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IP Management has arrived at the C-Level
° 1995-2006:

Initial community wanted tighter link between cash flow and innovation
Gathering1.0 set the de facto standards for IP value extraction ‘

= Documented in multiple best-selling books
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=1 ° Late 2006:
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> Gathering1.0 — “Where’s the transparency and efficiency for the IP market?”
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Gathering2.0 Community
Where IP pro’s meet their peers for best practices
Gathering2.0"

HOME | READING ROOM | BLOGS COMMUNITY RESOURCES MEMBERSHIP | ABOUT US SEARCH

I

Realize the value™

Announcements.

+ September's Webinar: The
Emerging Role of the Chief 1P
Officer (CIPO) Is scheduled for
11:30AM, September, 11. See
details below.

+ Updated Blogs Sharon has a
new post about the recent patent
legisiation passed by the US
House of representatives. Read
It here.

Featured Content

PODCAST: Open Innovation:
Concept to Cash in 30 Months.
Speaker: John Raley, Carglll

ARTICLE: The truth about
non-core licensin

By: Eugene Potkay and Suzanne
Harrison

1AM - OCT/NOV, 2006

ARTICLE: Towards a more
inclusive patent world
By: Sharon Orlel

Upcoming Events

Oct 9, 2007
October Webinar: Einstein
in the Boardroom

Nov 13, 2007
November Webinar:
European 1P - Future
Trends

Full Event Calendar >

= The Gathering2.0 community is for all

(= professionals responsible for managing

[} intellectual property and I-stuff as

= strategic business assets.

(]

> Welcome to the Gathering2.0 Community Lo Ringtetan
Q username: |

i Join our community. Attend our communty webinars and conferences. Share Industry papers with other Password:

= community members; participate In discussions, read blogs from our experts, and much more.

(4] If you're already a member, log in at the right.
.E Not a member? Click here to leam more. Regl=taci= EQpatEmenont
3

Community Spotlight

The Spotlight Is on:
Patrick Sullivan, D.B.A.

* Patrick Is a
@ founding partner
SR of 1CMG.

Click here for Patrick's answers
to our Spatlight Questions.

1AM - June/July, 2006
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IP Is Undergoing A(nother) Radical
Transformation
* 1982

Court of Appeals created to hear patent cases

Begin the era of “IP as A Legal Asset With Value”
° 1995

ICM Gathering formed to create Value Extraction management
discipline

Enter the era of “IP As A Business Asset”
° 2000
Dot com bubble
Begin the era of “Intangibles - A Hidden Asset”
° 2006/2007
Supreme court decisions claw back patent holder IP rights
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USPTO rule changes stopped by the IP Legal community
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So What Will We Be Facing In 20087

Realize the Value ™
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IP Business Management Gets Real

The Emerging Marketplace
Validity, Validity, Validity
IP Risk Management
Technology - Make vs. Buy
IP As Public Policy
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Emerging Marketplace: More liquidity, finally!

Realize the Value ™
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What’s Happening In The Marketplace?

Buyers: Sellers:

* Do complex & expensive due « Engage brokers to package
=l diligence IP & find buyers (charge 20-
2 40%)
= ° Only see offers that are
z presented to them * Selling process takes 6-12
< , months
» ° Have no idea how much they
| should pay * Have no idea what their IP is
§ worth

Bottom Line: Highly inefficient, fragmented market I
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Patent Transactions
25 Miedian ]
Expected Value * 50,000 patents sold/yr'
20 .
* Prices range from $10K - $1M
2 s per patent (median: $50K-
c 100K)2
= . ,
= 10 Annual transaction volume
F=] -
S >$500M and growing®
]
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1. 2005 data from Nathan Myrvold 2007
© 2007 PetniierrRgegeriases axetions 2007, Microsoft 2007, IBM 2006, Thinkfire 2007 database, IPB AG 8
3 Reported transaction volume from ‘patent investors’, hedge funds and others - ~$2B of dry powder

IP Portfolio Value Distribution
commercialize rotect & enable
enforce {he business and/or license C divest
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0% «—5% 75% 100%
PERCENT (%) OF PORTFOLIO Source: “Edison in the Boardroom” (2001)
Less than 5% of IP in a portfolio is directly utilized
© 2007 ICommunity Services Inc. 9

Law Seminars International | Seattle Technology Law Conference | 12/13/07 in Seattle, WA



Suzanne Harrison of Gathering 2.0 Speaker #: 11-6

It’s About The Information!

* Because of the lack of transparency, there is an influx
of Private Equity money (estimates are around $5
Billion) looking to arbitrage

* Litigation as a business model has provided an
incentive for IP transactions

* There are no consistent data on the transaction market
size (# of deals/yr) , nor on the type of deals being
transacted

Realize the Value ™

Bottom Line: Gathering2.0 and a group of large IP Buyers
are working to standardize the transaction process and
increase both transparency & efficiency
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Legal: Validity Gets Defined
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What’s Happening In The Courts?

° In 2006 & 2007 the Supreme Court ruled on more
patent cases than it had in the previous 20 years

KSR raised the bar for obviousness

eBay eliminated the “automatic” injunction for the patent
holder

Medimmune killed the concept of a “soft letter” and allows
licensees to challenge patent validity

* There are serious arbitrage opportunities between the
Court system and the USPTO regarding who
determines validity? At the very least, it appears that
the two groups are using different standards to
determine validity. And what does this mean globally?

Realize the Value ™
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What’s Happening In The Courts?

* There are serious arbitrage opportunities between the
Court system and the USPTO regarding who
determines validity? At the very least, it appears that
the two groups are using different standards to
determine validity. And what does this mean globally?

=
=
(]
=
©
>
(]
=
et
()]
N
©
()
14

Bottom Line: Both operating and non-operating
companies find their patent portfolios devalued under the
Supreme Court rulings. Many companies are slowing

down their rate of patenting and taing a long hard look at
the value of patents to their businesses

©2007 |Community Services Inc. 13
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Management: CIPOs arrive as SARBOX hits

Realize the Value ™
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What’s Happening At The Corporate Level?

How do | use IP to change the
direction of my business?
5%

How do | align IP with
business?

Profit Centeﬁ

15% [ 4 How do | make money?
- row dofedteostsr

800/0 Of

today’s IP

e —How mm—

Owners
Source: “Edison in the Boardroom” (2001)
©2007 |Community Services Inc. 15
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The Emerging Role of the CIPO

* CIPO’s are looking to bridge the knowledge gap
between tax, M&A, Legal, Business Units and
Innovation

° As IP becomes a strategic asset, then someone should
be responsible and accountable for managing and
growing that asset

° At the same time, IP also brings a large and often
complex risk profile and CIPO’s need to help
businesses understand and minimize the risk while
still maximizing the upside of IP

Realize the Value ™
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The Emerging Role of the CIPO

° Many large corporations have learned there is value in
centralizing both IP activities and authority

° As the Hedge Fund capital crunch continues, there are
likely to be “Mismanagement of Intangibles” lawsuits
that arise in early 2008. For publicly traded companies
this will likely mean an increase in IP process scrutiny
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Managing IP to comply with SOX

EY identified three key conflicts related to IP that threaten the value
of intellectual assets

1. Pursuing IP infringers
- Know your own inventory
2. IP valuation in the wake of M&A transactions
- Understand the Accounting impacts of IP
3. Violating IP rights/Mishandling IP from another company

- How does this play out for High Tech industries where it is
impossible to release a product without infringing?

Realize the Value ™

Bottom Line: Not clear that this will become a fully fledged
SOX issue, but there will likely be a number of IP class
action suits that arise

Source: “Managing IP Risk in Accordance with Sarbanes-Oxley” (2006) by Gary Bender, Ernst & Young
© 2007 ICommunity Services Inc. 18

Technology: Open Innovation tackles “NIH”
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Open Innovation Impacts IP Management

* Speed to market and access to IP rights are often in
conflict

* Risk benefit analysis of make vs. buy often ignores IP

* Open Innovation “Team” requires significant IP
Resources

* Open Innovation requires a fundamental change in
how a company views Innovation and will require a
different set of resources and skills

Realize the Value ™

Bottom Line: IP is what makes Technology and the resulting

Innovation unique. Corporations must strategically manage Open
Innovation AND IP.
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Public Policy: The USPTO talks business

H
=
()

=
©

>
(<]
=
et
()]

N

©
(]

14

©2007 |Community Services Inc. 21

Law Seminars International | Seattle Technology Law Conference | 12/13/07 in Seattle, WA



Suzanne Harrison of Gathering 2.0 Speaker #: 11-12

What’s Going On At The USPTO?

* PTO’s around the world are facing increasing backlogs
and are only expecting things to get worse as China
begins to embrace IP.

° In an effort to decrease backlogs at the USPTO, they
released new Claims & Continuations rules in
September 2007. On Halloween, a court sided with
Glaxo and enjoined the USPTO from enacting the new
rules.

* The USPTO has recently announced that 75% of all
patent applications come from large corporations

* CEO'’s rarely visit the USPTO to discuss IP related
issues

Realize the Value ™
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What’s Going On At The USPTO?

° 2007 also saw the Patent Reform Act work through the
Legislature. Major provisions include moving to first
to file, damages apportionment, fee control and
substantive rule making at the USPTO, and changes to
willfulness and inequitable conduct (making both more
difficult to prove)

* What is lacking in the current conversation is a review
of the innovation policy of the US and its businesses
and how these changes enable (or hinder) current

policy
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Bottom Line: CEO’s need to become more vocal to both
the USPTO and Congress about prosecution, validity, and

litigation. For the first time in history, the USPTO is now
actively paying attention.
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Innovation Public Policy Silo

* More and more countries are focusing on increasing
Innovation along with increasing the monetization of
intellectual property that results from the innovation

* Countries such as China, Singapore, India, Denmark,
Scotland and Ireland are all spending large amounts of
government resources to help their companies focus
on innovation and also to enable them to monetize
their innovation in the emerging global marketplace

Realize the Value ™

Bottom Line: More countries are focusing on increasing
Innovation as a way to increase job creation and monetize
previous government spending on R&D
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IP in 2008: What’s The New Reality?
IP Business Management Gets Real

Bottom Line: Businesses have an
opportunity to make a fundamental impact
on the IP arena in 2008.
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Gathering2.0

Realize the Value

Contact Information

Suzanne Harrison
CEO

Gathering2.0

2061 Avy Ave., Suite 201
Menlo Park, CA 94025
suzanne@gathering2.com
+1.650.461.8059 (w)
+1.415.509.4469 (m)
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it Practices in
Intellectual
Capital
M
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