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BUSINESS DEVELOPMENT AT XTPL - UPDATE

o OPEN DEFECT REPAIR (ODR) - TALKS WITH MAJOR INTERNATIONAL PLAYERS

In the area of open defect repair (ODR), we are aiming at cooperation with large
international companies. The global market leaders are: LG, HPK, V-Technology, Orbotech,
Han’s Laser and Charm Engineering. \We are in talks with five of them. Talks with the
Chinese company Han’s Laser concerning delivery of hardware were started in 2018.
However, as four of the above players also became interested in this application, with
their preference being a licence purchase, a model more favorable for XTPL, we decided

to make a similar proposal to the Chinese firm as well. The group of companies interested
in the XTPL solution is much larger, but we have decided to choose five entities for which
the business value of the XTPL solution is the highest in our opinion. That increases

the likelihood of obtaining the most favorable parameters of a potential license agreement.

In the coming weeks, we plan to start talks with another major player in this market.

With some of these entities, we have already completed the technology validation stage
and we are waiting for the decision whether the “design in” phase will be implemented
here. If so this will indicate project commitment of both our company and partners, aimed
at developing the dedicated solution. Alternatively we will move forward to negotiations
of main business conditions. XTPL is the only company in the world that has the solution
for the problems faced by that market. This is an important sector for us because

a successful ODR implementation will allow XTPL to enter other areas of the display
market, which is estimated at USD 28 billion.

* PROGRESS IN THE NEW R&D PROJECT FOR THE DISPLAY MARKET
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The XTPL technology is used for repairing open defects of conductive

structures occurring during production. Those defects are, among others,
responsible for dead pixels. In the case of such defects, rejects in the
production of displays can reach up to 50%, especially where a new
generation of displays enters production The cost of semi-finished
products for displays amounts to 50-70% of the cost of the final product,
so manufacturers cannot afford to give up the repairing process. To be able
to implement this process efficiently, taking into account the progressing
miniaturization and the simultaneous increase in the resolution of next-
generation displays, manufacturers expect this repair method to offer

a significantly higher precision. The market needs conductive structures
with a width below 3 um (micrometers). \With its most precise printing
method in the world, XTPL addresses this problem not only for the
existing products, but also with respect to the next generation of devices.
The company is doing an additional R&D project in this area, attaining
excellent results. Using its additive nanoprinting method, the XTPL team
has achieved the world’s first detours, with a width below 3 um (in the
photo above the detour printed by the XTPL method with a width

of 2 um), for repairing broken conductive lines. Such a technological
result is an important achievement and confirms the company’s position as
a global leader in ultra-precise printing.

e STAGES OF TECHNOLOGY COMMERCIALIZATION IN DEEP TECH COMPANIES

In deep technology companies, such as XTPL, commercialization is a complex process
that is spread over time. It can be divided into five main stages, each taking from several
to over a dozen months. The lead time largely depends on how fast the company’s partners

can act.
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Before entering the commercialization stage, the company needs to develop its base
technology, which usually takes several years (it took two years for XTPL to complete this
phase). In the case of platform technologies, the next stage (in some cases ovelaping first
stages of commercialization) is to adapt the technology to the requirements of a specific
application field. The actual process of implementing the dedicated solution on a given
market requires going through more and more advanced stages. In relation to a given
application field, they can all occur or not, the model process is described below.

The first step is targeting, i.e. defining and selecting sales prospects. In the next phase,
carried out with selected partners, the company exchanges technical details and identifies
specific needs of the potential client - this is the active prospecting phase. This phase

is followed by a proof of concept, which is oftentimes divided into several stages. Here,
technological information is discovered by clients gradually, as we often talk about
revealing the world’s most technologically advanced processes “from inside”. In this phase,
the company confirms during numerous tests the declared parameters of its technology,
validating at the same time the capabilities of the offered solution. The first formal
document might appear here - the TEA (Technology Evaluation Agreement), an agreement
regarding testing and optimization of the technology in accordance with the partner’s
specification. Once all the requirements of such specification have been fulfilled, the
partners decide whether or not to enter the design-in phase, which aims to adapt the
technology to the specific requirements of a given client’s production process. At this
stage, the likelihood of contract finalizing the commercialization increases significantly to
60-70%. It is also the time of verification of the company’s IP position and confirmation of
partners’ involvement, usually embodied by the MoU (Memorandum of Understanding).
The document expresses the parties’ intention to work together to achieve the agreed
commercial purpose - an effective and scalable implementation of the company’s solution
for use in the partner’s devices or on its production line. The MoU is often treated as an
invitation to negotiations. With some partners at this stage, a decision is made to sign an
agreement for the joint development of technology - JDA. The adoption of such model
usually means co-financing of works and the first revenues for the company supplying the
technology. Execution of the final contract is often preceded by the design win stage, which
confirms the choice of the solution and is the beginning of negotiatiations of the main
business parameters.

Both before and during the commercialization stage, the key IP is secured, which protects
the company and its solutions, as well as ensures appropriate negotiating position before
a cooperation agreement is signed.
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