ipCapital Group, Ine.

400 Cornerstone Drive, Suite 325
-~ Williston, VT 05495-4046
Tel: 802.872.3200 x283
Fax: 802.288.9468

dklaila@ipcapitalgroup.com

Davis Klaila, Senior Manager

Davis Klaila has over fifteen years of experience as a consultant and an executive

bringing together people and ideas to produce results. Davis developed a unique set of
tools to measure and manage intangible assets. He has worked directly with national
research groups to resolve various intellectual property (IP) issues and has completed
strategic IP work for Fortune 500 firms and not for profit organizations. As an executive
with consulting firms such as Celemi, Mercer, and Wyatt, he implemented intangible '
asset programs that significantly improved performance for these organizations. Davis
has over 50 publications on the sub_;ect of 1ntang1ble asset management.

" Davis holds a Doctorate in Clinical Psychology, and is candldate for adjuhct Doctoral

degree in Organization Psychology from Claremont Graduate School. -He is a member of
the American Psychologzca] Assomatlon : : :
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' o 1pCap1tal Group, Inc R |
' Intellectual Property Strategles.

Product Development
| Prepared for

PIERCE LAaw

FRAMBLIN PIERCE LAW CENTER

- 400-Cemerstone Drive, Suite 325
' Wnlllston VT 05495
802 872.3200
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zience oy lpCapltal Grou > {

® An intellectual propert}{| (IP) consultmg firm that
assists companies in the development and
execution o IP strategles --

® Founded in Au ust 1998 b John Cronm based on
his experience leading IBM’s effort to. drive
productlon and manage the development of IP

® 30+ professwnals who come from busmess
strategy, legal, and R&D backgrounds, ipCG is the
world S Iargest IP strategy consultlng group

For more information: www. |pcg com| S o
‘ 1 ipCapital Group, Inc.
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FRANELIN PIVECHE LAW CENTLN

® Proprietary, “best of class” IP strategies, ,
methodologies and processes that enable cllents to
use IP to:

-@ Create sustainable competltlve advantages through |mproved
_margins and lower costs.

w Perform enhanced due dlllgence and competltwe mtelllgence
- ® Capture and manage IP and protect it from competltors
® Burld utlllze and convert IP into profit

‘® Apply systematic mtelllgence” processes to accelerate
mnovatlon and mventlon |

For more information: www.ipcg.com |

Capltal Group, Inc. |




PIERCE E Law

FRAMBELIN PIERCPE|LAW CENTLR

® Invent new technology in line with busmess
objectives S R

® Review "patents to ensure | paths around valuable IP
are identified and blocked - |

® _Package, P advantage and increase IP
commermallzatlon opportunities

For more information: www.ipcg.com:

J ipCapital Group, Inc.
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prerce B Law

PRAMNXL] AR T HATH B d iz

What We Wil

® What is Intellectual Property? IP101
® IP Management Challenges '
®IP Management Process -
® Using IP to Drive PrOdUCt Development
® Value Chain Analysis = |
- ® Purchase Chain Analysns“ ‘
@ Acme Example
® Next Steps:
‘® A Model for Valumg your IP
® A Process for Fmdmg Partnerleustomers




PIERC AW
CRATIHLIN FINLCLE LAY GTriTer

oAnythmg owned whether rn possessron or by
~ right to take possession, by a person or a group

acting together, e.g. a company, the value of
- which can be expressed |n monetary terms

@ Intellectual property:

@Property from orrgrnal thought protected by

~ law: original creative work manifested in a
“tangible form that can be legally protected, for
“example, by a patent, trademark, or copynght

Every busmess has some form of I__]

"'1pCap1tal Group, Inc




PIERCE

Tlrar =L MLty

What does IP loc

® IP may takea Single or
muitiple form(s)

® IP “forms” may be may used
for identification of your work
and to protect your work

® IP may be used to ldentlfy
your work through |
copyrights, trademark and
domain names, etc.

® IP may be used to protect
your work through patents,
trade secrets, etc. -

The methods used to identify and protect IP assets are drlven by the
business strategy and asset management objectlves |

i




PI ERL,E. E LAW’

izis® Which IP form(s) do you

Breakthrough Areas Requlre more “Exclusi

® Breakthrough areas tend
- to warrant more patents
and fewer publlcatlons
® File Prowsmnals on less
|mportant busmess
~areas o
“Hedge your bet”
@ Always protect some
Trade Secrets
® Alliance / Vendor Use
® Employee Contracts

A unique product or service may benefit from this apipjroach!

Gapi__tal_ Group, Inc.




PIERCE E LA

TRANMMLY AL G T LAW 4D

® Unique knowledge that
creates an advantage may
be “locked- up” as trade
secrets

® Controlled Information =
Strategic Publications
® Ensure freedom of Action
® Use trademarks and
copyrights for additional
‘protection '
‘® Make products hard to copy

An unconvent;onal high risk opportumty may beneflt from thls
| | approach' - | |

Inc
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TMIETeC e 1

and thought Iead‘ersmb
position L

® Identify yourWdi'k"

trademark and domaih:
hames e
® Use IP protected in this
way with other IP to
create IP portfollos

The consistent use of trademarks and copyrights will strengthen your
brand, document your work and provide an addltnonal layer of protection.

11




PIERCE

IRy LIN PIGRC

An 1P portfollo is a valuable asset when it is designed and built to
support busmess goals and strategy

1_pCépita_l__G:roup,' Inc
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PIERC

CRAMELIZ I

® Many see invention as an “art’
@ Most do not know what IP
they have

@ Abstract concepts
® Leverage Human Capltal
® I[P Landscape
® Value Chain
® Directed Invention
® ROl on Ideas??7???

intormeion.




® Loss of human = loss of intellectual capital
@ Protection at high speed!
~ ®IP savvy firms
® Corporate process — Integrate |
® Change management
‘® Lack of trust
® Running before walking
® Patent process
® 2 years to issue




SHLIN IO LA

@ Changes to IP laws and issues
® Busi-ness- P-roceSS-;_:-Ifnvefntio ns |
® |P for the “Process of Innovation”
® Integration into production
® Economic downturn |
®IP Costs |
® Measures and metrics
® Extracting value from an
- existing portfolio
‘®$$ From IP — Licensing §i
Pt aki = ﬁ 16 i
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PIERCE mlLAW’

TRAMKLIN 11

IP Management

® Capture what you have
®Inventory and evaluate
®Create a map of the IP space (Iandscape)
® Analyze your IP position within the Iandscape
® Identify IP opportunities through value
chain analysis
® Develop an IP Strategy

18




® Inventorres (we call this an ipScan®) may fmd mventlons not
prewously identified

‘@ Most valuable inventions are overlooked or dlsmlssed

"@ Make informed busmess decisions in line with the overall busmess
market, and value strategy for the company

® Understand all Intellectual Property (IP) and Intellectual Capltal (IC)
to make the best decnsnons

“® Tailor your Innovations by capturing eXIstlng
IP and IC in a comprehensive and organlzed
manner to -

Know what you have

(@) irCapital Group, Inc.

Proprblacy inferination. | 19




PIER§ E. E LAW

M TR

What is an Invent

@ Systematlc evaluation to find inventions already mvented

- ® All stages of work
® Research
~® Design or Development
@ Integration of manufacturmg process
® New prOject deﬂmttons
® Key technology problems
@ Other...

@ Systematlc ldentlflcatlon of current work (IC) that could be an
mventlon |f modn‘led '-

A ' scan is much more than a list of patents!

(@ ivCaital Group, Inc.
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pregce W Law

‘Why Invento

® Most don’t know what invention is!

® Most don’t know that powerful |nvent|ons are SImpIe non-
breakthrough ideas

® Most judge thelr own work as obwousness |
® Most reject the|r own personal novelty
| ® 95% reaction to novelty negative | | .
® Most don'’t conS|der hon ”worked through” (usefut) Ideas as
lmportant o . | o o
o Remember patents are novel useful non obwous

| Nlany vaanbIe inventions are overlooked or dis}missed!

@ i:Cavital Group, Tnc. |

21




PIERCE E Law

Benefits . of | an Inv

Captures your IP and IC in a comprehensive and orgamzed manner that
allows you to view, discuss, analyze and enhance your |AM potential

Creates the means for you to make informed business decisions in line
with the overall business, market, and value strategy of the company

Comprehenswely identifies and captures your potentlally patent-abte
pubhshable or trade secret inventions .

Catalogs alI of your exustlng PandIC

Provides a high level analysus of the charactenstncs of your |nvent|on
space - - _ |

Prowdes fact based recommendattons to strengthen your IP pOSItlon |

lmproves commumcatlon between your ‘technical, busmess and legal
teams to better align IP and business objectives

" Provides inputs resulting in hlgher quallty patents |

H 1pCap1tal Group, Inc




ez Create a Map of the I
(ipLandscape®)

® Vlsuallze the technologles and products/serwces W|th|n your
business areas

® Build the foundatlon to determine if your IP/IC supports the busmess
strategy | N

- @ Tailor ybur Innovation by demonstrating the technologies, |
products/services and |P/IC that support your innovation process

Select the Path to Clalm
Your Terntory

W 1p§ap;tal Grqup, Inc.




PIERCE E LAw

TRATIKEAN TINRCE LA IR TLR

Avoid Reinvention or Suits
Identify areas of Opportunity

on i.pCapital C,_'_rloup, Inc

—~ | =
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| Benefits |

®

& b @

Allows you to vrsualrze the technologres and products/servrces wrthm
your business topic areas and begin to understand whether or not
your current IP truly supports your future business strategy |

Provides a framework for conducting competmve analysrs and

developing an IP Strategy

Provides a product/technology matrix that defines your market space

‘When overlaid with inventory data, becomes a powerful tool to
‘quickly understand the competitive landscape vis-a-vis your current

~ and potential IP -

‘Ensures that the business Ieadershrp and the technologrst have

worked through all of the potential technologies used to produce your

products/services

- ‘M ipCapital Group, Inc.




PIERCE E LAW

FRAMELIN PITAGCL 1AW £OHTEm

e AnipStrateg)

® Helps you understand and strengthen your IP posrtron vis-a-
vis the competition

® Affords the opportunrty to alrgn your 1P strategy wrth the
busrness strategy

® Utiize IP to gain a sustainable competitive advantage

Map Your Territory with IP as
the Compass

el

Broprisiary information, 26 .




PIERCE E LAW

TaANMELEN PIUoAOD L AW CDHT

IP and the Business E

Vision
Mission

27

ipc;a.pital}cfmp;_x_m._ |




| prerce HlLaw

Why Develop an IP Strate

® IP can be a powerful business asset to |
@ Capitalize on your mvestment in Research and Development
® Guide IP investment and commerCIallzatlon activities
® Protect and sustain competltlve busnness advantages

@ But without an IP strategy you nsk
® Losmg potentlal commerCIaI opportunltles
_@ Squandenng your IP investment
® Losing competltlve advantages and freedom of action
® Being preclUded from key markets and best practices

lf you have no strategy, mvestmg in P makes little
‘business sense and may actually weaken your
| competttwe pos;tmn |

. ipCapital Group, Inc. |
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prerce bl LAwW

Clea i KL TILNG AW

Invention Statements w/
Tactics

Invention Statements w/o
an existing invention |
record (i.e. areas for IP | e . ,
development) SR T

30




prerce M Law

~ ipStrategy Va ue

@ Becomes IP Demand Statement = Execution List
® Organlzed Document — Updated Quarterly

@ Measurable Check Lists, Owners |

® Directs where to get fit mven’uons

® Each Invention has a home

® Each Inventlon has an Actlon o
@ Patent Pubhsh Trade Secret
® Deflnes use for Actions
@ Enforce, Document, Story value etc |
~® Accounts for Use of Exnstmg IP -
® Llcense Donate T

(@ ipCapital Group, Inc.




S22 1P Management

® _fapture P
@Inventory, Map and Position IP

® Identlfy IP opportunltles through value
- chain analysis - |

@ Create IP strategy that is ahgned with
bu_smess objectlvesand capabllltles -

| | @Y ipCapital Group, Inc..
iropristeryInformation. - 32 o ) _ L P
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prerce Ml paw

The Value & Purchase C

® Value Chain |
® A high-level model of how businesses receive raw materials as input,

add value to the raw materials through various processes, and sell
finished products to customers. The goal is to deliver max:mum value

for the least possible total cost.

® Purchase Chain

® A high level model of how mdmduals and commerclal customers
purchase, retain, recommend and repurchase products or services.
The goal is to identify and address all aspect of the purchase process to
ensure customer needs and requirements are met, as well your

) retentton objectives.

Value & purchase chains are effective tools for Iookmg at your
IP opportunities

y N ip(?_apifél Group, Ihc;_- |
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PIERCE E LAw

FRANKLEN FIDACE LAW GENTOR I)

Comp. IP =z New I[P —e— Ending value

$250.00

-
1

4 $200.00

L.
T

$150.00

1
-+

$100.00

NUMBER OF INVENTIONS
VALUE AT EACH STAGE

o pha
Competitors Beta
: Delta

api_.t‘al Croup, .Inc:. i




Benefits

® Links and communrcates the value of IP to
business goals and strategy, revenue and
markets to: |
® Generate revenue and value o
® Focus effort in high value “links”
® Id applrcatron space for new products and serwces
® Create competitive advantage

® Commermalrze P
® chense, _JV Partnershlp, Cross Ircense
® Guide IP mvestment |

---'--@ Establrsh IP metrlcs

i, 1pCap1tal Group, Inc
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PIERCE Ml LAw

URANNLIN PIERCE LAW CONTIR

. Commercial
Product | _ .

~ Technology Ty Consumer

\

: Buy

Manufacturing

q"s:!,

Content,etc .
Raw Material """ Recipe, etc

:- ?.M@Distrib_“_ﬁ‘.’“.*-

- Re-

c ommnd Related i e

Product

_ ipCapital Group, Inc.




el Consumer Purchas
Technologies

Consumer

PrOduCt A Try T11:Transfe;'énce |
Technol_qu;;; L S | - T12: Incentive to buy

'_f.-Buy T16: Consumer purchasing

‘Product

> Distribution T17: Packaging

T11: Transterence
Use  14g: Consumer use

‘ . Related
i _commend | Product

T =Technology | - B T19: Re- buy T20 F!emmend T21: Try'related product
| @\& s 1pCap1tal Group, Inc.

i

Re—buy
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pierce ML aw

Purchase Chain An
-~ Benefits

® Links and communicates the relatlonshlp of your IP to the consumer

® Integrates multlple environments
® Form, '
® Function =~
@ Psychological factors g
& Ovetrt/covert incentives to buy
® Lifestyle |
® Appeal
@ Consumer issues
# Quality |
® Appearance
® Cost
® Use
® Focus effort in hlgh value “links”
@ |d apphcatlon space for new products and services

® Create competitive advantage

. ,_ o | 1-pCa'p"ita'l' Group, Inc.
tepbiinst ' Confidaninl i Propristersy Information. — 40 R
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pierce W Law

Our Company: Acme

® Outdoor athletic equipment
‘@ Skis, showboards and skateboards

® Self perception - seen as a market leader for
innovation and commitment to the sport

@ Prlmary focus has been on composmon and
design of skis & “boards” |

® Deswes both a broader and more dlrect
relatlonshlp with consumers

B) inCapital Group, Inc.

)

frgprsiory information. | 42




Note: 16 .
Acme's . |
strength, | o
‘composition, | &
islow—-med | &
=
value and an L
IP crowed 2
space. L
pa e
ce
(P8
o
=
-
= N}
2 +
ol
] | Garhmar
Competitors Beta

Delta_

opietary Information; -

t

$200.00

$150.00

$100.00

$50.00

VALUE AT EACH STAGE
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RN TARDOT LA COHFIR

® Olympic & Professnonals
@ MaX|mum response at aII tlmes

® Skilled Athletes yoi
@ Closer mteractlon wnth equ1pment

| @ Week-end warnors i
’ @ ngh quallty, hlgh proflle and challenglng

® Cruisers _
® Quality, appearance and ease of use

Consumers and Key Iss
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TRANKELIN IFILNACE 1AW OLHTLR

Olympic &
Professionals

~ Skilled

Week-end
. war_riors

TC.ruisers

" Purchase Criteria

Customer Interaction

.-,
-
-
-~y
., .
. L e
. . Ty
T —
-
L AT

Number of Customers

‘Consumer Value
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Challenges' an dOppo *

oAcme IP |s |n low value areas both in
dollars and percelved customer value

@And low “value” IP is in a crowded
competltlve space

@Consumer groups hlghly value desrgn and |
mteractlon

@And there appears to be l|ttle or no lP in th|s
| hlgh value space

@) ivCvivt Goup |

o oproy oformmion, 6 &= R




PIERCE E LAW

UPAMKILEN PINOCLE T AW Lo

Innovation Challes

® Improve customer mteractlon/relatlonshlp
with the product

® Do not sacrifice appearance deS|gn or
- degraded the composition

® Enhance market leader brand

Hmmm, how to associate composition and interaction?

ipCapital Group, Inc.

yifidentisi and Propistary nformetion. ' 47
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CRAMRBELIN PIRRCE LAW CENTER

® Combining Two or More elements together
to produce a new element '

® Basis for all new ideas
® Basis of all Creative Thinking

@Novelty is increased by combmmg more
~ diverse “Domains”

ipCapital Group, Inc. |




PIERC E LAW

UAAZIMLLY FALNRCH 1AW CTTRR

Associat

Prob.lems L : -"F’robléms

Data Data

ldeas ~Ideas

Solutions

‘Solutions

Objects

i

‘Objects

Criteria,efc.. . Criteria, etc..

dPropriulary Information. 49




PIERCE m LAW

PRAMHLIN STRTCL LAW COMNTRE

Associative Thinking

-

- _Asso_ciatingtwo object to geta new _Obiect

A communication
link between
skis and skier

How make the
link wireless?




PIERC}; E LA\'V

THRLIXN TRUOCE AW T

The info may
-be complex?

@ An Outcome

® Skis/boards with sensors that report on condltlons
relative to composition, stress etc..

®A simplified reporting system that is prolected onto
goggles or displayed on an armband W|th complex
data storage on palm pllot

(o) 1pCap1tal Group,Inc |

il Gofceiii T Popretery Itormation. . 51




PIERCE @ LAW

' What if Your Gear Coule

® It may tell'- you; based_enthe_product design
and composition,' how well you interact with
- the product.

® It may help you rmprove no matter what skill
~level you are at.

® It could prowde feedback to the
manufacturer | |

® It could communlcate through |nterest|ng
design features that mtegrate “soft” and
“hard” goods " | |

@ It could prowde you W|th a strong set of P at
the top of the value chaln

o | @ 1p(j3ap_ital Group, Inc.
uinBadiods Contidentinssic ProprataryInformation. - 52 F
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CRANKLEN PIALCLE TAW 0"

Elements to Create

the How

Consumer Value

_ Define Challenge
- Business Opportunity

‘Assess IP
~and
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IP Cost/Pricing Mo

®

®
@
@

ASSI.IMptions .

(ASN.‘.‘.#‘I;;ptIOI‘IS are used to deveIOp an Estimated Net Present Value
e

® eNPV compares the value of a dollar today versus the value of that
same dollar in the future, after taking inflation and return into account.

® If the eNPYV of an ipPortfolioS™ s high and aligned with other business
factors then it should be accepted for internal development. However, if
it is low and/or non-aligned the ipPortfolio probably should be rejected
for internal development because cash flows may be margmal or
negative.

® IP not considered for internal development may be Ilcensed out

eNPV assumptions include market size and growth trends and
other factors

eNPV is “discounted” based on invention status, market condltlons

‘and the breadth of the IP

eNPV is one component of a value settmg decnsuon process

eNPV is not a formal valuatlon of IP

{@ ipCapital Group, Inc.

oo Cafidsntinl and Proprictary Information, 56 e
figatsoichorhai i) T . .
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PIERGE m LAW

AT RLESY PIRROL LAWY 0N

eNPV Assumpti

® The eNPV assumptions include:
® Assessment of the market size and growth trends
‘@ Costto enter the market
®» Analysls of credit factors
#® Licensing potential
#® Development phase
- Breakthrough or incremental IP “value”
@ AnaIyS|s of discount factors --
® Mature market and/or crowded space
@ Invention status (e.g., Patent or prov:smnal)
@ Ability to invent around
@ Time horizon |
‘@ Determination of strength of innovation
. ® Breadth of IP _
'® Relative value-add to potentlal Ilcensees

- ® Understanding of financials for similar IP and technology space |

Thss forum is not appropriate for a detailed discussion on vaiue settmg
Please see me for more information. -

82008, 1608 EBjis Pgseriect inidarta i ropristery iformetion. 37

ipGapital Group, Inc |




pierce Ml Law

: Finding Custom

® Review firms based on thelr ability to adopt your
IP portfollo SR

® Review may focus on f|rms who may accept entire
portfolio L -

@ Investlgate flrms to whom you may parse out IP
Portfolio - o

@ Segment “targets” into deslrablllty tlers based
on the evaluation criteria

@ Compatlblllty W|th and enhancement of, the target S

® Ratlng crlterla based on the target’ s “deal” profile
® Qualltatlve summary of the target's posltlon

| o | 1pCapltal Group, Inc |
aﬂfﬂmﬂ‘d”@dotarytnformulon : . ' 58 ol ./m\




PIERCE LAW

TRAMKELIN FIRNCE LAW CLAHITER

Technology and Purchase Stages S B ' Scorecard
s:agn Qg2  Qged  Goged  Sagp6 Gnges : | ; | Str;)ng Vogeak

I e
: 2 - Criteria____ | Score

B %i\\ ‘ | il 1. jSynergies between Beta and Acme IP 2

s0 ] 2. |Financial Strength & Market Share. 1

suggests IP complements current portfolio 3. IDistribution Strategy . 1

iraan suggests IP expands current portfolto ' 4. tExperience In-Licensing and/or Out-Licensing 1

2 } B Bl e 5. }Years in the Market 1

B R 6. Manufacturing Capabilities 1

o |\ 2 7. IT Capabilities - 1

® Why would they value the IP? :
» Complements their prof&eslonal and consumer eqmpment & se
'@ Addresses a critical need the company aiready rec:ogmzes

® What IP would they be interested in?

| » [P related to sensors and training user on the product

@ [P that would take advantage of their significant market peneti Stion
the most likely company to take advantage of the userlprodu“

# [P that would complement their relationship with raclng teams: '
product response on TV screens during race)

Potential data sources: Corporate website, finandals & Mergerstat M&A'I;)atabase

Propr[ctary Information. ' 59




'PIERCEELAW

- ‘ L ‘
URANKLOS TEAGE LAw GEHTER e I n I ng : a ue an :

@Value Drlven by the strength of your IP
and ItS |mpact on the market.

@Customers Found by matchlng IP
‘market, and busmess objectlves then
defmlng the synergles

IP prowdes the lrrefutable, tanglble proof of the

~deal value
| o -ipCapifai Grdul), Inc. |
diidsntinl snd Propristary Information. —~ 60 - o R S
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prerce lliaw The |pCap|ta| Sys_

ipAdvantage Story™
ipLicensing Story™
ipDue Diligence™ 5
ipinvention Course®
ipScan®
ipReview Board® ipLandscape®
ipPortfolio™ | '

ipMining™
ipAdvanced Mining™
ipAnalytics™
Invention on Demand® ipintelligence™
iplnterview® — :
ipDisclosure® : S T
lpStrategy .
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