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Invest in Growth - Stabilize supply chain
How LOT Network Addresses the PAE Problem



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, D 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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Annual Fixed Cost to Companies
Litigation, Licensing, Settlements

$29 Billion
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PAEs - hurting innovation

PAEs greatest litigation
risk to high-tech

New PAE suits per quarter companies
2,000 .
a * 88.2%
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~ Companies
11.8%

2019: PAEs areresponsible for 88%
of high-tech patentlitigation
inthe US!
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Where are the PAEs getting their patents?

——— Inventor/
University

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

LOT Membership over time
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LOT Membership over time

LOT Agreement is scaling |-
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Today: LOT Includes
the most sophisticated
Global IP holders
across all industries
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LOT Membership over time
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IBM
Toyota
Comcast/NBC
Visa
Caterpillar
Disney
Aptiv
Tencent
Microsoft
Arista
Denso
Square
Boeing
ADM
American Express
Facebook
Covestro
Oracle
NetApp
Salesforce
eBay

Tesla
Volkswagen
Cisco
Allbaba
Honda
Nissan
Electronic Arts
GM
Amazon
Lenovo
Hyundai
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Who is joining and why?
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Some of LOT's 650+ members

Software:
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IBM signs up with the LOT Network

IBM has announced thal it has joined the Licease on Transher Network (LOT), becom ng the lalest maor pate! oamer 10 sign up 10 he delensive cperaior,

The decision comes after the tech g ant's acquisition of Red Hat closed last July. The apen source plosesr was an early membaer of LOT and after the purchase was completed IBM had six mentns decide
whether 10 join The network of 10 pul Red Mat out.

Soon a'ter 1 announced Is cea for Red Mat IBM sgnaled that the merged company would remain conm tled % vanous inltlatives induding LOT.

compan s but the company has also worked with NPEs. inciucing Finjan, In November. meanwhio, LM revealed the divostmen: of ovar 500 a3s0ts 10 &n entity named Dasdaius Group. Tha: ¥ansaction
ook Big Blue's sale of patents in 2019 well past the 1,500 mark and ‘olowed a deal with Pure Stoeage invoiving over 1.000 rghts earler in the year

Jonng LOT does not Sop companies #om buying and 50'-g patons. However, membershp does place more potersnl ercumBbranceiion a portiolin, potent ally ‘owernrg Ine secondary mar<et vaue of he
rights within L Under the delensive network's terms, il @ memoer sells palents 10 a paten! assertion ety (PAE) then the res! of the shp automal cally recelves a icence 10 them. Sales that
occurred tefore a party jcing LOT are rot Sovered by heso nies

LOT says an outie Is a PAE (or. as & koS %0 torm It, a patont troll), I “The entiy (Inch.ding s parent asd any sutsidlanies) generates meee RN hal! ks %otal revenuo from Patent Assertion In a tweke monh
period, or f the entity has a pan approved by senior management to do s0.*

Commenting on the mave Arvind Knahna, a Senor vioe presicent 1or doud and cogniive softanre at 1BM, sad: “Through cur membership in LO pIWOrk, We are joining & group of Lke mindec
organisations, nchuding Red Hal, hat see strong value in probect ng the rad tiond uses of patects, whike foster ng open innovat on for Joday and future.”

LOT CEQ Ken Seddon weicomad 8.9 Blue 10 the network's burgeoning memdarship and highi ghvied the company’s status as a sophistcated IP pl “By joinng LOT, they are provicing a way for
alnieh aTemin L il l'll - A N SFpct alianm « &0 . 1 L ) | - aleida odal o . Al ami o . L L BE . s =n - [F =N

The meve is particulary signifcant as Big Blue has been one of the mos! active monatisers of patects including theough sales on the secondary maccel Most of those deals have been with operating )

"ll

The move is particularly significant as Big Blue has been one of the most active monetisers of
patents, including through sales on the secondary market. Most of those deals have been with
operating companies but the company has also worked with NPEs, including Finjan.
In November, meanwhile, /AM revealed the divestment of over 500 assets to an entity named
Daedalus Group. That transaction took Big Blue's sale of patents in 2019 well past the 1,500
mark and followed a deal with Pure Storage involving over 1,000 rights earlier in the year.
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Some of LOT's 650+ members
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Some of LOT's 650+ members
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Some of LOT's 650+ members

Financial Services
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Some of LOT's 650+ members

Entertainment/media
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Some of LOT's 650+ members

Retail:
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Some of LOT's 650+ members in China

Alibaba com ¥ )p COM Tencent f#ifl gﬂgyggﬁ % [ =1

Global trade starts here.” Meituan Dianping
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A LOTNETWORK

T 'ﬁ’ EconSight: LOT Network has 12 of largest Al Patent holders

Leading Companias and Research Institutions in Artificial Inz2lligence

ECOIlSlght "” Ranked by number of world class patents, Competitive Impact>3.5, November 2018
Saurce: Kzl Gramee, Maraging Diracter. =~onsight Fatant Arzlyess
=='-'§ Micrasot 607
&3 Nphabet 536
‘ Ined 267
Quakzozun 22
GE  —— ] Y
Samiung 103
Sonv 93
AFFIQ ey 14
S Phiips w———
“:2-‘9 Tented  w——
@-'g AMATON  ee— ] 5
»7-;",'3\ ARDEB: Sroup me— 74
g G — 7
e Everson Eloctic mmmmme— (7
wd ICN 67
Hodzywzll ee—— 53
Senens e—
anmeaty 01 Caltria  e— 50
) loyota Notor we— 50
P Hicchi  wes— 53
5':"‘ Facehook we— %
"‘=-% Canon e— %%
Panascrilc we— a1
Magce L eap mesm——" 1
Nuance e 47
Nedtreric 4% . . .
ﬁ% Nitsubishi Electic mm— 4§ EconSight, “Atrtificial Intelligence As A Key Technology
& cr-::; — :: and Driver of Technological Progress”, 2019
Xiaomi we—— 14
n nra 20 wn 100 san &0r 700 310

PRIVILEGED AND CONFIDENTIAL - NOT FOR DISTRIBUTION 18


https://www.forbes.com/sites/louiscolumbus/2019/01/06/microsoft-leads-the-ai-patent-race-going-into-2019/#185583cf44de
https://www.forbes.com/sites/louiscolumbus/2019/01/06/microsoft-leads-the-ai-patent-race-going-into-2019/#185583cf44de
https://www.forbes.com/sites/louiscolumbus/2019/01/06/microsoft-leads-the-ai-patent-race-going-into-2019/#185583cf44de
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¥ LOT Network includes 11 of the largest holders of Blockchain IP

Blockchain Patents Granted and Applications Published
- Worldwide, Top 45 Assignees - Percent, 100%
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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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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

%9 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

wz.9) LOTNETWORK
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No Burden to being a member

‘ é Don't have to Ié Don't have to
I \ list patents give notice
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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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How LOT works
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lllustration of the LOT Agreement's Operation

Today: Companies 1 and 2
join the LOT Network.

0‘
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Over 2,381,000 WW assets
Over 651,000 US assets

...."g LOTNETWORK

Tomorrow: Company 2 sells a

patent to a Patent Assertion Entity.

License to LOT membership

automatically becomes effective.
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Future: LOT membership is immune
from patent, regardless of the owner.
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Legend:
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. = Transferred patent(s)



lllustration of the LOT Agreement's Operation

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

ocoo| ™ A
ooo ooo
ooo ooo

!

Over 2,381,000 WW assets
Over 651,000 US assets

N Legend:
. = Transferred patent(s)

License to LOT membership
automatically becomes effective
when transferred to PAE.
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lllustration of the LOT Agreement's Operation

Today: Companies 1 and 2

join the LOT Network.
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Over 2,381000 WW assets
Over 651,000 US assets
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Tomorrow: Company 2 becomes
an assertion entity

License to LOT membership
automatically becomes effective.



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)
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LOT provides value to its members
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Analysis of assets litigated by PAEs
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=%  What type of patents did PAEs assert in 20197
(2,072 litigations using 1,188 patents worldwide)

400 GO6F: Electrical Data Processing
HO4L: Transmission of Digital Information

HO4N: Pictorial Communications

370
358

HO4W: Wireless Communication Networks
HO4B: Transmission

300 G06Q: Data Processing Systems
HO4M: Telephonic Communications
HO1L: Semiconductor Devices
GO6K: Data Recognition
GO6T: Image Data Processing

200 194

174
110 106 08
82
l . ¢ 60
o 4 4

GO6F HO4L HO4N HO4W HO04B G06Q HO04M HO1L GO6K GOo6eT

# of patent assets




7y LOTNETWORK
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4 LOT has 1.7 million patents like the patents that PAEs assert worldwide
400,000 g
LOT has over 1 .741 .000 assets GO6F: Electrical Data Processing
(2,381,000+ Overall) HO4N: Pictorial Communications
..‘L’ 300.000 ” HO4W: Wireless Communication Networks
Q ’ HO4B: Transmission
g G06Q: Data Processing Systems
(] HO04M: Telephonic Communications
e HO1L: Semiconductor Devices
& 200.000 GO6K: Data Recognition
3 ’ GO6T: Image Data Processing
©
o 125572
"'6 102002
100,000
+= 65722
48103
29653 14335 30836 28904
0 370 358 194 174 - 110 103_71 106 08 82 . 62 - 60 -
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JAres-Ip -



*a

m“

A

Analysis of assets bought
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R LOTNETWORK
Patent sales: Forecast of future litigation

3,000 . GO6F:Electrical Data Processing
TOp 10 patent categorles of HO1L:Semiconductor Devices

12,835 assets sold HO4L:Transmission of Digital Information
2348 HO04W:Wireless Communication Networks

GO02B:Optical Elements
HO4N:Pictorial Communications
1887 G06Q:Data Processing Systems
G11C:Static Stores
A61B:Diagnosis
GO6K:Data Recognition

2,250

1,500
1239

669
. . Fr e r

GO6F HO1L HO4L HO4W G02B HO4N GoeQ G11C A61B GO6K

750

# of patent assets

Source: AST Patent Deals Report, Feb 2020
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400,000

300,000

200,000

100,000

# of patent assets

LOTNETWORK

Patent sales: Forecast of future litigation

S
o

3
LR

337964

2348

GO6F

LOT has over 2,112,000 assets

in the same areas as the assets sold in 2019
(2,381,000+ Overall)

125572
48103
20653 33005
1887 . 1239 669 - 475 . 432
HO1L HO4L HO04W G02B HO4N

GO6F:Electrical Data Processing
HO1L:Semiconductor Devices
HO4L:Transmission of Digital Information
HO04W:Wireless Communication Networks
G02B:Optical Elements

HO4N:Pictorial Communications
G06Q:Data Processing Systems
G11C:Static Stores

A61B:Diagnosis

GO06K:Data Recognition

65722

30836
19431
331 I 22 3287 230 g 120 I
G06Q G11C AG1B GO6K

Source: AST Patent Deals Report, Feb 2020
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Yeah, butdoes LOT REALLY work?
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LOT Members have divested assets, but..

- QOver 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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Backup

LOTNETWORK
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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 patentst

%9 LOTNETWORK
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http://www.gao.gov/products/GAO-13-465

2/3rds of LOT Members are start-ups
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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

aET e Aamer o Red Hat Inc. and Lenovo Group Lud. are giving away free patents to any
» 4:57 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 com panies 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 asserion 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 yourselfl to the mast and saying ‘I'm not going to give in to

'0
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Significant Value in adding suppliers to
Membership

Significant value

in adding some
Suppliers Company A Company B Company C

Both Suppliers and ﬁ/@\ﬁ ﬁ/@\ﬁ ﬁ/ﬁ\@

Customers get @ @ @
protection from @\@/@ ®\®,® ®\®,®

patents outside

their bilateral Suppliers Suppliers Suppliers
ecosystems | :
Value
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Why LOT is good for BUYERS

-— Can trust Help save
ooo & suppli 3 $29pb'll'
00D ppliers illion
000
000
09 Stabilize
supply chain
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Why LOT is good for SUPPLIERS

@ @ Reduce &% Gain access

indemnification to IP
N N Costs
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4
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@: ;@ ﬁ Become O, | Program
@ “preferred” | yolunta ry
supplier
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Today: LOT Includes
the most sophisticated
Global IP holders
across all industries
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LOT Membership over time
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Who’s next?

IN THE LAST 15 YEARS,
52% OF FORTUNE 500 COMPANIES

HAVE DISAPPEARED

1955 2015
Average life expectancy Average life expectancy

75 Years 15 Years

nerMichael




New PAE suits per quarter
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Some of LOT's 650+ members in
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Some of LOT's 650+ members
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