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Setting the Scene 5

Our Industry faces a lot of challenges and will have even more which requires
from our product innovation that:

* We will need continuing flow of new products;

* We need these products for corporate growth and sustainability;

* As the market is very demanding with shorter product life cycles we will
need these products even faster than today.
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Setting the Scene (C’td) N\

So what’s the main challenge ?
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What makes the business tick

How Licensing can help

Product innovation basically comes from three places:

1. Internal R&D — Your own R&D employees develop products for you;

2. M&A — Buying companies and integrating their products in your portfolio;

3. Licensing in — License in products, which you can sell better, as developed by
others who may be better at developing them than you are.
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Some considerations to make/some questions to ask

* Generally internal R&D cost versus turnover;

« How does the ROI relate to internal R&D:;

Internal

R&D * Focus on major or incremental gains in R&D.

Product

Innovation
* Synergies in acquisition-target by respecting
(product) integrity;

* Availability of key people management;

?Collm M) » Balance acquisition costs vs. acquired assets.
Win-win Value for
' range : License
| | owner
* (under)utilization what's in it for you
(quality/price/added value as such etc.);
: « Win-win scenario’s considered (like in Ogura);
0 ! . Value for « Other reasons.
| : Licensee
Cost of
License
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'Licensing -
Qualifiers

Ensuring FTO (e.g., avoiqing possible infringement H 3.2/ n= 190
action)
Closing technical gaps and inr!d spots for firm s _ > B n= 192
core technologies

Enabling rapid time to market 2.7 n= 192

Access to complementary technology to develop the _ 5.6 n= 189
core technology further .

Expanding business or R&D in areas/directions new
or complementary to the firms core technology

Avoiding costs and risks associated with own R&D _ 2L3 n= 194
Expanding know-how ("learning-by-licensing”) || IEGTGINGE .0 n= 191

Other motives _ 1.4

1.0 1.5 2.0 2.5 3.0 3.5 4.0

2.6 n= 191

*) arithmetic mean on a scale from l1l="unimportant motive’ to 4="very important
motive’

Source: Technopolis survey
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Disqualifiers

Too high prices charged by licensor or other n= 266
unacceptable licensing terms
Refusal of licensor to grant license n= 258
No need/interest to license in n= 259
Risks of divulgating own technology strategy n= 261
Absence of a sufficiently well-working market for n= 261
technology/patent licenses
Difficulty identifying suitable licensing partners (or n= 263
being approached by unsuitable partners)
Lack of experience n= 261
Costs for drafting and managing licensing n= 261
agreements
Lack of fiscal incentives n= 254
Other barriers n= 39
Lack of legal model contracts n= 262
3.5 4.0

*) arithmetic means on a scale from l="unimportant barrier’ to 4="very important
barrier’

Source: Technopolis survey
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Depends foremost on your
business model, (risk) appetite
and what you want to achieve

overall.

l

Licensing

Yes or No

Qualifiers e " Disqualifiers

Too high a cost.

Lowering cost vs. Turnover.

Quiality addition to Products. Unsuitable partners.
Win-Win. Not (really) innovative — me too.

Page 9 # Rob Huilten Global Head of Law, Patents and Compliance « 17-11-CMGC Conference Bayer CropScience



B

A
BAYER

E

R

Forward-Looking Statements

This presentation may contain forward-looking statements based on current
assumptions and forecasts made by Bayer Group or subgroup management.

Various known and unknown risks, uncertainties and other factors could lead to
material differences between the actual future results, financial situation,
development or performance of the company and the estimates given here.
These factors include those discussed in Bayer’s public reports which are
available on the Bayer website at www.bayer.com.

The company assumes no liability whatsoever to update these forward-looking
statements or to conform them to future events or developments.
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