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Forward-Looking Statements - Disclosure terms

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

Legal Notice

The product names designated with ™ are brands of the Bayer Group or our distribution partners and are
registered trademarks in many countries.

/1 This presentation is based on speaker’s professional experience. Not necessarily reflects Bayer’s full policies and guidelines.


http://www.bayer.com/

STRENGTHENING SUPPLIER RELATIONSHIPS AND

EMBRACING DIGITAL TRANSFORMATION IN EXTERNAL
MANUFACTURING

 Building strong partnerships with suppliers for longterm success

* Developing suppliers to drive innovation and growth

« Connecting procurement, logistics, planning, and production to optimize
external manufacturing

« Using Al and technology to improve supplier management and
procurement

Objective : Share our experience, targeting to make YOUR life easier




Luiz Barberini — MSc. , MBA , CQE , CPIM , CSCP Sorber

since 2008
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~5.0 bn €

sales with
~6.000 products

@ Supply from >2oo external CMO’S 4 Supply from |2 internal PS Sites

~850 ~13.000
&% formulations Number of Materials &% @




1.6

BILLION






Procurement X Relationship Roles

GETTING

INTRODUCTION THE ROLE ALIGNED
OF TRUSTFUL

WHY WE NEED IT? PROCUREMENT RELATIONSHIP TI&PS

TAKE AWAY S
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Procurement X Relationship Roles

INTRODUCTION

WHY WE NEED IT?




Long Story Short :

To manage the
complexity of an
operational relationship



Managing the complexity
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Managing the complexity
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Managing the complexity
- | Pharma entering higher demand and

' ~ individualized care, enabled by
Al-driven R&D and visible Supply chains

Resilience now means moving from
JUST-IN-TIME to JUST-IN-CASE, with
multi-regional sourcing, pre-qualified
alternatives , buffer stocks and complex
networks

Tariffs are re-shaping both contracts and
footprints



ECO’}‘llg)fniSt = Menu Weekly edition The world in brief Q_ Search v

Leaders | A profligate president

To halt Brazil’s decline, Lula needs
to cut runaway public spending

Investors have started to worry

A Short Story
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Country Size is a Roadbloc
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The Contract X The Reality

In Logistics, contract is based on this...
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The Contract X The Reality

...but sometimes the reality is different

/1 This presentation is based on speaker’s professional experience. Not necessarily reflects Bayer’s full policies and guidelines.



The Contract X The Reality

/1 This presentation is based on speaker’s professional experience. Not necessarily reflects Bayer’s full policies and guidelines.



And the most complex factor
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The procurement guy....
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Procurement X Relationship Roles

THE ROLE

OF
PROCUREMENT




The Outsoucing Way — CTS/CMOQO evolution

FierceBiotech

BIOTECH RESEARCH CRO MEDTECH

Bayer contemplating outsourcing more R&D as part of
restructuring: Reuters

by Joseph Keenan | Oct 16, 2018 2:24pm

Bayer is contemplating outsourcing more of its R&D as part of an overall restructuring
2 g plan, Reuters reported, citing the German pharma giant's work council.
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The Outsoucing Way — CTS/CMOQO evolution

FierceBiotech Market forecast to grow at a CAGR of 5.2%

BIOTECH RESEARCH CRO MEDTECH

Bayer contemplating outsourcing more R&D as part of USD 159.8 B|I||on
restructuring: Reuters

by Joseph Keenan | Oct 16, 2018 2:24pm

USD 112.4 Billion

Bayer is contemplating outsourcing more of its R&D as part of an overall restructuring
2 g plan, Reuters reported, citing the German pharma giant's work council.

2023 2030
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The Roles at Procurement

Procurement
Sourcing Purchasing

Demand analysis, market Opening purchase orders,
research, supplier managing operational
evaluation, supplier tasks, and communicating
selection, bidding, contract with the supplier, auditing
negotiation, supplier order delivery and tracking
insertion, supplier orders already received,
relationship management, receiving and authorizing
supplier performance orders and processing
management payments.




The Roles at Procurement

Procurement
Sourcing Purchasing

When to check on shipped

products?

supplier performance orders and processing
management payments.




The tale
of a

AII.AAIAAAAI






Evolution on Procurement Role

Manual processes with limited
or no tech-deployment

* Non-standard processes

* Low/no tech utilization

* Resource effort not optimized based
on nsk, criticality, value

+ Right balance not found between

speed and riskicomphance
» Lack of clanty on roles and

responsibilities
» Poor data capture from procurement

processes

/1 This presentation is based on speaker’s professional experience. Not necessarily reflects Bayer’s full policies and guidelines.



Evolution on Procurement Role

Manual processes with limited
or no tech-deployment

* Non-standard processes

* Low/no tech utilization

* Resource effort not optimized based
on nsk, criticality, value

+ Right balance not found between
speed and riskicomphance

» Lack of clanty on roles and
responsibilities

» Poor data capture from procurement

processes
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Evolution on Procurement Role

Streamlined processes, empowered
with basic tech solutions
Manual processes with limited »
or no tech-deployment - Standard and optimized processes
= Usa of tech solutions ke unified
S2P platform, RPA, rule-based
* Non-standard processes
« Low/mno tech utilization chatbots, imited use of traditional Al
« Clear roles and responsibilities
* Resource effort not optimized based , ,
on nisk, criticality, value . Mora bandwidth directed to strategic
+ Right balance not found between actvites
speed and risk/compliance * Improved data capture
» Lack of clanty on roles and
responsibilities
» Poor data capture from procurement
processes Step-change In efficiencies and results (like

cost savings) with use of tech-driven S2FP
processes
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Evolution on Procurement Role

Streamlined processes, empowered
with basic tech solutions
Manual processes with limited »
or no tech-deployment « Standard and optimized processes
= Usa of tech solutions ke unified
+ Non-standard processes S2P platform, RPA, rule-based
. Low/no tech utilization chatbots, imited use of traditional Al
+ Resource effort not optimized based « Clear roles and responsibilities
on risk, criticality, value » More bandwidth directed to strategic
S activities
. lmggco ; 'ml o - Improved data capture
» Lack of clanty on roles and
responsibilities
» Poor data capture from procurement
processes Step-change in efficiencies and results (like

cost savings) with use of tech-driven S2P
processes
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Evolution on Procurement Role

Leading edge process workflows,
advanced technology and
Streamlined processes, empowered Gen Al-based solutions
with basic tech solutions ‘
Manual processes with limited » * Judgment-based processes enabled
or no tech-deployment « Standard and optimized processes through generative Al capabiity
- Use of tech solutions like unified * Sophisticated end-user experience
. S _— S2P platiorm, RPA. rule-based through intelligent virtual assistants
« Low/no tech utilization chatbots, kmited use of traditional Al * Max pr:;x:remegt t;am bangv;:,sm
« Resource effort not optimized based « Clear roles and responsibilities X ml mzr zwe'ach BRCET
on risk, criticality, value » More bandwidth directed to strategic R 3 ': sy ati
+ Right balance not found between activities Al my e W
, » Improved data capture pact .
speed and riskicomphance « Enhanced value delivery while
* Lackof ct'nalrt'ty on rojes and requiring lower manual intervention
responsibilities
» Poor data capture from procurement
processes Step-change In efficiencies and results (like
cost savings) with use of tech-driven S2P .
processes Transformative procurement results, with

generative Al sugmenting procurement team
skillset, adding significant vaiue in
Jjudgment-based activities, and further
enhancing transactlonal activities
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Evolution on Procurement Role

Manual processes with limited
or no tech-deployment

Non-standard processes

Low/no tech utilization

Resource effort not optimized based
on nsk, criticality, value

Right balance not found between
speed and risk/comphance

Lack of clanty on roles and

responsibilities
Poor data capture from procurement

processes
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Streamlined processes, empowered
with basic tech solutions

« Standard and optimized processes

= Usa of tech solutions ke unified
S2P platform, RPA, rule-based
chatbots, imited use of traditional Al

» Clear roles and responsibilities

» More bandwidth directed to strategic
activities

* Improved data capture

Step-change In efficiencies and results (like
cost savings) with use of tech-driven S2P
processes

Leading edge process workflows,
advanced technology and
Gen Al-based solutions

« Judgment-based processes enabled
through generative Al capabiity

» Sophisticated end-user experience
through intelligent virtual assistants

* Max procurement team bandwidth
cdeployed towards strategic tasks

» Advanced data governance and data
quality 10 enable maximum generative
Al impact

» Enhanced value delivery while
requinng lower manual intervention

Transformative procurement results, with
generative Al sugmenting procurement team
skillset, adding significant vaiue in
Judgment-based activities, and further
enhancing transactional activities




Bayer External Manufacturing Model
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The Technology approach

Hi Tech X Hi Touch




Relationship Important Insights

The Intangible Relationship




Relationship Important Insights

@ The Intangible Relationship
o> 5




Procurement X Relationship Roles

TRUSTFUL
RELATIONSHIPS

X

Al




Approach Above and Beyond - PROCESS
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;")‘(Z [ Intro of Strategies/Programs/Vision 5333\ Organizational Changes
Health for All - Hunger for None :
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New Order to Warehouse Data

R Oﬁ/‘fgggfg Cash PH/CH & Distribution Analytics




Approach Above and Beyond - TECHNOLOGY




Approach Above and Beyond - TECHNOLOGY

Digitization
The process of making informa-

tion available and accessible in
a digital format.

Digitalization

The process of considering
how best to apply digitized
information to simplify
specific operations.

The process of devising new
business applications that
integrate all the digitized data
and digitalized applications.



Approach Above and Beyond - TECHNOLOGY
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Approach Above and Beyond - TECHNOLOGY

I think we may
have o solution To
all our problems,







Key Relationship Factors

Bacon & Eggs
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Key Relationship Factors

Bacon & Eggs

The chicken is
involved but the pig
is committed



Key Relationship Factors

Bacon & Eggs Paddleball
The chicken is

involved but the pig
iIs committed



Key Relationship Factors

—

Bacon & Eggs Paddlebali
The chicken is When you send good
involved but the pig balls, odds are you’ll

iIs committed get good ones back



The new procurement model — focus on customer & user

Clients




The new procurement model — focus on customer & user

Users

Clients




Human Intelligence X Machine Learning Al

Human Overseen on critical situation

HI (emotional context)
Interrelational connections driving common
supported decisions

Human creativity in conditional thinking

Incredible Precision should not go with great
confusion

Human driven decisions modelling will still

give us clear approaches in moments of
great confusion and emotional stress

// The concepts here presented are based on author’r background, not necessarily representing all Bayer policies

No inteligente analytics but inteligente
assistance

Help humans to look at, understand and
organize the situations they will be in

Reality will be presented objectively
Information will be available in the realtime
of its analysis excluding biased and

subjective past experiences

Al controlled prognosis tools free from
cognitive bias



Human Intelligence X Machine Learning Al

Human Overseen on critical situation

HI (emotional context)
Interrelational connections driving common
supported decisions

Human creativity in conditional thinking

Incredible Precision should not go with great
confusion

Human driven decisions modelling will still
give us clear approaches in moments of
great confusion and emotional stress

No inteligente analytics but inteligente
assistance

Help humans to look at, understand and
organize the situations they will be in

Reality will be presented objectively
Information will be available in the realtime
of its analysis excluding biased and

subjective past experiences

Al controlled prognosis tools free from
cognitive bias

Humans generates value and are accountable for outcomes coming from ML insights

// The concepts here presented are based on author’r background, not necessarily representing all Bayer policies



Next generation Manufacturing Strategies

Pharm
aceuti o |
cal 1 Decentralization @ Production
'F Real-time visibility and tracking shift to target areas
Yy . .
. . 1 Al driven accurate analytics
Overstocking and understoking . :
lanc avoiding plant downtime

3' Cold chain loses o
 Always-on connectivity and

real-time plant and CMO

4 Counterfeit medicines -
connectivity

Overreliance on a single region : - :
5 oE 1 Permanent availability without

stock pilling



Procurement X Relationship Roles

GETTING
ALIGNED

TIPS
&
TAKE AWAYS




Manage Business and Relationship with

TRANSPARENCY
HONESTY
SINCERE COLLABORATION

helps in getting full Trust



100% of customers
are people.
100% of employees
are people.

If you don't
understand people,

...you don't
understand
business.
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Closing....

CREDIBILITY + RELIABILITY + EMOTIONAL

SAFETY
—(-u-—_t - — | RU
intangible

SELF ST

ORIENTATION
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THE COMMUNICATION
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Closing....



Build relationship based on trust,
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STRENGTHENING SUPPLIER focused on
RELATIONSHIPS AND EMBRACING i customer’s needs
DIGITAL TRANSFORMATION IN T
EXTERNAL
MANUFACTURING

FINAL COMENTS AND
TIPS
and helped by the

humanized technology



Closing....

There are two rules for the success:
1. Never tell everything you know.

Roger H. Lincoln

Detroit City councilman, Juvenile Justice Court judge, and author

ee you
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Thank you

And please provide your
feedback
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