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B o150 & We initiate aSellrecommendation oasa | ar Sol ut i onso fmifi&MBELY b ayea thget
2 $100 Y $40 5 price of $51 implying $5 below the buyout offer price from Teleflex, Inc. of $56 on December 20ib. Our
§ 550 w__/ $20 § recommendation isupported by:
I
I <
o qauaggne ¥ > acquisition Analysis
E S 55555 On December 2nd, Vascular Solutions exdea definitive agreement to bequired by Teleflex for $56 a share, §
O billion transaction value. The Board of Directors voted unanimously to approve the transaction. The deal is still
IHI VASC to shareholderapprova) if approvedthe transactiois expected to close in the first half of 2017. The Company \
trading at $55.1@rior to the announcement, whictesults in a 1.% premium, and over th@0-day average stock
= price a 16% premiumWe have eason tdelieve investors hayericed inthe @ mpany 6 s f ut suthue
tock Data allowing a perfect time for management to announcéethaer offer We now know the sentiment of CEO, Howal
52 Week Range $24.34-$57.15| Root withhisr e ma r k , il am not wi Ihédemsaopal risloassacateiihrbeing thel CED ofla
Market Value $981.2M public .medical dv i. ce company 0. We un .d er sMr.aRr.)qd.feltﬁnhm fivpyear taWspitI
Enterprise Value $942.1M regarding théShort Kio litigation. We believe the tender offer is higher than the iniciaalue of Vascular Solutions
' by 9.8%.
Diluted Shares Outstandil 17.57M y
Dividend Yield 0.0% Unique Market Position
Float 96.1% Vascular Solutions operatesrithe marketthathaveallowed the Company to grow revenue at a ¥3@AGR over
Top 10 Inst Holders 43.6% thg.Iastseve.nyears.VascuIar Splutipn§ islwell positioned petween companigspitoduce product Iinp; over.$10
Rnanelcoverage 5 million andfirms that lackeffectivedistribution methods for its products. The Company has been minimally impe
by macroeconomic conditions within the currghdbal medical device industry, valued at $345 billioras¢ular
Beta 117 Solutions relies on its ability to create unique markets for products and does not solely rely on increased inten
P/E 79.8x procedure volumes.
EPS $1.11
Price/Book 5.0x Strong Product Pipeline _ i _ _ ' _
Price/Sales 5.4% Vascul ar Solutions6 product pi peddoverd00ipreductsienten the mark
— - with 12 new product launches expected in 2017, and an additional 28 in development. Management plans to
Key Financials (TTM) at least 10 products a year to sustain deddi revenue growth. We believe a strong product pipelivethe ability
Gross Margin 64.0% to gain FDA approval in the medical device industry is important for thedsuccess of tHeéompany. In 2015, the
Operating Margin 8.4% Uu.Ss. Army agreed to fund trials of (VeReRMmgrodstod
Net Income 12.14M designed to ssig soldiers on the battlefield kgpeechgup t he bl ood wadgudtidndastade )p.r
ROA 8.10/ successful, this pduct is expected to come to market in 2019 upon FDA approval, anitbstinated market
70 opportunity of $100 iflion annually.
ROE 9.1%
Cash Flow ROIC 9.8% Strategic Distribution Methods
Cash Ratio 28x VASC has a 10personU.S sales team, some of which are certified physicians. The Company relies greatly
Current Ratio 6.4 expertise of its sales staff to promote the quality of its products. The direct sales force is strategically |tivate
' East and Southeast regions of the United States where heart disease is more prevalent. VASC has been able
Total Debt $0 a fixed base salary and consistent sales force headcount. Manabesnadicated that it expects to be able to douk
EBITDA $19.88M t he Compeavreynbuse wi th its current sales staff. Due
- - training of its sales force in order to combat potential litigation related to marketing its products. The Compar
Valuation Analysis high standards for its sales teand @aman average year terminates the bottom 10%.
DCF Entetprise Value $853.393
Less: Net Cash (Net Debt) s1491] Acquisition Risk Analysis
, Vascul ar cBrent stiotkipice is hading $0.B8low the offer price, implying a 0.45%turn. We do not
Equity Value $804.884 believe this limited upside is worth holding the stock, as therdaginot be approved. Our valuation indicates tl
Number of Shares Ouistanding MM) 17568 |  {he Company is wort#i51 a share, reiterating o&ell recommendation.
DCF Value per Share $ 50.94
KeyFinancalsandRatios 20140  2005A | 206F  207F 01 209F  0E  0E Monte Carlo Analysis
Total Revenue S126099 §147,200 | $167000 S190380 $217,033 S248503 $284536 325,74 71% (SELL) 8% (HOLD) 21% (BUY) |
NetOperatinglncome 519927 13509 [ S20533 641403 $S2.210 $65510 S79575  $a3,0R2 1,200 P
Operating Margin 58 9% | 129% 28 WI%  264% B0 286 1,000
Net Margin 01% 71% | 9% MS% 159 4% 185% 189% | ¢ 3
[nventory Turns 25 2% 28« L8 1 17 1k L %‘ 600
Return on Equity 1% 8M | 15%  165% 9% 174%  03% e | T 4
Free CashFlow/Share 026 S04 | %039 6188  S195 28 268 805 200
N
Returnonlnvested Capital 112% 8% | 107%  150%  154%  158%  158%  153% ) o N N N
S FLLSF LSS %\““‘ & 55? ,;"3’ %\"’h‘ & s;"’“
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Business Descriptiorand Key Products

Founded in 1997, Vascular Solutiongisiedical évice companjocusedon clinically advanced solutioria four
major segmets: Inteventional Cardiologylnterventional Radiology, Phlebologgnd Electrophysiolog{Figure
1). Headquartered in Maple Grove, Minneso¥asular Solutions hagprovided physicians with the most
innovative and technically adweed medical deviceShe Companyoperates in four geographic region$.s,
China, Japan, and Other Countr{gure2). By the year 2021lwe expecthe Companyo generat&325 million
in revenue (Figure)3The Gmpanyoperates on a fiscal calendar year

GuideLiner

Vascul ar G8ideLinerproduatasfiially launched inthe U.S. ancEurope in2009. The smallennore
flexible, and extendable second generatias introduced ibecember 201 ¥ollowed by the V3 featuring a half
pipe collar for better stent and wire placement in #8ig2013. In December of 201tBe Japanese Ministry of
Health, Labour and Welfare (MHLW)granted permission of GuideLiner into Jap@d s mar ket .
generated 309 of the @ mp a mnndakrevenue and experieneed3% increase yeaveryeargrowthin 2015
and 53% in 2014. Therpduct is used in conjunction with products like GuideWire and stents in angioptasty
3Q16,GuideLiner accourtd for 29.3% of revenueManagement believes the potentisrket for the pduct is
$100million. We expecthe product togeneraté&54 million in FY 2017, accounting for 29% of reven{fgppendix
0O). We believe with lower inventory levels in Japan, as stated by management, it wilfallewbstantial orders
of GuideLiner to resume in FY 2017.

Pronto

Pronto extaction catheters are used for the removal of thrombi via vacuum suction in the arteries wétkngro
the arteriwall with its silva tip. The @mpanybeganselling internationallyin 2003 anddomestically in 2004
Pronto \3 came to markeh late 2005and theV4 was introducedh 2011. In the interim, variations of the Pronto
came to serve the tortuous vascular systbe Short (Aug 2005¥he.03%  ( 2007 the LP (Jan 2008xnd
the XL (Jan 2012)QXT was a cheaper international catheter that eiasonthued in 2014. The debuf the
product wasnodestgeneratings97K insales irR003 However, he producgeneratedevenue ir2013 2014, and
20150f $20.3M, $17.9M, $15M, respectively. Pronto masentlyexperienced saldseadwindsdecreasindgy
11.6% in 2014 ad 17% in 2015. Pronto was the @ p a n y 0 s profuctangl thé GupleLinewasintroduced

in 2009andcurrentlyaccounts for 7% of revenueThe worldwide extraction cathetenarketis estimated to be
about $50 millionWe believe Ponto will derive $12 riflion in revenue in FY 201, accounting for 6% of revenue
(Appendix O).We believe this catheter hasrits courselue to the saturated market and the shift to radial acce:

Langston

The Langston dual lumen catheter is designaedeasure pressure in the coronary arteries surrounding the he
The mainprocedure using these cathetars Trans Aortic Valve Replacemenfd (A V R heproduct has two
designsstraight and pigtail. The Langston was introduced in 2§€derating salesf $133K and has since grown
to $6.6Min 2015.The Langstoncurrently accounts for 498 of revenueand haspotential of $10 rflion annual
revenueaccording to managementVe belieze the Langston will derive $9iliion in FY 2017, making up 5% of
reverue, due to the historical increasing trend and the increase of TAVR procédpmandix O).

Turnpike

The Turnpikeproductwas introduced 2015 withfour models Spiral, StandardGold,andLP. The expansion to
radial access has createdagmimalenvironment for Turnpike to thrive. The anatomy a catheter needs to ftdlow
reach the heaih radial access moredifficult than femoral acess. In 201%he Turnpike generatekil.5million,
1% of revenueandhasalreadygenerated9.25 nillion in the firg threequarters of 20167.6% of revenueWe
estimateyear over year growthof 860%with expected mduct revenue of $12.9ilion in 2016. Management
believes theTurnpike productscan generates50 nillion annually. We expecTurnpike productsto grow
dramaticallyoverthe next yeato 9% of total revenuer $17 million by FY 2017(Appendix O).Due to the nature
of being a new product and the compliment in complexrampintervention procedures/e expect substantial
growthfrom this product

Hemostat Patches

Hemostat patches are thrombin infused pads useditkequthe coagulationascadeKing Pharmaceuticals, a
subsidiary of Pfizeiis the sole supplier dhrombinfor these patche®uring medical proceduresemostapatches
require applied presseiafter the use of catheters to stop bleed?ngduct saledeclined last year by roughBp6.
We believe part of théecline @n be attributed to the shifttadial access, requirirfgwerpads due to the decreased
amountof blood. The Company estimatebe worldwidemarket forhemostat patches used in catheterizatiol
procedures to be $50Mlemostat ptches account for 698 of revenue and evexpet this product line tdecrease
in 2017, as a percent of revenue 6% or $11million (Appendix O).

Vein Catheter Reprocessing

Vascul ar Solutions provides cl eaning f oThispeutwa |
launched in 2012 and has seen steady growth.d&thetereprocessingacounts fo9.1% of salesandis estimated
to generaté&20 million in salesannually We expect this segment to generate $ailion by FY 2017, equaling
8% ofrevenue (AppendixO)/We bel i eve this is attainabl e wiwith
low-costproducts while reducing waste

Radial Access

Radial @cess includes a myriad of products from arm boards andsspisheaths. The increase adlial access
has been strong\ccess through the arm was as little as 1% of procedures in 200assitce jumped to 27% in
2015.Roughly 60% 6Canadian and Japanese procedures and roughly 50% of European procedures are per
radially. We believe the market for radial access will contitauexpandecause it is safer and easier than femor
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access. Resechers examined threwillion arteryopening procedures, 84 had bleeding complicationsidng
femoral procedures and 267in radial procedure8etween 2004 an2i007, 1 out of 50 procedures were performec
via the arm but by the end of 2QJliRincreased to 1 in.@or thefirst nine monthsof 2016 Vascular Solutions
reported revenues of $6ffillion from the radial accessproduct ling an increase of 24 yearover year The
Companyestimates itsadial acess could generatt90M in the U.SFor FY 2017 we project saseof $12milli on,
accaunting for 6% of revenu@ppendix O).

Vascular Solutions Historical Stock Price
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Corporate Governance & Management Summary

Board of Directors

CompensationEach of Vas c u temployes direaots ireoeives @ restrictad share awardyeach
with a fair market value fo$75,000 o the date oflection or reelection The members of the Board aakso
compensated on meeting fees and annual retainlar:
FY 2015, John Erb, Chairman of the Baagdrned a total of $195k.

Board- TheBoard of Drectors has met on averafiee timeseach year since 2008l members of the Bard are
independent except Mr. Root who serves as Chief Executive Officer of thpabgriithere ae currently seven
Directors on the Bard for Vascular @utionswith an average tenure of 10 yeafdl the memberdave been
nominated to the Boar@nd elected by shareholders at the most recambual meetingln April 2011, the
Companyds Board of Directors cr eat execuive Chainnanpftlisei
Board. Mr. Erb also serseas Chairman of the Compensation Committee and Chairman of the Compliance
Governance Committee.

Audit and Compensation Committee- The Audit ®mmittee assiststhe directors in fulfilling their
respongility to the shareholders and investment commuyngéipecifically relating to corporate accounting,
reporting practices, and the integrity of those reports. The Audit Committee must maintain an open relatic
with the directors, independent auditorgernal aditors, and management of ther@pany.The Compensation
Committee has the responsibility of reviewing, evaluating, and approving the compensation plans, gadicie
programs of the @mpany This pertaindo all employees, officerand membersf the Board of Directorsall of
which aresubject to stockholder approval.

Management

Mr. Howard Root (55), Chief Executive Officer of Vascular Solutions Since 1997

Mr. Root has servedsa board member and CEO of Vascular Solutsimse he cdoundedthe Companyin 1997
Prior to Vascular Solutiondr. Root served as Vice President and General Counsel at ATS Medicanthc.
practiced corporate law Blorsey & Whitney LLP.

Mr. James Hennen(43), Chief Financial Officer of Vascular Solutions Since 204

Mr. Hennen is the current CFO at Vascular Solutions. Before his role as CFO, Mr. Hennen was the Contrc
Director of Finance at VASCPrior to joining Vascular Solutionddr. Hennen wadnternational Controller at
WAMINET, Inc. and an auditor at Esh& Young,LLP. Mr. Hennen is a Certified Public Accountant (inactive).

Mr. Brent Binkowski (47), Sr. Vice President of Operations Since 2015

Mr. Binkowski currently holds the position of Senior Vice President of Operations at Vascular Solutions,avhic
was appointed to in June of 2015. Prior to joining Vascular Solutions, Mr. Binkowski was the Vice Preside
Operations at CeloNova BioSciences, Inc. from February 2013 until he joined Vascular Solutions in 2015. E
CeloNova Biosciences, Mr. Binkaki also served as Senior Director of Operations for American Medical Syste
from 2011 until 2013. Mr. Binkowski received his MBA from the University of Minneg§o@arlson School of
Management in 2006.

Mr. Chad Kugler, Sr. Vice President of Research andevelopment Since 2014

Mr. Kugler joined Vascular Solutions as the Senior Vice President of Research and Development in March of
Prior to Vascular Solutions, Mr. Kugler was the-Emunder, President, and General Manager of BridgePoi
Medical from 2@5 through 2012, until Boston Scientific acquired the Company. Mr. Kugler received t
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Figure 9: Insurance Sources
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undergraduate education from North Dakota State University and currentty/3soldlS. patents, with additional
patentgpending.

Ms. Carrie Powers (41), Sr. Vice Presient of Marketing Since 2016

Ms. Powers currently serves as the Senior Vice President of Marketing and has been with Vascular Solution
2006. Ms. Powers only recently took on the position of Senior Vice President of Marketing in 20i&uShe
prevously held the position of Vice President of Marketing from July 2009 to December 2015.

Compensation

Compensationfo Vascul ar S o o¢ffiearsiisdasd dn reeommandationsfremthep any 6 s
Executive Officer and Vice President of Hunfaasources to the Compensation Commitlée Compensation
Committee evaluates the information and determines executivelrp&Y 2015, CEO Howard Rodtgotal
compensation comprised of #2base salary39% stock and option awardsnd 19% norequty incentive plan
compensation, 50k, $500k, and $248Kk, respectivelyfFigure 5). The average of all othesxecutiveofficers
included ahigher portion of base payto stock and option awarddn FY 2015 the Executive Incentive
Compensation Plan was weighted oorfmeasures; net revenue of $14Hdjusted EPS of $0.90, milestones for
five new products, andbility to enter into an agreement to distribute a new product, 30%, 30%, 20%, 2(
respectively(Appendix A).

Industry Overview and Competitive Positioning

Medical Devicelndustry

The medical dvice market is a glailly connected industry withumeroussub-sectors The U.S.is the largest
medical evice market in the wat, estimated to be about $148libn in annualsaleswhile the global medical
device narket represented roughly $345 billion in sales2015 In the US., there are more than 6,500 medica
device companies. Wit majority considered small and medium sized companies, 630ptoy less tha 50
individuals.

Demographics

We believethe medéal cevice industry is heavily dependent on the hesdilvice trendard demographic festyle
trends of the global and domestic population. In the Udgllf abesity now exceeds 20% in all sta&8% in 25
states, andB5% in four states(Appendix B. Globally, nearly 30% of the population is considered obese ¢
overweight with 15% of that being from India and ChiAa.obesity ratebaveincreasd, vascular diseasdsgve
become more prevaleahdthe need for advanced medical devibasincrease. Although recent datshows that
obesity rate arebeginning to slomtherateo f t oday 6 s gteemprevioagenemtion areesubstansally
higher. In the U.S, healthcare providerghospitas and clinics) rely on third party payers such as Medicare
Medicaid, and private health insurance plaospay for VASCsd p r o\ascalar Solutions benefits from
established reimbursement due to the necessity of procetlutt® medical éviceindustry,there is a shift to
lower margin products due to thipdrty payersearching the market for leegpensive produsto complete the
procedurgFigure 9.

Cardiovascular Disease Prevalence

Cardiovascular disease iswdhe number one cause of death, representing 31% of all worldwide .d&aths
estimated 80million Americans have one or more types of cardiovascular disease. Physiziariseat
cardiovascular disease with miinally invasive methods usingatheters inserted in the arteries, instead c
traditional surgey. In 2015, Vascular Solutiomeanagemengstimated ninenillion diagnostic and interventional
catheterization procedures were performed worldwide.

Vascular Solutions ProtectedViarket

Vascular $lutions serves a wide variety of professionals such as Cardiologists, Radiologists, Electragibisiolc
and Phlebologists,all of which use Vascular Solutions products to perform minimatiyasive procedures
Vascular Solutions is not highly impactey macroeconomitactors. Managemeitias mentionethat the growth
of procelurevolume is not drivinghe @ mp a mexpd@nsionjnsteadthe Gmpany is creating its own marker f
the new productd/ascular Solutions is also less affechgtbudget cuts at catherization laboratoriegi¢ath labs)
because its niche products are a smaller portion of thadgets.Vascular Solutions works directly with
international independent distribut@sd utilizes multiyear agreements to expagidbal market presence

Competitive Landscape

Vascular Solutions has smaller market cajman many of its competitoesd has been able to generate superio
sales growth. Vascular Solutions operates without-teng debtgenerallyfinancing its operations tbugh free
cash flow but allowing itt o t ake on debt i f gress dperdting, avichretargns are
generally in line with competitors refleng its ability to compete with largéirms.

Medtronic Plc

Medtronic fMDT0) i s a gl obal |l eader in medical technol
include hospitals, clinics, thirdarty health care providerand distributors. Medtronic competes directly with
VASC in its largest business segment, Cardiac and Vascular Group, making up 35% of revenue. MDT oper
three other segments, Invasive Technologies, Restorative Therapigs @ndDiabetes Group, which represen
33%, 25%, and 7% of total revenue, respectively. In FY 2016, the company generated $28.8 billion in sal
has a market capilization i mar k et c a phillipn. Medtroric 1hAs3expkrienced contracting gross
operating, and net marg since FY 2009Iin FY 2015, gross margins felta, operating margindropped %, and
net margins decreased b%5ue to the ajuisition of Covidien (Figure )2 Medtronic has been able to reduce
SG&A expense and R&D spending apexcent of revenue since FY 2009. In 2Q 2017, SG&A was 32.9% a
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Figure 12: Medtronic
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R&D was 7.5% of total revenue (Appendix J). Medtronic is headquartered in Dublin, Ireland and its operat
headquarters i Fridley, Minnesota.

Boston ScientificCorporation

Boston Sciatific (iBSX0) is a global leader in the development, manufacturing, and marketing of medical devi
These devices are used in a broad range of interventional medical specialties ingitetingntional radiology,
interventional cardiology, peripheradterventions, and vascular surgery. In 3Q 2016, Boston Scientific deriv
57% of revenue from the United States and 43%
accounted for 64% of total revenue while the other 36% came from theskrgyy Group and Neuromodulation
segments. R&D spending has slightly declinedelsg thari% since FY 2009, while SG&A expense has increase
by 6% (Appendix J). The increase in SG&A has resulted in compressing operating margins to 10.7% in FY
from 159% in FY 2009 (Figure )3However, due to ment sales growth, SG&A was 3665n 3Q 2016, drastically
lower than prior years, resulting in an increase of operating margins to 16%. The company is headquarte
Marlborough, Massachatis and has a markeap of $3illion.

Asahi Intecc Co., Ltd

Asahi Intecc develops, manufactyresd sells medical and industrial equipment under two different segmer
Medi cal and Device. In 1Q 2017, the Medical de
involved the development, manufacturing, and sale oftsalided and original medical devices required fo
catheter treatment. The Device segment accounted for the remaining 20% of revenue. Gross margins have e
by roughly 11% to 64.3%, since FY)@9. Asahi has been able to expand operating margins to roughly 25% in
2015 R&D spending has increased b¥aince FY 200%and SG&A expenses have remalnelatively constant
(Figure 14. In 3Q 2016, SG&A represented 27.8% of total sales, while R&DWEY (Appendix J). About 44%
of Asahi 6s r evenue the somgaease geretatesd22%, 8%nd 25% ia the United $tates,
China, and other countrigsespectively. Asahi Intecc is headquartered in Nagoymnland has a market cap of
$2.7billion.

Merit Medical Systems Inc.

Merit Medical Systems AMMSI0O) designs, developsand manufactures singlese medical products for
interventional and diagnostic procedures and operates in two segments: Cardiovascular and Endoscopy
Medical Systems competes directly with Vascular Solutions in its Cardiovascular operating segment, which
2016, accounted for approximately 96% of total revenue. Endoscopy makes up the additional 4%. In 2010,
acquired BioSphere Medical, Inc. for roug§ig2 million. Since FY 2009, gresmargins have increased by 166
43.5%. Operating margins have seen a contraofiéf, whichis partially influenced by the?8 increase oR&D
spending and% increase 0BG&A experse(Figure 15, Appendix J). Currenti8G&A and R&D are 33.9% and
7.3% of total sales for 3Q 2016. The company operates in the United States, Europe, .ahideAS@mpanyas

a market cap of $2 billion andis headquartered in South Jordan, Utah.

AngioDynamics Inc.

AngioDynamics RANGOQ) designs, manufactures and sells medical, surgical and diagnostic devices. Throug
acquisition of Navalist Medical in January 20f@r $365 million AngioDynamics gained a diverse portfolio of
medical devicesllowing it to expandts geographical presee. In2Q 2017, AngioDynamics operatadavily in
the U.S. as it accountddr 80% of total reenue, while the other 20% carmem China, Japan, Europe and other
countries.ANGO operates irfour business segents; Peripheral Vasculagenerating 57%)yascuar Access
representing28%, Oncology/Surgergeriving 14%, and the remaining 1% coming from Supply Agreement
AngioDynamics has seen gross margins contract since FY 2009 by 13% to 43.8%. To offset this contractic
companyhas decreased SG&A expensed% and R&D spending by 2%, however operating margins have st
fallen 6% (Figure & Appendix J). In 2Q 2017, SG&A wa30.7% of total revenue arfR&D was 6.6%.
AngioDynamics has a market cap of ®84illion and is headquartered in Latham, New York.

Spectranetics Corporation

Spectraneticg(iISPNQ@) develops, manufactures, markets and distributes medical devices used in minin
invasive cardiovascular procedures. The company focuses on two business segments: Disposable P
accounting foi94% of totl revenueand Laser, Serviceand Qher at 6% as of 3Q 2016Spectraneticcompees
with Vascular Solutions inteerectomy for the removal of plague from the arterial wall, labeled under Dispose
Productsrepresentin 5. 2 % of r e v e n wperating rhagketCace sipiarmo/V&ASC, 84% of revenu
comes from the United States and the additional 16% comes from various countries including China, Japz
Germany. SPNC hase®gross margins contract b%3o 68.5%SG&A expense has remained relaty constant
and R&D spending hasubstantiallyrisen by 13%since FY 20090 26.6%(Appendix J). This has resulted in
operating margins declining t47.2% in FY 2015rom -2.5% in FY 2009 (Figure 37In 3Q 2016, R&D was
24.5%0f revenue and SG&A was957%. Spectranetics has a market cap ofi$illion and is headquartered in
Colorado Springs, Colorado.

e Sales Growth Gross Margin EBITDA Margin Net Margin Long-Term Market Value
(5 year CAGR) (5 year Avg.) (Syear Avg.) (5 year Avg.) Debt (MRQ) (MM)
Vascular Solutions (VASC) 13.2% 65.6% 18.7% 9.7% - $979
Medtronic (MDT) 12.6% 69.6% 31.2% 17.1% $29,010 $103,100
Boston Scientific (BSX) -2.2% 62.6% 23.0% -13.5% $5.171 $32,000
Asahi Intece 19.8% 63.9% 11.3% 14.5% $3.923 $2,700
Merit Medical Systems (MMSI) 12.8% 44.6% 14.7% 4.8% $318 $1,200
AngioDynamics (ANGO) 10.3% 46.3% 13.4% -3.0% $101 $642
Spectranetics Corp. (SPNC) 15.5% 71.4% 44% -8.5% $285 $1,071

As of January 122017
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Figure 18: Porter's Five Forces
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Figure 19: Sales Team Leverage
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Porterds Five Forces Model

In analyzing Vascular Solutions under Porteros
and compgtive rivalry to be moderately significant on teentinued profitability of the Gmpany(Figure 18
Appendix D. VASC relies on single sources for multiple inputs, specificiiiiypmbin from King Pharmaceutical.
A disruption in the supply of this producould have adverse effects on business operatioreddition more
hospitals are choosing to use Group Purchasing Organizafti®is QOd as a cost effective method purchasing
medical supplies. SindéASC isnotablet@a c c e s s t h e s easd®rRpetiios witaaswider araduck nyix
VASC may facepressures on profitability. The medical device industry is always changing with technolog
advancemest therefore, companiewho specialize in new productould putpressure on VASC to adapt
However, the size oVASC combined with the distribution abilities and established sales team, as well as
specialty products, eates an economic moat that withake it difficultfor competitors to infiltrate.

Investment Summary

Unique Market Position

Vascular Solutions operates in niche markletshaveallowed theCompany to expantevenueat 134% CAGR
from 2009 to 2016Vascular Solutions is positioned between companiespifealuce product lines over @
million and smaller firmdacking effedive distribution methods for products. VASC classifiesldtgge main
competitors as Medtron@ndBoston Scientificbut thesheerbreadth ofbusiness segment®es not allonMDT
or BSXto solelyfocus on medical instruments. Vascular Solutionsihgstionally chosen to focus omedical
device products like catheters, guidewires, and patdifesse products are relativehexpensive focustomers;
thereforethe Company is at lower risk for change in deméatamvever, VASC is still able to beat otlie smaller
upcoming competitorén this niche device industry with itsel-tailored product line Vascular Solutionss
minimally impacted by macroeconomionditionscurrently influencing the domesticmedicd device industry,
valued at$148bhillion and gldal medical device industrgf $345 billion Vascular Solutioshasrelied on the
ability to creataunique markets for its producisid does nately solely on interventional procedure volusné/e
believe that the Company will be able to utilize this ecoigomoat to continue operating in the nicharket
created. Smaller companies nfegve trouble gaining equally effective distrilout methods, and large companies
couldcontinue to ignore smaller product lines.

Strong Product Pipeline

Everyc o mp aproguttspipelinein the medical device industig vital to its success/ascular Solutionhas
broughtover 100 productso marketand expects tbring 12 new products 2017 with an additional 2®roducts

in developmentManagemst plans to release abol® new products a yeain orderto sustaints doubledigit
revenue growth. For exampléye Ronto extraction atheter,the@mp any 6 s f i r s,wasifeleaaed m h
2003,which grewfrom $97Kin 2003to $16.5M in 2012. Currentlythe products expectedo generat&12.5M in
2016. We believéhis product has run its course wittsertion tacticswitching to radial access. As a result of this
decline in salgs/ascular Solutionss engineering new products like Turnpike, which has smemense grath of
44 for 3Q 2016 ninemonths endedManagement believes Turnpike will be the second leading prdeinind
GuideLiner. We believéhis is a prime example of hoMascular Solutiongttacks shifts in the market tombat
competition. In 2015, the U.@&rmy agreed to fund the tests and trialsttef @ mp a rRgRdas Freeze Dried
Plasma desigrd to speed up the blood clotting process of masilf successfylRePlas is expected come to
market in 201ith estimatedevenue ofs100million annualy. We believe Vascular Solutions both agile and
proactivein its ability to adapandanticipatemarket needand trends

Strategic Distribution Methods

VASC currently employs sales staff 0105people in the U.$some of which are certified physicigifsgure 20).
Vascular Solutionseliesheavily on the expertise dfs sales staffo promoteits products. Th€ o mp a saled s
teans arestrategically locatedn the East and Southeast regions of the United Statesre leart disease and
demand for its keproducts arenore prevalentThe saleseamhasestablished great connections with the majority
of catleterizationlabs in the U.S thusdevelopingthe acceptance and saleitsfproduct to become quicker and
easier. VASChas beerable to leverage a fixebase salary and consistent sales force headcount. Managen
indicated thait expecs to be able to doublevenue with the current sales force headcrigure 19. Due to the
fiShort Ki® litigation, Vascular Solutions hammped up training foits sales teamn order to combat potential
litigation when marketing producté/e believe the established and credible nature of this sales force is unmat
by conpetitors of similar sizeand we expect a continued emphasis to be placed on utilizing theEyees.

Teleflex Acquisition Analysis

Reasons for Acquisition

Teleflex fiTFX0) focused on surgical and critlczare devices up until the $2lon dollar acquisition of Arrow
International Inc. in October 2007. The acquisition of Arrow allowed TFX¥perate in the interventional and
peripheral vascular access market. Similarly, Teleflex wants to further increase its presence withithen$ 1
acquisition of Vascular Solutions, bringing an expected combined product portfolio of more than 156 cai
vascular, and interventional accqge®ducts. The combined fimisex pect ed t o enhance
presence Vascul ar Sol ut i o nskaldisntprroonvgelomFt€oxdiuseth poteritigiwdile i r
gaining current high growth products.

Acquisition Details
We do not believa 16% premium over Vascular Solutio®®-day average stock price is extremely attradiive
the medical device industry, however given our intrinsic value calculation and precedent transaction analy
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believe he offer price is faifor shareholders. If the acquisition is accepted, shareholders are guaranteed $5
share. If the deal fails to commeneee could see a substantial decrease in share price due to lack of commit
Figure 20: U.S. Direct Sales Foe by the currentChief Executive @icer.

Teleflex Management

> Mr. Benson F. Smith, Chairman, President, Chief Executive Officerand Director

Mr. Smith has served as Chairman, Presidard CEO since January 2011 and has served as a Director since /
2005. Prior to Teleflex, Mr. Smitlvas the managing partner of Sales Rese&up and CEO of BFS &
Associates LLC. Prioto BFS & Associates, Mr. Smith held various executive and sdei@l positions at C.R.
Bard, Inc., a company specializing in medical devices for approximately 25 year

Mr. Liam J. Kelly, Executive Vice President and Chief Operating Officer

Mr. Kelly has served as COO since April 2015. From April 2014 to April 2015, Mr. Kelly served as Execu
Source:Company Presentations Vice PresidenandPresident, Americas. Prior to joining Teleflex, Melly worked at HillRom Holdings, Inc., a
medical device company, where he held various senior p@sifionfrom October 2002 to April 2009.

; . i Mr. Thomas E. Powell, Executive Vice President and Chief Financial Officer
Figure 21: TeleflexAcquisitions Mr. Powell iscurrenty CFO at Tel@lex, Inc., since March 20124r. Powell joined Teleflex in August 2011 as a

6 SeniorVice President, Global Finance. Prioffteleflex, Mr. Powell served &FO and Treasurer of Tortrerapy,
5 Inc., a medical deviceonpany, from June 2009 until June 2011. Mowell was also a CFO at Textura Corporatior
4 and Midway Games, Inc.
; Financial Analysis
! I Competitive Positioning
0 In order b fully understand the recegtowth in Vascular Solutionsur financial analysis focuses on the previous
q/@“ @\\ @0 ,»Q\”’ ,\9\“ WQ\" ,\9\“ seven years, begimy 2009.0ur analysis and forecasting of the Company consisted of GAAP reported financi
Refer to the tableelowfor an expanded overview pfimary financial information.

Source:FactSet
Year 2009A 2010A 2011A 2012A 2013A 2014A 2015A 2016E 2017E 2018E 2019E 2020E 2021E
Profitability
Gross Margin 66.5% 66.3% 66.8% 66.9% 67.3% 66.9% 66.8% 65.6% 67.0% 67.5% 68.0% 68.0% 68.0%
SG&A to Sales 49.1% 48.3% 43.8% 44.9% 44.8% 44.6% 51.094 46.7% 39.8% 37.1% 36.0% 34.5% 34.0%
Operating Margin 11.9% 17.3% 17.3% 16.2% 14.6% 15.8%  9.299 12.9% 21.8% 24.1% 26.4% 28.0% 28.6%
Net Margin 7.9% 27.3% 10.8% 10.1% 10.1% 10.1%  7.19% 9.5% 14.5% 15.9% 17.4% 18.5% 18.9%
Liquidity
Current Ratio 6.18x 4.95x 5.43x 4.61x 5.95x 5.74x 5.23X 5.90x 6.76x 7.99x 9.23x 10.39x 11.46
Quick Ratio 4.85x  3.67x 3.74x 331x 4.72x 451x 3.904 4.44x 540x 6.63x 7.84x 8.98x 10.03

Asset Turnover Analysis

Cash and ST Investments 5.47x 4.46x 5.79x  7.78x 5.22x 3.75x 3.78 3.75x 3.05x 2.27x 1.84x 1.56x 1.37

Receivables Turnover 7.67x 7.77x 7.90x 7.71x 7.82x 7.98x 8.13X 8.02x 7.89%x 7.89x 7.91x 7.91x 7.91
Inventory Turnover 2.51x 2.50x 2.24x 2.38x 2.72x 2.90x 2.66 2.55x 2.51x 2.51x 2.49x 2.48x 2.47
Current Assets 1.91x 1.73x 1.87x 2.05x 1.90x 1.77x 1.824 1.81x 1.63x 1.38x 1.21x 1.08x 0.99
Total Assets 1.43x 1.20x 1.16x 1.20x 1.13x 1.07x 1.07x 1.07x 1.03x 0.96x 0.91x 0.86x 0.82;
Shareholder Ratios
SPS $ 415 $ 461 $ 524 $ 598 $ 649 $ 7.12 $ 8.16|$ 944 $10.58 $11.73 $13.15 $14.74 $ 16.54
EPS $ 033 $ 126 $ 057 $ 060 $ 065 $ 072 $ 058|$ 090 $ 153 $ 186 $ 229 $ 272 $ 3.12
FCF per Share $ 055 $ 058 $ 071 $ 049 $ 089 $ 026 $ 024|$ 039 $ 168 $ 195 $ 228 $ 268 $ 3.05
BV per Share $ 244 $ 380 $ 407 $ 467 $ 566 $ 640 $ 7.10|$ 844 $10.19 $12.13 $1450 $17.27 $20.44

4Q 2016 Management Guidance
Management has given ZD16 guidance reitetang the continuation of doubldigit growth, similar to the or
sevenyears. Guidace for revenues is between $884 million and $0.34 to $0.3&PS implying a 14%sales
growth rate and 20%arningsgrowth rate year over yearsingthe midpoints of the ranges, respectivélye
expect the Turnpike to continue to grow revenues as the shift from femoral access to radial access contint
. . see the micro introducer Kits assisting revenue growth as the Company continues to expagd\Yelalieve
27%F|gure 22:Quarterly Sales Trends ;s oyjidance is feasiblaud to expectations of Japan returning to active purchasing habits, combined with a hi

21%

. 1 margin product mixrom the discontinuationf promotional activity regarding the reprocessed products.

=} 0

e

%25% FY 2017 ManagementGuidance

524% Management has issued preliminary guidance for FY 2017 consistent with FY 2016. Revenue is expec

w continue growing at a doubldigit rate to$183 million$187 million with earnings guidance of $1-44.48 per

0\323% diluted share. The midpoint dii¢se assumptions reflects 12% and 3@%r over yeagrowth, respectivelyWe
22% expect these estimates to lomservativeand believe revenue growth will be stronger given the depth of the prod

pipeline, clearance of litigation charges, active GuideLandering in Japan, and current products maturing, suc
298 g3d ks

MAR '13 s
MAR '15
MAR '16

a9 S wwvie bl as the Turnpike and Micro Introducer Kits.
2o o zgo N
na 8 <304 2 .

a Gross Margins

Source:Company Data Gross nargins haveslightly expanded since FY 20@Bigure 23 Appendix G. We believemargin contractions

over the past year occurred duepreduct mix and théncreasingnternational sales to independent distributors
Due to the unexpected remessed catheters promotion, grossgims were adversely affected by roughly 10C
basis points in 3Q 2016&Ve expect gross angirs for 4Q 2016to be 6&%. The severyear average has beéb.6%
and we believe this is shortterm headwind as the product mix shifts, and it veMpandto 67% in FY 2017.
Management has stated product margins for GuideLiner and Turnpike are 80%. We currently estimate
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Figure 23: Gross Margins
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Figure 24: Operating Margins
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Figure 25: SG&A to Sales
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Figure 26: Inventories
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Table 1: WACC Analysis

WACC Calculation
CAPM Model
25 Year Arithmetic Return - S&P 500 8.37%
Beta CAPM 1.17
Risk Free Rate (10 Year) 3.25%
WACC Calculation
Cost of Equity 9.26%

Source: Team Estimates, Team Calculation

margins to be 65.6% for FY 2016 and 68% for FY 2021. For 2@&6roject 36% of revenue to be derived from
these two catheters, this implies an average product margin of 57% for all other products to yield the 65.6%
margin. In 2021, we expect botttleaters to represent 40% of revenue and all other products would have an ave
margin of 60% resultingn a grossmargin of 68%. We believe the gross margin increase is plausible wi
ma n a g e me n tméansifacyring moregroducts-house.

Operating Margins

Operating margins hae been contracting since FY 20p8marily due to litigation expenses. Including litigation
expensespperating rargins averaged 148 over the past severears, while excluding litigation expenses the
averagehas been 16%. We expecthat geratng margins will increase to 21.% in FY 2017 due to the relatively
consistent headcount expense, which is primaffiset by new product revenue (Figure 24)e believe Research
and Developmenéxpense will decrease to 12.0%saflesin 2017 due to the consistgnhigher than industry
average spending. Managent has given guidance thaeitpecs to see a decrease in this area of business to he
increase operating leverage, and we believe this to be reasonable as revenue comtinpase spending.

Sales, General and Adhinistrative Expense

General and Administrativand Research and Developmergensesiave expandedsa percent of revenue since
2009 to 12.1% and 12.8%, respectively, for nine months ended248i#8 and Markig expenses have contracted
to 23.3% as a percentage of revenue for nine months ended 281lMe going forward/ascular Solutions
will be able to increase revenue without increasing these expenses significantly. Managecentiested that

it believesthe current sales force size ssifficient to sustain top line growth. As a resulg believeSales and
Marketing expenses will continue to flattent, with management guidance suggesting below 20% of veven
(Figure 25. General and Administrativexpenses no longer have tA8hort Kiw litigation and as a result, we
expect to see expenses consistent @016, at or slightly below 6% of revenue. Research and Developm
expenses havimcreased recently due to additional headcobmat going faward we expecthis to fatten as a
percent of revenueReearch and Development has increafiedn 11.%%6 to 13% since 2009. We believe as
revenue continuedtgrow at a doubléigit rate, Research and Developmependingwill increase at a slower
rate and as a result will be 12% of total revenue in FY 2017.

Inventory

Vascular Solutions has seen an increasing trend in its inventeitie a15.8% CAGR since FY 2009, reaching
$24 nillion in 3Q 2016(Figure26). The expansion has been driven by the pegjmar for facility renovations. &

a result of the increase in 3Q 2QX®ished goods and raw materials represented an average of 4338%nd
respectively since FY 200We believe this is something to monitor as the company continues to introduce
productspressuringnventory levels and working capital for FY 2017. In 2015, the Financial Accounting Stande
Board issued a new accounting policy related to inventosiesh we believe willhave no material impact dhe
Company.We believe inventoryevels will retun to normal levels of around %of revenue.

Capex & Depreciation

Vascular Solutions has been increasapital Expenditures more rapidly since 2009. In fiscalays 2012 and
2014, Vascular Solutionpurchased twodlilities to furtherexpand operations. In FY 2015 VAS®irchasd a
26,000 squaréoot buildng in Minnesota that it intends to use for the futpreduction of RePlas. Over the last
sevenyears, Capital Ependitures havbeen higher than normal levetepresenting an avemg@f 6.26 of sales.
As a result of these building purchases, depreciation expenses have cotttimmdase and are based tbe
straightline depreciation method. Management has communicated intentions to pursue product acquisitic
efforts to contime revenue growth, which wouldrfber boosCapital Expenditureslif an acquisition were toccur,

we would expect the investment to be made with cash, similar to the previous investeriitave not forecasted
additional Capital Ependitures other thaaxpectecannualmaintenance.

Free Cash Flow

Vascular Solutions has access to capital markets, however, businessoparatfunded solely through Free Cast
Flow. VASC currently has no longerm debt, whichprovides high liquidity and financial flexility. Given the
increase in Net Perating Cash Flow since FY 200&xcluding the litigation years) along with the iease in
Capital Expenditures, Free Caslolw has been lower than norm#Ve expect Free Caslhdw to begin to increase
back to normal levs due to no current litigatioand the completion of manufacturing fégi purchases in 4Q
2016. Vascular Solutions does nmaty dividends as anagement focuses on growth througinvestment activities.
The @mpany has participated in repurchase programnthe past to satisfy income tax withholdiigligations
however, the latest plan authorized by the Board of Bire@xpired in September 2016.Without the acquision,
we assume VAS@ould have returned to normal operations and issued a newreparehase program similar to
the old program that would have continued into the future.

Valuation
Valuation Price Targe®51 RecommendatiorSell

We utilizedthreevaluation methodologies to determine a target pric¥&scular SolutionsThe Discounted Cash
Fl ow ( &and Rdratve Multiples Valuation were used to determine thiesitrvalue of VAS®@ s s har «
while the Football Field Valuation Chantas usedo analyze the $56 offer priceom Teleflex, Inc.Please see
Appendix K, L, and M for forecasted financial statements.

Discounted Cash Flow to Firm

In our analysis of Vascular Solutions, we utilizz®CFmethod and determined oprrice target 5$51 Our DCF
model gave us an intrinsic value by discounting our forecasted future cash flows. The intrinsic value of future
flows was highly sensitive to both the Weighted Average Cost of Capital (WACC), as well as our expected ter
growth rate therefore we included a sensitivity analysis of both variables to account for deviafipaesdix N)
Vascular Solutions has no debt obligations and the DCF model consisted of projected finantiahttateough
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Table 2 Perpetual Growth Rate

Expected Growth Rate Calculation

Equity Reinvestment Rate:

Net Capital Expenditures S 13,000

Less: Depreciation $ 5160

Plus: A Net Working Capital S 4,954

Less: Net Debt Issues S 5

Net Income $15,934.42
Equity Reinvestment Rate: 19.7%
VASC 5 Year Average ROE 12.5%
Expected Growth Rate 2.5%
Projected World GDP 2020 3.7%
Terminal Value Growth Rate 3.1%|

FY 2021 (Appendix K, L, and M Thismodel was highly sensitive t@wvenue growth rates, as well as operating
margins and as such, we forecasted out multiple
consisted of different assytions for evenue growth and operatingamgins.| n our O Neutr al
believe to be the most likely, we expect the Comgarigcrease revenue growth to 1% By 201%nd continuing
through 2021.

Revenue

Revenue growth is driven by the introduction of new niche products, as wek @srtinued sales of current
products. VASChas maintained doubldigit revenue growth for the past sewerars and we believe that the current
pipeline will continue to support this growthor year s t o cbo ngcea.s el,n wohui rc hbddteeL
likely, we expect th&€ompany to increase revenue growth up to 14.5% by 2019 and expect that rate to cor
through 2021 This forecasted growth is driven by the expected product release of Reflabke Large Bore
ClosureDevice,as well as the adinued shift from femoral access to radial access in interventional procedu
Vascular Solutions has positioned itseli unique market in which thee@pany has the ability to access multiple
markets and not become overly dependent on one segment.

Gross Margins

Our forecasted financial statements were also impacted by the assumptiorsderdomgross margins. The
company does not release information regarding margins for individual products, however, management ha:
guidance levels forgrossngai ns and operating marNeutras . c Due arses L
will increase from 65.6% in 2016 up to%gy 2021. We believe VASHas the ability to expand margins further,
specfically through RePlas and theatgeBore Device. Also diving gross margin expansin is the expetation
that the ®@mpany will not have angdditionalpromotional activity for the reprocessed products, which cut gro:

Source: Team Estimates, Team Calculations, Compamargins byroughly 100 basis points in 2016.

Data

Table 3 5-year Neutral Case Statistics

Simulation Statistics (5-YR)
Mean $ 50.8
SD 16.15
25th Percentile $ 41.2
Median $ 47.1
75th Percentile $ 55.6

Source:Team Calculations

Table 4. Multiple Valuation Analysis

Relative Multiple Valuation

Median EV/ 2017E Sales 3.7x
VASC 2017 SPS $ 1084
Implied Stock Price $ 39.66
Maximum EV/ 2017E Sales 4.6x
VASC 2017 SPS $ 1084
Implied Stock Price $ 4916

Source:Team Estimates, Team Calculation

Weighted Average Cost of Capital fWACC 0)

Vascubr Sdutions does not currently agranylong-termdebt obligéions or preferred sharemdthe Gmpany is
solely funded bycommonequity. To determineour cost of quity, we used the C#pl Asset Pricing Model
(ACAPMO) andchose to use thieamaFrenchThreeFactor Malel (Appendix B. We ranaregression between the
returnpremiumso f  Vascul ar Sol ut i dcketprémium tofahe IS&PP5SHGrom JulyR001 td h
November2016. We chose thisme framebecause it represents the entirety of Vasc8lalutionsas a public
company In our regression analysiswe generatec beta of 1.17 statistically significant at the 1% lev&l/e then
computed &5-year arithmetic average return of 887or the S&P 500 In addition, weprojected the 10 Year
Treasuy Yield to be 3.2%. The CAPM equation reked in a cost of equity of 962 and since the @mpany has
no debt this presents us with the WAQCable 1)

Perpetual Growth Rate

We established a 3.1% perpetual growth rate by takingrtijected 2020 GDFPof the global eonomy of 3.7%
and then calculated an expected growth rate for Vas@déutions. We calculated theo®p any 6 s r
determining the equity reinvestmeate and then multiplying thay the fiveyear average of the®Cmp a meyuin s
onequity. This yielded us a terminal growth rate of 2.5%. Finallyteak the average of the globalemomy GDP
of 3.7% and our calculation of 2.5% to arrive at the 3.1% growth rate. To further confirm our perpetual growt!
we took the historical GDP frod 980 to 2016 of Vascular Solution
calculated the average GDP of these five countries aittipfired them by theaverage weights. This yielded us an
expected growth rate of 2.9%. Due to the recent growth of VasSolations and the size of theo@pany, we
believe 3.1% is a conservativate(Table 2)

Monte Carlo Analysis

In order to account for the highly sensitive nature of the Discounted Cash Flow approach we have taken, we
a Monte Carlo analysis to bseful in understanding the fluctuations in price. We found the stock price to be hig
sensitive to five items; revenue growth, gross margiperating margs terminal value growth rate, and weighted
average cost of cépl. We ran 10,000 simulatioms account for variations thesenputs. This analysis led us to
aprice target of $51 and reiteratesr Sellrecommendation, as 71.1% of the simulations resulted in a share pi
below the current offer price of $§&able 3.

Relative Multiple Valuati on

We have based our relative multiple valuation on an EV/SALES mulligeto the capital structure of Vascular
Sol ut i on 6 sThis is tm petter quanbfy asP/S multiple approach as the EV/SALES accounts for the
positions wihin the competive peer group (Appendix PYWe selected an EV/SALES range of 34%x which
resulted in an overathnge of $46550 per sharéTable 4) We believe tk higher end of these multiples reflect
more accurate forecastéfASCo6s 2017 EV The && dfes prioefis aboveboth our DCF price targe:
of $51 and our relative multiple keation range, confirming our Sefcommendation

Football Field Analysis

In constructing our football fieldraluation chart we ompared Vascular Solutisnto five pubicly traded
competitors through various valuation methods.
for Vascular Solutions is $5 above the maximum range, the DCF analysis shows the offer price is $7 abc
maximum range, and theqmedet transaction analysis shows the valuatsim the high rangeThe combination
of these factors reiterateur Sellrecommendation of Vascular Solutions (Appendix P).
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Risk of Teleflex Acquisition Failing (A1)

T e | edatqeisition of Vascular Solutions is expected to come to fruition in the first half of 2017, hothever
is a risk that the deal is prolonged or fails al
raises questi®about anttrust regulations, the agency will lengthen the duration of the review and ask k
Vascular Solutions and Teleflex to turn over more information. If the FTC does not approve they may take
action to prevent thigansaction from taking pte.Of themerger filings the FTC review85%present no concerns
and ae approved without litigationAdditionally, there isa risk that Vascular Solutionsould be sued by
shareholders on the basis that the Board of Directors failed to satisfydbeiafy responsibilities to shareholders
by accephg too low of a price at $58er share.

Failure to Gain FDA Approval (A2)

Vascul ar Sol utightydepehds prtiEDiAtO & b ialpiptr yo v a We helfeve intestorsphave
partially pricel in RePlas as a future revenue source and will continue to price it in until fruition. In the event
complication with thdRePlasapproval processve could seermadjustment n Vascul ar SoTlhet i
Company06s b ulwivesarits abilityto lauach new innovative produaachyear in order to drive sales.
If the FDAdeniesapproval for some df h e  C o rkeypipelnépsoducts, it could unexpectediiow Vascular

S o | u ttdp bne grawth.

Litigation on New and Existing Products (A3)

Vascular Solutions was recently acquitted on all counts in a criminal case thad &llE@e Mr. Howard Root, and
the@ mpanyds s al eemofedsales @& théShort Kit, a prddyct thatrtreats varicose veiascular
Solutionsspent $25 nillion defending thease for tk product that onlygeneratecbout $500,000 in total revenue
over its lifespan. In addition, Vascular Solutions is susceptible to product liatglityn the event one of its
products causes bodily harm to a patti€roduct liability claims could result in costly litigation, reduced sales, ai
a diversion of attention of the entire organization away from the achievement of its goals.

Larger Competition Undercutting Profits (A4)

Due to Vascular Solutiansmall ste, we believe there ianinherent risk withcompetition insomeof its key
products. For example, the succes&uideLiner has drawa t h e r ¢ o mpian to predsicéan alternatve
product in a paterfriendly manner and market it at a lowmice, effectively undercuttinghe price ofVascular
Solution® product s

Reliance onK ey Niche Products (A5)

Vascul ar Sol ut rategysadld migovtlepotendal. & reaintaisctirrent growth leveld/ascular
Solutionswill have to add a highiezolume ofniche productsr target largeproduct marketsNVe believethis could

be along-term riskand could limitthe Compa n y fowth gfrategyVascular Solutions generates about 80% o
profits from its ninelargestproducts. All of these productseam differentlifecycle stagestherefore generate
varyingrevenuegrowth rates.

Inability to Capture Revenues Through Relevant Salesr&nds (A6)

Group Purchasing Organizatiofisii G P &® ¢ntities that help healthcare providetsch as hospitalseaize
savings and efficiencies by using aggregate purchase order volume and using that leverage to negotiate d
with manufacturers and distributors. Approximately 98% of hospitals in fBecUrrently use GPO contracts. We
believe his is a risk foVascular Solutions because only about 18%sdafistributioncomesfrom G P O therefore,
the Companycould be missing out on a larggream of revenue.

Sources Bloomberg, FactSet, Capital 1Q, Team Calculations, Yahoo! Finance, Company Disclosurgs/Fol
FRED, Company Website/Presentations, SelectUSA.gov, StateofObesity.org/rates, American Heart Associi
MarketsandMarketdVorldometersKKF.org, Breakingintowallstreet, CDC.org.
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A: Additional Management and Compensation $ource: Company Proxy Statements)

Name and Principle Position Year Salary($) Bonus(S) Stock and Option Awards ($) Non-Equity Incentive Plan Compensation ($) All Other Compensation ($)  Total ($)

Howard Root 2015 550,000.00 - 499,976 247.500.00 - 1297.476.00
Chief Executive Officer 2014 525.000.00 - 499,990 142,980.00 - 1,167.970.00
2013 500.000.00 - 443,963 190.625.00 - 1.134,588.00
James Hennen 2015 300,000.00  50,000.00 199,979 85.950.00 450000  640.429.00
Senior Vice President of 2014 280,000.00 - 199,996 39.228.00 437500  523.599.00
Finaance and Chief Financial Officer 2013 265.000.00 - 181,681 61.533.00 3,188.00  511.402.00
Charmaine Sutton 2015 383333.00 62.500.00 249974 100,334.00 4.500.00  800.641.00
Senior Vice President, 2014 360.000.00 - 249,995 61.992.00 438000 676367.00
Regulatory & QA 2013 340.000.00 - 221982 70,839.00 3,188.00  636.009.00
Chad Kugler 2015 350,000.00 45.833.00 183,324 76,125.00 406600  639.348.00
Senior Vice President of 2014 196.000.00 - 999.993 40,982.00 2,631.00 1.239.608.00
Research & Development - - - - - - -
Catrie Powers 2015 300.000.00 50.000.00 199.979 52,031.00 347000  605.480.00
Vice President of 2014 265.000.00 - 149,997 40.827.00 338400  439.208.00
Marketing 2013 250,000.00 - 150,001 44,141.00 1,690.00  445.832.00

Mr. William Rutstein (63), Sr. Vice President of International Sales Since 2015

Mr. Rutstein was named Senior Vice President of International Sales in J&8d&chowever he has served in various roles for the Company since
joining in August 1999. From July 2010 to January20dr. Rutstein was the Senior Vice PresidehWorldwide Salesand the Vice President of
International Sales from October 2008 to July 2010.

Ms. Laura Lonsdale, Vice President and Compliance Officer

Ms. Lonsdalejoined Vascular Solutions in Augu2014 as a Vice President and Compliance Officer. Before joining Vascular Solutions, Ms. Lonsdale
served as the head of the OffiseBusiness Conduct and Ethics, along v&tmior compliance counsel at Pentair, Ltd. Ms. Lonsdale has held various
compliance rolesince 2003 and hasJaris Doctorof Law from Boston University.

Phillip Nalbone (54), Vice President of Corporate Development and Head of Investor Relations
Mr. Nalbone has served as Vice President of Corporate Development and Head of Rekdtons since September 2011. Prior to joining Vascular
Solutions, Mr. Nalbone spent 20 years as a medical device analyst for multiple investment firms.

Vascular Solutions Corporate Objectives Weight of Objective

(1) Achieve $141 million in net revenue in 2015 30%
(2) Attain 2015 adjusted earnings per share of $0.90 30%
(3) Achieve specific milestones for five material new products 20%
(4) Acquire or enter into an agreement to distribute a material new product 20%

Executive Incentive Compensation Plan

Under the Executive Incentive Compensation Plan, the CE@arana bonus of 50% of his base sal&gnior Vice Presidents can earn a bonus of 30%

of their base salaries for achieving a target | ev ediswifhtep &% d6ncorporate c e
objectives and 25% on individual objectvesn d Seni or Vi ce Presidentsd bonuses are weighted
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Appendix B: Regression & CAPM(Source: Team Calculations)

Coefficients  Standard Error t Stat P-value Lower 95% Upper 95%  Lower 95.0%  Upper 95.0%
Jensen's Alpha 0.015056399 0.011443322  1.3157366% 0.189873197 -0.007518198  0.037630997  -0.007518198 0.037630997
Beta CAPM | 1.173433715 | 0.260050821 4.512324589' 1.13129E05 | 0.66042339 1.68644404 0.66042339 1.68644404
SMB 0.043609466 0.01727742  2.524072872 0.012432384 0.009525764  0.077693168 0.009525764 0.077693168
HML 0.029227344 0.020141082  1.451130824 0.148418893 -0.010505592  0.068960281  -0.010505592 0.068960281

Beta is statistically significant at any level.
SMB is statistically significant at the 5% level.
Jensen's Alpha & HML is not statistically significant at any level.

Cost of Capital
In determining our cost afapital,we calculated the arithrtie average return of the S&P 500 for the past 25 years. We chog&-yleartime period

because we believe it is a short enough time span to exclude the industeebramy,but long enough to present us with a sufficient amount of data.
We believe tis time periodbetterreflects our economy today due to technological advancerardtthe switch to more of service based econduy
risk-free mte assumption is based on the current interest rate environment that we are in and we expect interesintaias to rise back to normal
levels in the future. We looked at the average/dér treasury rate during the-g8ar time period and calculated an average rate of roughly 4.8%eéalV
that this is too high with where rates currently are today

Cost of Capital
Risk-Free Rate 3.25%
BExpected Market Return 8.37%
Beta 1.1734
Market Risk Premium 5.12%
Cost of Equity 9.26%
Cost of Debt 0.094
Cost of Preferred 0.0
WACC 9.26%




CFA Institute Research Chenge 13 Jan. 2017

Appendix C: Financial Analysis (Source: Company Data, Team Calculations)

Year 2009A 2010A 2011A 2012A 2013A 2014A 2015A 2016E 2017E 2018E 2019E 2020E 2021E
Profitability
Gross Margin 66.5%  663% 66.8% 669% 673% 669% 66.8%| 6356% 67.0% 67.5% 68.0% 68.0% 6B.0%
SG&A to Sales 49.1%  483%  438%  449%  448% 446% 51.0%| 467%  39.8% 37.1% 36.0%  34.5%  34.0%)
Operating Margin 11.9%% 173% 173% 16.2% 14.6% 15.8% 92% 129% 218% 24.1% 264%  2B0%  2B.6%
Net Margin 79%  273% 10.8% 10.1%% 10.1%% 10.1%% 7.1% 9 5% 14.5% 15.9% 17.4% 18.5% 18.9%%)
Liquidity
Current Ratio 6.18x 4.95x 5.43x 4.61x 5.95x 5.74x 523x 5.90x 6.76% 7.99x 923x 1039z 11 46y
Quick Ratio 4.85x 3.67x 3.74x 3.31x 4.72x 4.51x 3.90x 444 5.40x 6.63x 7.84x 8.98x  10.03x]
Asset Turnover Analysis
Cash and ST Investments 547x 4.46x 5.79x 7.78x 5.22x 3.75x 3.78x 3.75x 3.05x 227x 1.84x 1.56x 1.37=)
Receivables Tumover T7.67x T.Tx 7.90x T.71x 7.82x 7.98x 8.13x] 8.02x 7.89x 7.89x 7.91x 7.91x 7.91x]
Inventory Tumover 251x 2.50x 224x% 238x 2.72x 2.90x 2.66x| 2.55x% 251x 251x 2.49x 2.48x 247
Current A ssets 191x 1.73x 1.87x 2.05% 1.90x 1.77x 1.82x] 1.81x 1.63x 1.38x 121x 1.08x 0.99%]
Total Assets 1.43x 1.20x 1.16x 1.20x 1.13% 1.07x 1.07x] 1.07x 1.03x 0.96x 0.91x 0.86x 082«
Shareholder Ratios
SPS $ 415 % 461 % 524 3 598 % 649 % 712 % 816 (% 944 $ 1058 %1173 31315 % 1474 % 1654
EPS $ 033 % 126 % 057 % 060 % 065 % 072 % OS5E(% 090 % 153 % 18 % 229 % 272 % 312
FCF per Share $ 055 % 038 % 071 % 049 % 089 % 026 % 024 (% 039 % 168 % 195 % 228 % 268 % 305
BV per Share $ 244 § 380 % 407 % 467 § 566 % 640 % 710 % 244 %1019 %1213 %1450 % 1727 % 2044

Gross Margins

Vascular Solutionsarely gives any information on margins (or costs) by prodticerefore we are unable to forecast speci€OGS for each pruct
segment We have used guidance for gross margins to determine an approximation for COGS. Management has stated @odl@Limgrikeis an

80%+ gross margin product, with expectations for this to continue to remain constant. Our forecasted gross marginisxqansioourrent product
pipeline margins estimated to be around 70%, combined with the expected growth of Guidedimarnpikes a | e s . Management 6s s|
gross margins is beten 66% and 68% for 202819.

Research and Development

Our forecast isor R&D to contract as a percentage of revenue. Management has given guidance to reduce R&D spending as a percentageivfireven
expectations fol0%12% by 201&019. The sevegear historical average from 20@915 has been 11.8%, and a deep pragipetine, combined with

the government agreeing to cover the costs associated with the RePlas product, we believe R&D spending will begin tonwaodsrdice industry
average

Sales and Marketing

Management has recognized the opportunity to levehegeurrent sales force, specifically keeping headcount generally stable. Management has expresse
a target of 19% of revenue by 202819. We believe this is aggedge in the short term, howevexpect that the growth rate of revenue Wwelp drive

this expense down.

General and Administrative

Vascular Solutions incurred significant General and Administrative Expenses in the past, primarily due to litigation agpecisésd witfiShort Kit.
Excluding this litigation, the Company has been able to Keeperal and Administrative Expenses between 6% and 8% since 2012. We thelieve
Company will be able to avoid significant litigation expenses in the future, and as a result, expect General and AdenExgieates as a percentage of
revenue to derease moving forward. Again, management has stated expectatidhis fexpense to be 5% by 202819, however we feel this is fairly
aggressive in the short term, and do not expect the Compaagdio this level until 2020.

Operating Margins

In 2013 operding margins were 14.6% and increased to 15.8% in 2014. Due tatilitigexpenses froiShort KiD, operating rargins contracted by
6.6% in 2015 to 9.2%. Going forward, we expect no significant litigation expenses to occur, and given the expetitatdobdxpenss as a percentage
of revenue, operatingangins wil reflect the leveraging of Research and Developi@akes and Marketing, and General and Administrative Expenses.

AccountsReceivables
The severyear historical average of Accounts Rigable, as a percentage of revenue has been 13.5%. We believe going forward this percentage wil
remain constant, as we do not expect to see any changes in thesoomidesof Vascular Solutions.

Inventory

In 2015, nventory levels were higher than prigears due to the anticipation of a reduction in production levels. The Company began the process of
renovating manufacturing facilities in 2014 which may have temporarily restricted production levels. We expect that ievetgarill remain slightly

higher in 2016, and in 20 will begin to return to the sevgmear historcal average of 14% of revenue

Net Property, Pl ant, and Equi pment (APP&EO)

Due to the recent facility renovations and purchases in 2014 through 2016, PP&E has roughly increb3exilign$each year. @king a conservative
approach, we believe the Company will not require any additional significant capital expenditures to maintain currerturanieaels. However, due

to the expectations of continued growftthe business, we recognize there will be continued growth in PP&E. To forecast out PP&E, we used our termina
value growth rate of 3.1%, asgrowth rate, year over year.

Accounts Payable
The historical average from 2009 20150f Accounts Payable hdeen 3.4% of Revenue, and & ®f Cost of Goods Sold. We believe that the business
modelwill continue as planned amktcounts Payable will remain relatively constant as a percent of both Revenue and Cost of Goods Sold.
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AppendixD:Por t er 0 scesRAnalysqSdua: Team Estimates)

Porter's Five Forces

Poweé of Suppliers

3
Threat of New Entrants 1 Power of Buyers
-1
Threat of Substitution Competitive Rivalry

Supplier Power

Vascular Solutions relies on single suppliers of multiple inputs for products, most notably is the reliance on King Pieaih&metirombin. It may be
difficult to find other suppliers who can provide the same product for a similar price and in the same quantity, innaatimety Also noteworthy is the
relationship with Medtronic, as Vascular Solutions uses products fronréédfor reprocessing, and distributesthto third party vendors, as well as
back to Medtronic

Buyer Power

For the basic products that are not specific to Vascular Solutions, such as general catheters, it is very easy fantakgtal$o switch to a competitor,

or to drive prices down. However, there are specialty products that Vascular Solutions has that physicians and hospitizdd tanther placedn
addition the RePlaproductcurently has n@ompetitorsthereforethe Compan will be able tadetermireits price. It is difficult forVASC to get involved
with Group Purchasing Organizations because many competitors can offer larger product lines that include productstmutsigefiefds that Vascular
Solutions perates in. Howevethe Companylso has many buyers and so if they lose;it is not detrimental to the business. A strength that the
Company doebaveis in thesales team. Vascul&olutionsemploys 105ales people and a portion of the sales force wece medical professionals.
The sales force has also established relationships with physiciahespithls

Competitive Rivalry

In the medical device industry, theaee always competitotsying to outdo whabther companieare focusing onHowever, because Vascul&olutions
does not rely on one specific product to grow, tieenBany has positioned itsedfrategically between larger compan{btedtronic, Bston Scientific),
and snallercompaniegAngioDynamics, Spectranetics, Asahi Inte¢tdwever, the medical device industry is always changir e needs of patients,
andbecaise VASC operates in a unigaea does nomean that will last forever.

Threat of Substitution

Some of Vascular Solutiogrowth is dpendent on theontinuingswitch from femoral to radial access. If this shift does not continuefesndral
remains the primary access point, the Compaitlysee minimal growth iertainproduct lines. Many product¥ASC supplies are niche guucts, and

just because sales are strong and growing now, does not mean tHfeyewdt. There are always newogucts coming to fruitioV ASCdés succes
be dependent on its ability to continue to discover the neve mierkets where others do not operate.

Threat of New Entry

Vascular Solutions identified the market for niche products early, especially the shift from femoral to radial accessheam diale to capitalize on it.
The Company is one dfiefew who gow to be as large as thare without being acquire®ue to this, th&€ 0 mp a sizg ansl access to markets has
created a significant barrier to entry for competitors. Vascular Solutiores $teeng cash positiothereforeif a smaller company entethe market with
threating poducs, the Company has the ability to purchase the specific products or the entire company.
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Appendix E: Adult Obesity in U.S. (Souce: The State of Obesity)

Appendix F: Obesity Rates and TrendgSource: The State of Obesity)



