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Lonza - Brief Description

Predominantly life science driven company
headquartered in Basel (Switzerland)

Sales of CHF 3.1 billion in 2007

Lonza operates 24 production and R&D facilities in
eight countries and employs 7670 people worldwide

Leading custom manufacturer of chemical
intermediates, active ingredients and
biopharmaceuticals for the main application areas of
pharmaceuticals, animal health medicine and
agrochemicals

Lonza offers organic intermediates for a wide range
of applications, anti-microbial and associated
products, as well as polymer intermediates and
compounds

For more information pl ease

website at www.lonza.com
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http://www.lonza.com/

. onza Mammalian Cell Fermention
Business Profile

* Exclusive custom manufacturing of monoclonal
antibodies and recombinant proteins using
mammalian cell cultures

* Main customers: pharmaceutical and
biotechnology industry

« 20 years of experience (industrial scale) of
mammalian cell culture (manufacturing of more
than 250 cell lines and development of more than
300 processes)
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Overview of Parsons

Parsons is one of the largest 100% employee-owned management,
engineering, and construction companies in the United States, with
revenues exceeding $3.3 billion in 2006.

Parsons is able to overcome the toughest logistical challenges and
deliver landmark design-build projects across the globe. They have

the ability to plan, design, construct, and operate diverse facilities

and I nfrastructure systems that nh
63 years.

With more than 11,000 employees located worldwide, they work with
an increasingly diverse group of global customers and stakeholders
while providing dependable services.

In the Life Sciences group, Parsons provides technical and
management solutions to life science and consumer product
customers by offering a full range of planning, facility development,
and validation services.
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Current Lonza Projects

Lonza Biologics iIs building two separate 300,000 sq. ft.
manufacturing facilities in Singapore and a 300 000 sq. ft. addition to
the existing Portsmouth facility for mammalian blopharmaceutlcal
manufacturing.

Our current responsibility is for the procurement of all process
equipment for the 18t Singapore facility scheduled for mechanical
completion 3 gtr. 2008

Lonza has hired Parsons for their
agent in the procurement of the process equipment.

Responsible to procure the equipment, provide project expediting
and ensure the product gets delivered to the site to meet the
construction schedule.
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Pictures of the Singapore Project
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Picture of a Bio-Reactor
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20,000 L Bioreactor System w/Add Tank Modules




Challenges in Global Capital
Procurement

Unique supply base, limited abillity for
competitive bidding

Impact of global commodities on long term
pricing

— Commodity Prices (Stainless Steel)

— Labor (Experienced)

— Labor rates

Lead times 16 weeks + Long Lead Times
Make to order / specifications
Global logistics
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Stainless Steel pricing

The demand has increased substantially in the United States ,
Europe, China and Korea .

China and several other countries have limited the export of raw
materials used in the production of steel, e.g., iron ore, coke).

The cost of other raw materials has also escalated over the last 12 -
18 months, in particular, the cost of nickel metal.

Prices have escalated 36% for some forms of product since July
2006

Lead times exceed 16 weeks for high demand product

international currency and petroleum also play a major role in driving
steel prices for US consumers.

The steel industries in the United States also face higher _
manufacturing costs, due in part to higher energy and transportation
costs, as well as the rising cost of healthcare for employees.
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Stainless Steel Pricing

Stainless steel sheet prices
may have peaked

imonthly, spot overage, S/net ton]
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Global Capital Procurement Process

Develop

Interview key
stakeholders
Requirements by
site.

Global supplier

details

technical equipmer
specifications
Approval of
bidders lists
Commercial

terms of

package

—

Management
reporting

RFQ tracking
Bid evaluation
strategies
develop action

plan (s)

Bid Tab Analysis
Pre award
Meeting

R.F.l.
Recommendation

for Purchase

Notification of
successful bidder
Final Negotiations
notification to
other bidders
institute contract
management

process

Kick off meetings
Program team in
place

Order tracking
Expediting
Regular project
communication
Close Out

Process

Strategy
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Procurement Process

 Development of the Request for Quote (R.F.Q.)

- Development of the Technical Equipment Specifications
- Drawings and Specifications
- Required Bill of Material (B.O.M.)
- Electrical Specs / Piping Specs
- Required options

- Approval of the bidders list - Pre-qualified
- Engineering sign off
- Manufacturing sign off
- Commercial sign off
- Dun and Bradstreet reports

- Commercial Terms of the package
- Terms and Conditions
- Payment Terms
- Special Conditions
- Delivery expectations

2007 Northeast Supply Chain Conference &
Educational Exhibition



Procurement Process (ont)

 Development of the Request for Quote (R.F.Q.) (cont.)

- Possible Pre-Bid Meeting
- Pre-issue package prior to the meeting for vendor review
- Is the package complicated enough to require a meeting?
- One meeting with all vendors present
- One point of contact

- Allow vendors appropriate time to respond to RFQ

- Record receipt of package into RFQ Log (more in a minute)
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Procurement Process (ont)

« Commercial / Technical evaluation
- Build a Bid Tab Analysis
- Hold pre-award meeting for complex items
- Request for Information (R.F.1.)

« Award of Purchase Order Process
- Notification of successful vendor
- Negotiation with selected vendor
- hegotiate with decision makers
- negotiate in person not via phone
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Procurement Process (ont)

- Award of Purchase order
- Involve vendor Accounting Department
with terms negotiated

- Inform of submittal process i.e. invoices,
drawings, RFI, etc.,

- No allowed changes without Approved
Change Order process.

- Notification of non-selected vendors

- Kick off meeting for technical / commercial
Issues

- Who attends from both sides
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Procurement Process (ont)

 Unit Pricing

Leverage your buying power

Tally of Common Items (i.e., valves, mixers, sight
glasses)

List of Supplies
Negotiation of Best Unit Pricing Package

Negotiation Beyond Pricing (i.e., length of contract,
Increased warranty period)
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Procurement Process (cont)

Shipping
« Knowing the Inco terms
« Using freight forwarders

- Defining their responsibilities — trucking, containers, tarps,

straps, port fees, surcharges, storage, scheduling ocean
shipments, Customs, etc.

» Vendors responsibilities for packaging and crating

- Issues that can arise — proper restraints, cradles, shrink
wrap, required shipping drawings, etc

- Defining their responsibilities

Insurances
» Getting contracts in place
e Surveys / Pre-shipment advises
« Damage claims
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Request for Quote Log

Information to track:

- RFQ reference number

- Date RFQ target to be sent out

- Pre-bid meeting date (if required)

- List of vendors to whom RFQ will be sent to
- Actual date RFQ sent out

- RFQ due date

- RFQ package receipt date

- Purchase order award date

- Responsible Engineer(s) for the package

- Responsible Procurement person
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Sample i Request for Quote L og

RFQ DUE BIDS DUE BIDS PRE-BID TARGET / AWARD
BP / RFQ DESCRIPTION ouT VENDORS [[RFQ SENT Back |recevedl meering DATE
2001 1 Centrifugal 24-May-06 08-Sep-06
AWARDED ABC Co. |24-May-06 16-Jun-06 22-Jun-06 13-Sep-06 LOI
DEF Co. 29-Sep-06 PO

GHICo.  24-May-06 16-Jun-06 23-Jun-06
JKLCo. |24-May-06 16-Jun-06 27-Jun-06
MNO Co.  24-May-06 16-Jun-06 Backed Oul
PQRCoO.  24-May-06 No Bid

2002 2 1000 liter tz 11-Sep-06 PSR 03-Nov-06 |

AWARDED ABC Co.  08-Sep-06 06-Oct-06 09-Oct-06 X  15-Nov-06
DEFCo.  08-Sep-06 06-Oct-06 06-Oct-06 X
GHICo.  08-Sep-06 06-Oct-06 06-Oct-06 X
JKLCo. | 08-Sep-06 06-Oct-06 06-Oct-06 X
MNO Co.  08-Sep-06 NEW QUOTE 27-Nov-06 X
PQRCo.  08-Sep-06 No Bid X
STUCo.  08-Sep-06 No Bid X
VWX Co.  08-Sep-06 No Bid X
2003 3 Electrical P 13-Sep-06 BARSERRR) 03-Nov-06
AWARDED ABC Co.  15-Sep-06 13-Oct-06 13-Oct-06 X  17-Nov-06
DEFCo. | 15-Sep-06 13-Oct-06 13-Oct-06 X
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Administration of Purchase Orders

Administration of Purchase Orders
-Handling R.F.1.6s, nmmansueices of meetings, e

- Insuring timely responses for requests for change orders and issuance of
approved orders

- Change orders must be submitted to Procurement to
identify the change, the cost implication and the
schedule impact

- Monitoring of Engineering submittals, procurement of critical long lead items,
fabrication schedule, payment of invoices and shipment schedules

- Expediting of critical vendors
- Phone calls, e-mail and personal visits
- Establish Expediting Report and Distribution Matrix

- Monitoring Equipment Receipt, Inspection and Storage requirements
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Close QOut Process

* Confirm Receipt of All Contracted
Deliveries;

—Equipment

—Spares (Start-up) (Consumables)
—Documents (TOPS)

—Services (Start-up)

« Confirm Back-charges are Closed Out
* Final Invoice Approval
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Stages to a Successful Plan

 Proper document control for:

— RFQ documents

— E-mails / correspondence
— Quotes

— Purchase Orders

— Drawings

— Technical Specifications
— Audit Trall
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Key Success Factors

e Under budget & on time

— Track savings in a log noting original costs vs. negotiated
costs

* Negotiated Extended Warranties

— 18 months from Mechanical completion

 Maintenance of Expediting Activities to

Ensure On Time Status
— RFQs
— Equipment
— Delivery
— Payments
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Project Warnings Signs

Project Management
- Time to design the equipment
Time to pull the RFQ package together
Reviewing the vendor proposal for clarifications and exceptions
Assist in the negotiation
Kick off and weekly project meetings
Factory Acceptance Testing (F.A.T.)
International shipping requirements for packaging and crating
- Vendors with experience
- Incoterms
- (Ministry of Manpower) - Special Regional Requirements
- Proper crating experience
Support services from Vendors once product is in country
- Spare Parts 1 Service / Support
Choosing your vendors
- Existing vendor base
- Capacity issues
- Raw material impacts such as Stainless Steel

2007 Northeast Supply Chain Conference &
Educational Exhibition

.,



Project Warnings Signs

Electrical issues

- Dealing with vendors with little experience with
different voltages

Time to negotiate contracts
-l ssues ari se with Ter ms &
- Internal legal support

Exchange rates

Vendors who have international shipping experiences

Vendors Project Team

- Interview the team and select the team that will work
well together

-Understand the vendor ' s: r ef

understand how problems will be resolved
|

g

2007 Northeast Supply Chain Conference &
Educational Exhibition



Questions???
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