ipCapital Group, Inc.
400 Cornerstone Drive, Suite 325
Williston, VT 05495-4046
Tel: 802.872.3200 x283
Fax: 802.288.9468

dklaila@jipcapitalgroup.com
... http://www.ipcapitalgroup.com

Davis Klaila has over 15 years 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 life science research groups to resolve various
intellectual property (IP) issues and has completed strategic IP work for pharmacological,
consumer product, healthcare providers and medical device firms. As an executive with consulting
firms like Celemi, Mercer, and Wyatt he implemented intangible asset programs significantly
improving performance for these organizations. Davis has over 50 publications on the subject of
intangible asset management.

Davis holds an MA in Psychology and Bio-Sciences from Hamline University; and a Master of
Arts from Claremont Graduate School. Davis is completing his Doctorate degree, is a licensed
Psychologist and a member of the American Psychological Association.
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Value Creation

Customers
zShareholders
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screens out “unwise” actions.
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Opportunlty Strategy

Based on knowledge of the market your capablllty, and
the competltlon_ |

Neutrallz"r"ng Strategy"

Ellmmatlng the compet|t|ve threat (e d. Zero cross Ilcense)




Contalzn"rﬁhent Strategy

Lo_ck |n customers__ and suppllers
AbsorptlonStrategy

| Bnng competltlve threat inside
Avoidance Strategy' _
Create the freedom to operate (e.g., avoid infringement)
Shaplng Strategy: '

Co- opt competltor (e g. |nvent around)
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Offensive Strategles to Increase revenue
‘ Opportunlty
‘Innovation
1nvenuon

Tactlcs Used

Pick a particular area of technology or product & develop a very
creative & specific strategy and execution.

& Patent and then publish right after, so if competitors follow or copy IP
from publlcatlons patents will be stronger.

‘& Licensing out - develop patents for hcensmg only, usually in areas
where the core competencies of the company relate to other areas.

Licensing out - actively license patents that exist in the portfollo and
~do match busmess objectives.

Llcensmg out - license out to non-c competltors for use ln other flelds
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Offenswe Strategles to Bu1|d Brand and

G,am a Competltlve’ Advantage:

Opportunlty ielea

Tactlcs Used:

Plck a partlcdlar area of manufacturing, technology or product &
develop a very creative & specrfac strategy and execution.

‘Licensing out - license out to competltors and non- competltors for use
in other fields. - 3 L Lt e g
Llcensmg in - actlvely f|nd others patents that are needed to speed
building portfollo_.
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90% of P&G S 27 000 patents Were not commercrallzed

Increasrng cost of technology
3- 5 years for development

10 million dollars
10 year payback

20 years of patent protectron to build a global brand
Shorter product life cycles created a need to achIre
technology

Growrng opportunrty:to reepplytechnology B

P&G’s External Business Development and Global
Llcensmg Organlzatlon (EBD&GL)
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& 300 oz self dispensing bottle was under performing as it sat next to
competitors’ 200 oz bottles. Licensed 300 oz technology to competitors.
Leveled the playlng f|eld and generated addltronal revenue.

& Developed Nodex (blodegradable plastlc) for dlapers out—llcensed to
non-competitive areas (trash bags bottles, plates) oy

L_icensees_ b‘u'ild brand eqt.rity '(Pamper brand licensed to clothier) |

Underutlllzed brands are out- Ircensed (Old spice fragrance to Universal
Group for shavrng cream) |

£ Technology donatlon (water softenrng) to Universities to further research
and development

;ap:tal G‘rou P, e

fr‘??a




ﬁ””ﬁ‘ifi’;’i{qﬁ

S

Tactics Used

B

C'reate' P |n :v'e'nfdoi' rel'ate:d s'ba'cs:hesﬂ tb gét 'croéé.-ii'Cie'nSé' strength
& Patent Mapping of an area to understand IP related issues

‘& Obtain marketing and competitive analysis data

Patent higher up on the value/user experience chain




Decision Fa

Slowdown in machine sales as focus was on

replacement sales

Patents were focused on mechanical elements

& Reliability -
% Lower maintenance

Longev
Greater value

sy

player attention & novel

rp:I_.;a"ced On

solutions (games)
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Moved up the “game” Value cham with a focus on the
experience.

5: 1'00%*é-sfofi.thefipateints ‘were-mechanically-oriented
80% of patents were consumer oriented
Patents now focus on meeting customer need

& Team play
& Bonuses for particular types of play
@ Emerging IP looks addresses why:

PIayers plck one machlne over another and one casino over
another "

ﬁé They volnntarlly end one a gambling session
“ Aspects of the experience are frustrating
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Tactics Used:

@@ Use volumes of patents to have stronger stories

‘Keep trade secret key technologles by patent sub pleces to ensure if
trade secret is discovered that some protection exists.

Create |IP of competitor's customer use to stop customers from using
_:competltor s products
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Developed unique methods

com petltors

Today'there are only 2 ketc

Patented the production process

Created an industry standard

Established a high cost e_ntry barrler shuttlng out many

Replaced a product conimod'ity' with a unique method

hup firms and Hemz has the

premier brand and market position
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& Patents oc:

spectrum of time and
across a value chain
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Patents are usually
valued years after they - SR
issue |
Getting the value out of
patents means telling a
good Value Story

& Value means Market and

Business

Has the Value Story
gotten better or worse
since patents issued?

Is there a way to
improve the Value lssues o D ) R

2
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Timeline




#& At the time of the deal
the early inventions -
matured with more '
application (market)
inventions o

% Innovation (Market).
& Manufacturing (Quality,
Cost, etc.)

& Wouldn’t the technology
improvements for +
Innovation and Mfg be
important to the Value

Story?

Timeline
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(Story

Licensor

Mfg

Newly Developed

Innovation

Today
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Technology areas relevant to licensee’s b‘usi'ness
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34 years 3-4 years

Extract/ Document

& Extract early potentlal
inventions that may have been
missed

& Alternate Routes

Supply Chain Inventions | |
(Vendor) .- B

Timeline




Past/Today

Mfg

S patents | Licensor Patents

Licensor Exfracted

=| Newly Developed
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& Finding “Targeted

K *

&

Visualizingthe Visualize / Analyze

Value” by determining s - 3 Company

who would need “our IP R A

Portfolio” |
g& This will lmprove our

‘story

Wouldn’t the patent

literature itself help to

determine this?

"2

landscape and | _ i | Eompany
analyzing the patents | | | B (BT O
provide the intelligence | S I

to identify targets

Timeline
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o lsaéti‘l'oday ! Innovation Mfg Licefnjsor Patents
Patents i Llcen_sor Extracted

Lice_ﬁéeelCompany A

Newly%3 Developed
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‘the Target |

Finding “Targeted Value” -

by determining what to do COm:a“V
with the “Human Capital” |

to improve the Value Story
Wouldn’t the proper use
of Enabled Publications,
Provisionals & Trade
Secrets help to ensure =~ __ -
this? = ~ Strategize /Document/Review ... ). . . .. ¢

A Strategy dlrects L o | o ngmpany
documenting codifies, = = BT | B
reviewing expands | | .
/dispositions human

vy
R

Deal

- capital to ensure this.

Timeline
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Innovation Mfg Li:_céenspr Patents
Licensee/Company
B cnabled Publication

Tra‘é_ig Séc.retéi

“# of Patents, |
i PUb"cat'onsa E RO
" Provisionals, |
. Trade Secrets

= Provisionals

T,T, T, T, T, Ty T Ty

Technology areas relevant
to licensee’s business
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% Adding to the Value o
Story by creating new, - | o Company
targeted IP |
Wouldn’t adding IP in
the gaps; customizing
IP or getting in front of--;
others’ IP add tow-the
Value Story? _ i |
S Inventmg, addmg-on " Invent/Add-on / Project
and projectingintothe ; Company
future are processes to ol v B
create new IP ' | |
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4 Your Patents + Others"

Patents for the | : Company
technology or product |
application is what
really matters.

& Wouldn’t eliminating
the need of other
patents for the value
proposition improve ]
your Value Story? : o o G company

& Creating or Inventing e R ¢+ - B
Around an invention is o :
a process to do this.

Timeline
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En?ablefd Publication

- # of Patents,

. Publications, . |

~_Provisionals,
Trade Secrets

Tréde Secrets

Provisionals

New IP'

T, Tg s Tg _.-T1.c ; -
Technology areas relevant Eliminated |
to licensee’s business Licensee/Company A




used to tell the story.

The way you tell and - - _, o

negotiate the story, | - Company
using the facts you S i
have (diligence),
determines the power of,
your Value Story

Wouldn’t addmg all of
these factors improve
your Value Story‘? | " Valuabie Story
Creating a Valuable . Business Plan
Story using a Business ~Licensing Story
Plan and Licensing

Story are approaches

(;ofnpany
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Timeline
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# of Patents,
Publications,
Provisionals,

Trade Secrets

Past/Today

Innovation

Trade Secrets

Provisionals

New IP
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