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Functional Food benee
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Functional food is food containing functional ingredients

Food ingredient industry provides food industry with

innovative functional ingredients to produce innovative food
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Definition of the term ,,Innovation® and its
consequences benee
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»Research is transfer of cash into knowledge,
innovation is transfer of knowledge into cash.«*

Falk F. Strascheg, u.a. ehemaliger Président der European Venture Capital Association

Dr. Pol Bamelis, Mitglied des Vorstandes der Bayer AG zur Eréffnung der 121. Versammlung der GDNA, 2000
Prof. Dr. Claus Weyrich, Mitglied des Vorstands der Siemens AG, Corporate Technology, 2002

Prof. Dr. Andreas Pinkwart, NRW-Innovationsminister, 2006

=> Innovation is generally understood as successful!! introduction of a
new thing or method

= Key parameters to determine success is profitability
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From ideas to innovation benee
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GKC

GKC

Phase 1
»Concept
Investigation*

»ldea
Generation and

Phase 2 Phase 3 Phase 4

Feasibility* »Implementation“ ,,Post release“
Exploration*

Subteam CFT CFT CFT/Sales Sales

Gate 1 Gate 2 Gate 3 Gate 4 Gate 5

Significant pre-market R&D and management attention is needed
prior to a successful product launch & first returns
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Developments needed for an ingredient providing

health benefits

benee
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T

Food/nutrition Nutrition
Labelling Profiling

Innovation can
finally be placed

and communicated
in the market !!
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Example: a novel food ingredient
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Isomaltulose (Palatinose™) is the ONLY Difference in bload
fully digestible, low Gl carbohydrate glucase {mmalll)

providing prolonged energy release in the
form of glucose 2,
* Non cariogenic

* Very low glycemic and low insulinemic
* Balanced & prolonged energy supply

* Promotion of fat oxidation

—>Isomaltulose (Palatinose™):
“Next generation sugar” to cope e

3 -

5 -

—— Palatinose™ — Sucrose

60 a0 120

Time {rnin.]

with modern nutrition requirements
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“Palatinose™ enables fat oxidation”
- Necessary science to substantiate benee
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Set of smaller studies
to extend
substantiation
- Market-relevant
doses, target group &
application

Intervention study to confirm
Proof of concept, basic principle & test method
literature research in human

and basic planning

High dosage, physiological-
driven choice of reference and
target group

[
1 years 2 3
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* §13.5 claim dossier under preparation

A successful ingredient development needs: benee
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* 5-10 years pre market-entry development period
30 — 50 mio. € R&D costs

50 — 300 mio. € investment in production plant
300 full time workplaces (FTE) per ingredient

Fast time-to-market is absolute crucial for success
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Economical effect of delayed market entry

(MODEL CALCULATION)
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Assumptions:

* Market entry base case:
* Scenario B

Consequence for profitability

* IRR Base case: 17 %

* IRR Scenario B: 2 %

Year 4

Year 7 (+ 3 years)
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Accumulated cash flow — different scenarios

.

—— Basis —+—Scenario A —&— Scenario B
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Conclusions (1/2)
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For Isomaltulose (Palatinose™)

Health benefits are well scientifically substantiated
* Profitability is “at the edge”

* However, only because currently claims can be made
that in future would need pre-market approval ...

¢ ...Only therefore, first returns were possible
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Conclusions (2/2) benee
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For new ingredients

* No transition period
* No early returns

* E.g. Novel Food & claims approvals
demand long lead times

* Very high risk of projects to fail
2 not because of insufficient health benefits
= but because of lacking profitability

Risk: Discontinuation of food ingredient innovations
in EU to the disadvantage of consumers health
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