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Invest in Growth
How LOT Network Addresses the PAE Problem
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LOT Network CEO

Ken Seddon

Introduction of Ken Seddon

25 Years of Engineering and IP experience

BS. EE Georgia Tech, Master’s Device Physics from ASU, JD from ASU
Motorola: engineer and patent prosecution

Intel: Asst. Director of Patents - patent prosecution and licensing
Numonyx: Chief IP Counsel

Micron: Asst. General Counsel

Apple: Strategic patent licensing, patent purchasing, NPE defense
ARM: VP of IP
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LOT Network CEO

Ken Seddon
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Annual Fixed Cost to Companies
Litigation, Licensing, Settlements

S29 Billion
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The purpose of LOT Network:

Protect innovation from PAEs, Preserve normal
uses of patents, and
Provide a community for IP thought leaders to
collaborate
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PAEs - hurting innovation

PAEs drain ~S80B from the
US economy per year, or
$1.5B a week1?

Defendants added to NPE Campaigns Quarterly
AlA

1500 ™ patent lawsuits have N“"",pi""di"g _
jumped 500% between requirements Operating
2005-2014 Companies
1000 T - 15.9%
- l ha S i ;
500 ' . PAE
0 . - . - . HEEEE N 1}

2007 2008 = 2009 2010 2011 2012 | 2013 @ 2014 @ 2015 2016 | 2017 | 2018

PAEs are responsible for 84%
Average of high-tech patent litigation
in the US!”
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Where are the PAEs getting their patents?

————— Inventor/Univ

ersity
19%
81% of patents acquired from
PAEs come from companies’
Operating
Company
81%

Companies provide PAEs with most of the patents
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2014: LOT Network is formed as the solution

Board of Directors

0 PURESTORAGE

- LOT Begins
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LOT Agreement is scaling

Board of Directors

@ rednat canon  Google

JPMORGAN CHASE & Co.
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Today: LOT Includes the
most sophisticated Global
IP holders across all
industries
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Who is joining and why?
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LOTRE 52 71~ 451l - Ak 52500+

Software:

Q redhat GO g|€

B Microsoft %% slack w GitHub N NetApp-
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Dropbox
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LOTRY 5375l - AX 531500+

Hardware:
Lenovo. T IE
Canon CISCO.
Vtech o PURESTORAGE
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Automotive:
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LOT X 53 7= {5

Financial Services

JPMORGAN CHASE & CoO.

I

Nationwide

Alibaba.com
"~ Global trade starts here”
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JD Finance

EQUIFAX

- FX 53500+

FNNWVENTMWMENTS

Aslnsurance
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LOTRY 5375l - AX 531500+

Entertainment/media

NETFLIX ~ @uibwy (FA)  Panpora  Etsy

Company
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amazon CBS® €Harmony ROKU
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LOTRE 2 7~ 5] - Rl 53500+

Retail:
Alivebacer  JCPenney ebay  whgreons (:";mﬂw'
@ *MOCYs GROUPON BED BATH & 74PA JONs)
~ ID.COM ﬂ shop'fy priceline Crate&Barrel
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Some of LOT’s 500+ members in China
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=Y EconSight: LOT Network has 10 of largest Al Patent holders
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E Siol “ Leading Companies and Research Institutions in Artificial Intelligence
conoilg 1ol Ranked by number of world class patents, Competitive Impact>3.5, November 2018
Source: Kai Gramke, Managing Director, Econsight Patent Analytics
‘j\ Microsoft 697
3 Alphabet 536
Qualcomm 202
GE 128
Samsung 103
Sony ———— 3
Apple —— G4
7 Philips ee— 2
‘=='-;:‘!'! Tencen! w——— 7
!!.!;}.‘\ AMazon we—— 7 5
CA Alibaba Group ee— 7 4
\"ﬁ', GM  essssssss—— 73
Emerson Electiic me— 67
IBM  s—— 7
Honeywell se— 53
Siemens s—— 62
University of California see—— 59
Toyota Motor we— 59
pu Hitachi we—— 55
~»':;::.‘ Facebook we— 50
‘='=-’;‘v Canon we— 55
Panasonic me—— 43
Magic Leap e 47
Nuance we— 47
Medtronic 46
7, Mitsubishi Electric sm—46 EconSight, “Artificial Intelligence As A Key Technology and
’2 Cs'ffrﬁ [ :f Driver of Technological Progress”, 2019
Xiaomi ee——— 44
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https://www.forbes.com/sites/louiscolumbus/2019/01/06/microsoft-leads-the-ai-patent-race-going-into-2019/

oo LOTNETWORK

\“‘!!,’9 LOT Network includes 10 of the largest holders of Blockchain IP

Blockchain Patents Granted and Applications Published

- Worldwide, Top 45 Assignees - Percent, 100%
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https://www.jdsupra.com/legalnews/overview-of-the-patent-landscape-in-the-40312/ *IBM announced it is joining LOT upon acquisition of Red Hat



What about small companies?

. Startups and small companies are softest
targets for trolls
— 50% of all companies sued by trolls
make less than $10 million/year
— Over 50% of all patent lawsuits concern
software patents’
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LOTNETWORK T GAO report on IP: http://www.gao.gov/products/GAO-13-465
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http://www.gao.gov/products/GAO-13-465
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=Menu  Q Search Bloomberg

Technology

Tech Giants Are Offering Startups Free
Patents in a Bid to Foil Lawsuits

By Susan Decker
May 10, 2018, 8:30 AM MST

» Non-profit group seeks to keep members out of litigation

» Idea comes from lessons learned after dot-coms crashed

LISTEN TO ARTICLE Red Hat Inc. and Lenovo Group Ltd. are giving away free patents to any
P 457 startup that joins a group of more than 200 companies devoted to keeping

its members and their patents out of court.

It’s a carrot to entice startup companies to join the LOT Network, a non-
profit created by Alphabet Inc.’s Google and Canon Inc. four years ago to
combat litigation by patent assertion companies, known derisively as
“trolls,” that don’t make any products but seek royalties by challenging
patents. By joining LOT, a company agrees that if they sell patents to such
firms, all group members will have a free license to them.

“You're binding yourself to the mast and saying ‘I’'m not going to give in to
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What is LOT Network?

Non-Profit Community Protecting Innovation

LOT - community providing PAE immunization
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How LOT Protects Members

A license to the other members of LOT Network that

applies ONLY on and after transfer of the particular
patent to a patent assertion entity

(License on Transfer - LOT)
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How LOT Protects Members

All LOT member agree to place the exact same encumbrance on their portfolio
to protect the community.

It is important the encumbrance remain in effect as patent is transferred to
others, particularly PAEs.
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No effect on traditional uses of patents

Free to Free to Free to Free to
Cross License Do Nothing Assert Sell

LOT - community providing PAE immunization

%, LOTNETWORK
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No effect on traditional uses of patents

LOT Members involved in recent IP disputes:
Cisco
Arista
Waymo
Uber
Google
Oracle
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No Burden to being a member

Don’t have to Ié Don’t have to

list patents give notice

é Don’t have to
report
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What is an assertion entity?

A patent holder, in combination with its affiliates,
that generates more than 50% of its
gross revenue from patent assertion.
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What is an assertion entity?

Examples of PAEs: Intellectual Ventures, Dominion Harbor, Fortress, Uniloc, IP
NELY,
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How LOT works
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lllustration of the LOT Agreement's Operation

Today: Companies 1 and 2 join
the LOT Network.

ff-
NO'Q
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Over 1,814,000 WW assets
Over 300,000 US assets

s
o» 0"‘

\.==.’¢" LOTNETWORK'

Tomorrow: Company 2 sells a patent to
a Patent Assertion Entity.

Future: LOT membership is immune from
patent, regardless of the owner.
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License to LOT membership
automatically becomes effective.
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lllustration of the LOT Agreement's Operation

Today: Companies 1 and 2 join Tomorrow: Company 1 sells a patent to
the LOT Network. an Operating Company

Over 1,814000 WW assets
Over 300,000 US assets

. Legend:
. = Transferred patent(s)

License to LOT membership
automatically becomes effective when

Vs transferred to PAE.
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uz.y LOTNETWORK

"’ 50



o

\
\

LOT& A={ER

SX: NEIBRFATZIALOT

Network

R
35
+d
| |

-
™ ¥
o =)o
| O—

N

1

#Bid1,814 0001¢Féﬂ%§
#253300,000F EE &

oooo
o000
oooo
[

‘ B Z {5 :

BALRER

“

e, %) , LOTNETWORK

51

BAX: RAIRHEENSES—Un

mEFZ FHEEHRPAE, XTLOTH
RV RT I AT B s 38



lllustration of the LOT Agreement's Operation

Tomorrow: Company 2 becomes an

Today: Companies 1 and 2 join
assertion entity

the LOT Network.
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License to LOT membership

Over 1,814,000 WW assets
automatically becomes effective.

Over 300,000 US assets
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LOT Network is non-profit: Annual Fee

Less than $5 million Free
Between $5 and $10 million Free
Between $10 and $25 million Free
Between $25 and $50 million $5,000

Between $50 and $100 million $10,000
Between $100 million and $1 billion $15,000
Greater than $1 billion $20,000 (cap)

«.::,’:;; LOTNETWORK'
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LOT provides value to its members

)

l%

LOTNETWORK

‘\

ezl

56



LOT ARG iR IME

4l
L)

.9 LOTNETWORK

v4

Yor



Analysis of assets litigated by PAEs
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What types of patents did PAEs use to sue in the US
(1,796 litigations)

200
GO6F-Digital Data Processing

HO4L-Transmission of Digital Information
HO4W-Wireless Communication Networks
HO4N-Pictorial Communication
G06Q-Data Processing
HO1L-Semiconductor Devices

186
130
HO4M-Telephonic Communication
103 G08B-Signalling systems
GO6K-Data Recognition
I 85 GO06T-Image data processing
0 I I l - rF e

GO6F HO4L HO4W HO4N G06Q HO1L Go08B GO6K Go6eT

—
(o)
o

# of patent assets
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LOT has thousands of patents in the same areas as
those PAEs are asserting in the US

e
. %
125,000
LOT has over 461,000 assets GOB6F-Digital Data Processing
98282 in the exact areas that HO4L-Transmission of Digital Information
@ 1000 PAES are assertng i the US. e i o e
3 (1,814,000 + Overall) G06Q-Data Processing
7)) HO1L-Semiconductor Devices
@ 75,000 HO4M-Telephonic Communication
= G08B-Signalling systems
GC, GO06K-Data Recognition
45 £0.000 46539 GO06T-Image data processing
o 40331
Y
o
3= 25,000 21895
12108
186 130 103 85 55 54 . s g e 894 o -
GO6F HO4L HO4W HO4N G0o6Q HO1L HO4M Go8B GO6K Go6eT
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Analysis of assets bought
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Patent sales: Forecast of future litigation
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Top 15 patent categories for
15,572 assets sold

2347 2315
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Top 15 patent categories for
15,572 assets sold
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Patent sales: Forecast of future litigation

125,000
LOT has over 887,000 assets
(00000 98282 in the exact areas as the patents bought

L 1 in 2015

- (1,814,000 + Overall)

/)

@ 75,000

= Top 15 patent categories for 15,572 assets sold in 2017

Q

® 50,000 46539

o 40331

Y

o

= 25,000 21895

12108 11619 14086 5008 2973
4927 3562 4700 I 192
234 231
. s g 1288 515207&’ 724 497l ‘o gm 425 2L09l3 254 238 [l 197 g 179 179 176 JJJj 164367
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Yeah, but does LOT REALLY work?
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LOT Members have divested assets, but...

. Over 26,000 have left LOT Network

. 35 of those assets have landed in the hands of 8
different PAEs

. One of those PAEs is Intellectual Ventures
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Auto patents asserted against Hyundai in US court 1
travelled from Ford spin-out to IP Bridge to Michigan NPE s 17

A treve of US patents previously owned by Japan's IP Dricge has finally wound up in
court, Largeting Korean au.omaker Fyundai. As of now, we do not know whal interest, 7
any, the savereign patent fund still nas in the pertfolio, which was originally developed

by parts supglier Visteon (a orc spin-out). Zther way, the case suggests that the firm Y

has found a way Lo create some sort of value from s only major acguisition Lo date Jacob Schindler
autside the Japanese electrenics sector.

An entity caled Michigan Motar Technalagies LLC filed the awsu't an 15t Seprember in the Eastern Distrier
of Michigan, with llyundai as sole ceferdart. According to records obta nec via Lex Machino, the complaint
alleges ir‘ringement of 21 US patents, many of which are related Lo engines and fuel systems.
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