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BUSINESS DEVELOPMENT AT XTPL - UPDATE

e SIGNING THE TECHNOLOGY EVALUATION AGREEMENT WITH BOE, A GLOBAL
LEADER IN THE DISPLAY INDUSTRY

On November 12, 2019, XTPL signed a Technology Evaluation Agreement (TEA) with
BOE, one of the leading global companies operating in the display industry based in China.
The partner is also one of the most innovative companies in the world - in 2018 alone,

it submitted 9585 patent applications (having more than 70 thousand patents to its

credit in total), which positions it as the 17th largest patent company according to USPTO
(United States Patent and Trademark Office). Last year, BOE's revenues amounted to

USD 13.9 billion.

XTPL will offer its Chinese partner the nanoprinting technology for creating transparent
conductive mesh that improves electrical conductivity in new generation displays.
Establishing cooperation therefore broadens the area of application of the company’s
technology in this industry. Partially this solution has been developed by the XTPL team
during works on a technology dedicated to defect repair in the display industry and for

the smart glass market. This will allow to start a proof of concept phase with BOE at a more
advanced level. In consequence, this can significantly contribute to increasing the dynamics
of the project. Obviously, it should be remembered that commercialization of deep
technologies is a complex and multi-stage process.

Establishing cooperation with BOE is another confirmation that the leaders of the display
sector want to do business directly with XTPL and they take the initiative. The manufacturer

approached our company at this year’s Display Week show in California.

Once BOE’s technological specification has been met, the next stage of the
commercialization process will commence. The purpose of the next phase (design in) will

be to adapt the technology to the specific requirements of the partner’s production process.
At the same time, BOE has declared that if the project is successful, the next step will be

to start negotiations on the main business arrangements of a commercial cooperation.

e LICENSING THE TECHNOLOGY

Most potential XTPL customers opt for the licensing model of cooperation. They are
interested in buying a license to use the technology developed by XTPL and implement
it in their products or devices. XTPL finds the licensing model optimal due to:

- more favorable ratio between the expected costs and the potential effects

in the form of scalable revenues;

- shorter time needed to introduce the technology to the market.

The licensing model will allow the licensee’s (client’s) potential to be used for testing
the solution efficiently in several or more than ten cycles under near-production

or production conditions. In this model, the licensee is responsible for development
of a logistics chain, development of distribution channels and establishing and
financing an area directly responsible for customer service (including a function
dealing with individual implementations and after-sales support).

The licensing model is characterized by two types of payments to the licensor (XTPL
in this case):

- initial license fee - this is a one-off payment made after signing the agreement;
it is usually divided into tranches (an initial payment and payments related to
the achievement of milestones and transfer of knowledge related to the licensed
technology); their payment is usually effected within 6-9 months of signing
the license agreement;

- royalties - these are regular (quarterly or annual) payments depending on
the volume of sales of devices or products based on the licensed technology
(they are usually calculated on the basis of a percentage of the licensee’s (client’s)
income from the sale of solutions based on the licensed technology or a specified
amount for each device sold). Usually, royalties start to be charged within
12-18 months from the date of the license agreement (the time needed for
the licensee to implement the technology in its product development process)
and their value will be linked to the sales growth achieved by the licensee.

XTPL has adopted licensing as a commercialization model of its technology dedicated
for the display sector for use in open defect repair. In this case, the company’s
management board estimates that the initial license fee might reach even up to
several million US dollars (in the case of an exclusive license, this is the value payable
by one entity; in the case of non-exclusive licenses - this is the cumulative value
payable by several entities), while ultimately royalties may reach several hundred
thousand US dollars quarterly.

o EXPANSION OF THE PATENT CLOUD

The XTPLs R&D team has completed work on another patent application covering
the further scope of IP as part of the company’s unique nanoprinting technology.

The application is related to development of a new type of concentrated nanoink used
in the ultra-precise deposition method. The new patent application was submitted

in cooperation with the American law firm K&L Gates based in Palo Alto, California.

Recently XTPL has announced its plans for a significant increase in its patent cloud.

At present, XTPL already has 10 international applications. For deep-tech companies such
as XTPL, intellectual property is a product and a competitive advantage, while the size

of the patent cloud has a major impact on their value.
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Development and protection of the patent family is of utmost importance for XTPL,

as it is on secured, unique intellectual property that international technology companies
build their value and strong business position in the commercialization process.

The potential of intellectual property is primarily determined by the level of revenue
estimated on its basis, expected after the implementation of the company’s solutions

on the market in individual application fields. This value is also influenced by: the size

and expected growth of target markets, the number and diversification of application fields
as well as the value proposition for each of those markets. Given the platform character

of the XTPL technology, which enables its effective implementation in many application
fields, the potential inherent in the intellectual property owned by the company is
significant.

From the point of view of a future license, the most important patent applications which
XTPL has submitted so far are related to the solutions for repairing open defects in displays.
This is important as the XTPL solution is gaining major interest from this sector, where it

is often the scope and level of protection of intellectual property that determine the firm'’s
market position. A high level of intellectual property protection will guarantee safe
commercialization and appropriate negotiating position for XTPL before the first commercial
contracts are signed with selected partners.
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