.

g §
A Step-By-Step Guide __
To World-Class Performance

— Aligns resources to “Vital Few” Initiatives

— integrates Corporate Priorities with Individual

/ Richard C. Palermo Sr. S
2003 3 )
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What is the High Performance Management System
and how does it fit within Strategic Planning?

The integrated process by which a company involves and aligns its
employees in accomplishing the goals and objectives of the
organization.
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The HPMS is built on Shared Values — The Values

selected are designed to transform the organization

Customer needs are understood and considered in every decision. We ensure
Customer 1st every customer contact, both internal and external, is accurate, respectful, prompt
and meaningful.

We establish clear objectives, surround ourselves with talented people, and then get

U S ETIER! out of their way.

We say what we will do, and do what we say. We reach agreements and hold each

Accountability other equally accountable.

We achieve results through open collaboration where the talents of each team

Teamwork member enable the greater success of the team.

Candor We express our honest intentions in everything we do.

The Vital Few programs are our top priority; we reject complacency, embrace
Sense of Urgency change and courageously confront obstacles to deliver on-time results.

We seek to continually increase our efficiency by following a disciplined approach to
assess and improve our business processes; we seek breakthrough improvements
and Best in Class performance.

Continuous Process
Improvement
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... and focuses on delivering value to the company’s

three constituents in a balanced scorecard approach.

DELIGHTED SATISFIED
CUSTOMERS SHAREHOLDERS
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The Success Cycle

Strategic Alignment Execution of Strategic Objectives
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HPMS Strategic Planning Process Overview

Step 1. Determining Current State - Where are we today?

Competitive Summaries Customer Survey

Market Model

Worldwide PV Market (Core Segments $M) Customer Satisfaction
Delighted : =
Customers Nl )
Employee Survey
Motivated
Employees
B Timing
Satisfied 2X Year
Shareholders Spring / Fall
0e
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HPMS Strategic Process Overview
Step 2: Setting the Desired State - Where do we want to go?

Company Vision: To be recognized as the best ...

Delighted Current State Desired State
Customers 9% would recommend us to 100% would recommend us to
their peers and colleagues their peers and colleagues
. Current State Desired State
Motivated 9% would recommend us to 100% would recommend us to
Em p|0yeeS their peers and colleagues their Ppeers and CO”E&gUES
Current State Desired State
o Revenues Revenue Growth
Satisfied Gross Margin
Shareholders Profit

Gross Margin Improvement
Increased Profit
Increased Cash Flow

Balance Sheet

Timing

2X Year
Spring / Fall
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HPMS Strategic Process Overview

Step 3: Building our Plan - How will we get there?

Opportunities

Opportunity Tracker

Selection

Resource
Assessment

Sequencing

[Ese———
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Timing

2X Year\
Spring / Fall
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HPMS Strategic Process Overview

Step 4: Aligning our resources to the plan

Consolidated Portfolio and Financial Models ‘
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— - Projections H Industry Comparison
2008 2009 2010 HG MT LCC All
Saloons Revenue $220M $280M $340M $337M $143M $6.1B $337M
Jes Gross margin 67% 70% 73% 69% 72% 71% 69%
Erbole Frotecton SGRA 55% 52% 47% 46% 55% 36% 39%
R&D 13% 13% 13% 9% 13% 12% 11%
_ i Operating margin | (10%) 1% 10% 17% (9% 20% 16%
TroTbeciory Foston
e Revenie growth 51% 10% 18% 21% 20% 11% 19%
EPS ($0.10) $0.14 $0.75 - - - -
L 2008 Finance Success Tree
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<. 2008 Peripheral Vascular St

2008 Human Resources Success Tree

Viston

008 Legal Success Tree

<L 20081

westor Relations Success Tree

& shared Values

Qshared Values
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HPMS Strategic Process Overview

Step 5: Implement our plan & connecting the organization

Success Tree Cascade MBOs
. ogsurporat%@ e
Closers =— =
]
coivisionaley cp |
Chosors = i . ] i :

_ Degpartmental, g Job Tickets

e Py Closors

Individua y Gap

Chosors

Customar
BatEfaction

Timing

Ongoing
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We have realized a significant turnaround in all

three constituent groups

Increasing Employee Motivation Increasing Delighted Customers
100% 100%
80% 80%
60% 60%
40% 40%
20% 20%
0% 0%

1H'08 2H'08 1H'09 2H'09 1H'08 2H'08 1H'09 2H'09

BV Bty = Satisfying Shareholders %>

HMASDALR
+1757

W +1507
ﬁﬁﬂHﬁﬁmﬂgmﬂﬁﬁHh“Jmmmjmmﬂm$$dWm“¢m;mwhdm +125%
+1007,

+757

+307

+257

M w

T A

eo
€V 3 Your endovascular company.”

CONFIDENTIAL - Internal Use Only 15



T "

Key Lessons and Experiences with HPMS

,\\\\ - It takes time
RS * The journey is littered with obstacles
SRR Wt
SN S - Stay true to the system
SR G e U R ¢
A 3 * Celebrate the small victories
' ™

« Commitment comes for the Top

. * Invest in HPMS / Strategic Alignment

whenever possible - .
>
'

* Perfection is youl';%e % ?“’
: 0 , & ¢ .
et ’ G




