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Introduction

The upcoming merger of Document Security Systems, Inc. (DSS) with
Lexington Technology Group, Inc. (LTG) signals a new approach for
publicly traded intellectual property companies. Although there are
many businesses focused on managing and monetizing intellectual
property assets (patents, trademarks, trade secrets, etc.), none are
structured to provide the overall level of value, diversification, and
favorable risk-return profile as DSS.

The new DSS will have access to capital and an expert leadership team
that has generated over $1 billion in patent monetization returns to
date. It brings a unique, proven business model that focuses on diverse
patented inventions and investment in technology. The company
develops & manufactures products and applications in cutting-edge
areas of technology - with multiple operating divisions poised for
considerable growth. DSS is emerging as a diverse intellectual property
company with significant revenue opportunities in one of the fastest
growing segments of the business and investment world. Shares of DSS
stock have recently been trading in a range that underappreciates the
company’s significant revenue opportunities. It is my opinion that DSS
will be able to unlock significant value from its diverse intellectual
property assets and operations in the near future. Accordingly, I
believe there is a current, meaningful opportunity for investors to
participate in the growth of DSS.
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Intellectual Property — General Discussion

Intellectual property (IP), especially in the technology sector, has
increasingly garnered more attention from investors over the past
decade. There are many publicly traded companies whose primary focus
is related to the management and enforcement of intellectual property
rights. They are often referred to as patent holding companies, as
ownership of various patented inventions is fundamental to the overall
business strategy of each company. The market for IP has expanded
significantly in recent years with a growing number of high-profile
patent transactions, legal disputes, and licensing agreements. According
to the International Monetary Fund, global receipts of royalties and
license fees totaled over $237 billion in 2011. Without a doubt, IP has
become one of the most strategic assets in the business world and the
investment community has taken notice.

As investors consider the many interesting opportunities presented by
IP companies, they must take into account the diversity of business
models that exists. There are a number of strategic models being
employed - each with varying success and its own unique set of risks
and benefits. With so many publicly traded IP companies in the sector,
it is vital that investors spend the appropriate time and energy
understanding the differences that exist. Just as it is important to
distinguish the quality and validity of a company’s patent assets, it is
equally important to be able to identify the various IP business models
and which strategies have the best chance of success.

Patents an Asset Class / IP Licensing a Business Model

One key to understanding companies and business models in the IP
space is to accept this reality: Patents are an asset class, and IP
licensing is a full-fledged business model. Companies in the IP sector
generally develop patents in-house, acquire the patent rights of others
by purchasing them, or some combination of these two methods.
Traditionally, IP companies that do not commercially sell products or
services that are covered by their patents have been referred to as non-
practicing entities, or NPEs. These companies earn the majority of their
revenue through monetizing IP, including patent licensing and litigation.
There are many different types of NPEs, as each individual company will

DiversifiedIP.com Page 4



J.P. Moreno - April 2013

have its own story to tell regarding the origination and management of
its patent assets. I will discuss NPEs further in this report as they are an
important part of the IP landscape and are directly and indirectly
influencing new patent monetization strategies.

Efforts to collect royalties through patent licensing to others can be
quite complex and challenging. Simply owning patents does not
guarantee a patent holding company will collect royalties from willing
licensees. Often, a small patent owner must seek out companies,
usually much larger than themselves, that are using its technology.
Very large companies like Apple or Microsoft undoubtedly receive many
letters from small patent owners related to patent licensing requests.
These larger, cash-rich companies are not successful in business
because they agree to pay royalties to every small company that claims
its patents are being infringed upon. It is probably safe to say that a
very large number of patent infringement claims are not well-founded,
which explains why many large companies often disregard these types
of patent licensing requests. However, it is also a fair assumption to say
that there are indeed instances where larger companies are utilizing the
patented inventions of small patent owners, as well as patented
inventions owned by larger competitors.

What happens when a patent owner or IP company believes its patents
are being infringed upon by a larger company and its requests for a
license are ignored? A patent owner has the legal right to protect its
inventions and sue anyone it believes to be infringing upon those
inventions. Therefore, it should come as no surprise that patent
infringement litigation often plays an integral role for patent owners
seeking to maximize the economic benefits of their IP.

Media headlines and stories associated with prominent patent disputes
often contain phrases such as “patent wars”, “patent trolls”, and
“permanent injunctions”. While the use of certain terms may contribute
to a negative bias toward companies initiating IP litigation, I believe it is
best for investors to stay objective and build a factual knowledge base
that will help them better understand the companies in this sector. It is
important to understand that IP, patent litigation, and the entire patent
system have been the subject of a long-running and controversial battle

that goes back decades. Prominent individuals and organizations
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attempt to influence legislation, the judicial system, regulatory agency
policy, and public perception on a global basis. Legitimate companies
often get lumped into the same category as abusive companies,
whether intentional or not. I believe it is important to remain unbiased
and evaluate each patent holding company on an individual basis -
while acknowledging the overall clash that is taking place. Awareness of
the ever-shifting climate of the patent industry will help investors better
understand the risks and benefits of each opportunity.

The Emergence of Document Security Systems

Document Security Systems (DSS) is a unique IP company that is
transforming itself through its merger with Lexington Technology Group
(LTG), a private asset management company. The combined company
will retain the DSS name but it will emerge as a new investment
opportunity that breaks the mold of traditional patent holding
companies. By complimenting its patent assets with operating divisions,
DSS will be in a position to enjoy certain advantages not available to
many other IP companies. Before examining the specific business model
of DSS and other publicly traded IP companies, I believe it will be
helpful to discuss some of the basic concepts of the IP space. In
particular, I will cover the elements of the patent, the monetization of
patent assets, and provide specific examples of patent infringement
litigation. These topics will provide some background and insight into
the overall development and evolution of the IP business model.

Patents and Patent Infringement

In the U.S., patents are issued by the United States Patent and
Trademark Office (USPTO). The USPTO grants patents for inventions
that are novel, non-obvious, and useful. A patent is essentially an
exclusive right granted for an invention, which can be a product or a
process that provides a new way of doing something, or a new solution
to a technological problem.

To be novel, the invention must be different from anything else that is
public knowledge, which extends worldwide. Public knowledge would

include anything previously patented, written about in a publication, or
sold in the open market. Putting two existing ideas together, however,

DiversifiedIP.com Page 6



J.P. Moreno - April 2013

could still be a novel invention.

To be non-obvious, the invention must not have been obvious to a
person having ordinary skill in the particular field related to the
invention.

To be useful, the inventor must include a complete description that
shows it serves a purpose, and that it works. Just coming up with an
idea, such as the fictional communication devices used on the Star Trek
television series back in the 1960’s, is not enough to be patentable.
However, had the inventor(s) found a way to make the specific
communication devices work, that idea would be patentable.

Once the claims of the invention and all relevant prior art are reviewed
by the USPTO patent examiner, if it is novel, non-obvious, and useful, a
patent is issued. A patent is a right granted by the U.S. government
that allows a patent holder to prevent others from making, using,
selling, offering to sell, or importing that which is covered by claims in
the patent. This right is granted typically for a 20-year term that starts
from the priority date of the patent application.

Patent infringement occurs when a person or business makes, uses,
sells, or imports a patented invention within the U.S. without having a
license to do so. Indirect infringement may also occur if a company
supplies components to another company that is infringing the patent.
At times, companies may use an invention without knowing that
someone already has a patent that covers it. On other occasions,
infringement may be willful if the company knowingly uses the invention
without taking a license from the patent owner.

The USPTO grants patents, but it is not involved in determining whether
patents are infringed. If a company is unwilling to license a patent from
a patent owner, the patent owner may look to the courts to settle the IP
dispute. Litigation is often very risky, expensive and lengthy. But
litigation can be viewed as an extension of licensing negotiation as it
forces companies to reconsider their position before engaging in a
process that can be just as risky, expensive, and lengthy for the alleged
infringer. Successful litigation can be very rewarding to a patent owner
and often makes future licensing negotiations much easier.
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A defendant in a patent dispute may petition the USPTO to reexamine
certain asserted patents. The defendant will submit examples of prior
art and present arguments to show why certain claims in a patent
should be invalidated. The USPTO first determines whether a substantial
argument has been made before proceeding with a full reexamination of
the patent. The reexamination process, which can also be very lengthy,
may occur in conjunction with the court case. Depending on the
jurisdiction, the presiding judge may stay the case pending results of
the reexamination. However, it is becoming more common for judges to
conclude that delaying cases due to patent reexamination prejudices
the patent owner, as the alleged infringement would be allowed to
continue. Reexamination petitions are a standard tactic used by
defendants in IP litigation and should be expected. This highlights why
it is critical for inventors to submit all relevant prior art during the
patent filing process. Any lingering prior art that could be problematic
will typically be uncovered by a defendant’s legal team. The stronger a
patent is when issued, the better chance it has of upholding future
reexamination challenges.

Both sides incur risks by going to trial. The patent owner’s legal team
has the challenge of convincing a lay jury that there is infringement. At
times, this can be especially difficult if the claims of an invention or if
the technology involved are difficult to understand. A defendant also
risks having to pay large monetary damages or an injunction if it is
found to be infringing. In general, monetary damages are often based
on a royalty rate on sales related to the infringing products. If willful
infringement is determined, then damages can be trebled, or increased
up to triple the amount - at the discretion of the court. Frequently,
parties involved in patent infringement litigation are able to come to a
mutual agreement and settle the dispute.

Examples of IP Litigation

As described earlier, these legal disputes may be costly, time-
consuming, and risky. But they can also be highly rewarding. Owning
patented inventions that large companies need for their business may
be financially rewarding for patent owners that successfully license
and/or litigate their patents. There are many examples of patent
disputes in the technology sector where significant money is at stake. IP
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litigation often involves a small company accusing a cash-rich company
of infringing. But patent disputes also occur between two large
companies competing in the same space. Jury verdicts, monetary
damages awarded, potential injunctions, and forward going royalties
are all central pieces of IP litigation.

One example of a small company taking on multiple large, cash-rich
companies is VirnetX (VHC). VirnetX is well-known for aggressively
protecting its virtual private network (VPN) patented inventions related
to securing real-time communication against the likes of giant
corporations such as Microsoft (MSFT), Apple (AAPL), Cisco (CSCO),
Siemens (SI), and others. VirnetX was formed in 2005 and acquired a
key patent portfolio from Science Application International Corporation
(SAIC), a technical services and solutions company that is known for
solving highly important technological issues for the U.S. government.
The key SAIC scientists that developed and patented these inventions
over a decade ago also moved to VirnetX.

In February 2007, VirnetX Inc. sued Microsoft Corporation for patent
infringement. Microsoft petitioned the USPTO to reexamine the patents
in the case, and the USPTO agreed to do so. After all of the legal
wrangling, the case finally went to trial in March 2010, where a federal
jury concluded that Microsoft infringed on VirnetX’s patents. Microsoft
was ordered to pay $105.75 million in damages for past usage. Shortly
thereafter, VirnetX again sued Microsoft for newly released products,
such as Windows 7, for infringement of the same patents. Rather than
continue the legal fight, Microsoft and VirnetX agreed to settle their
patent dispute for $200 million in May 2010. The USPTO concluded its
reexaminations and both VirnetX patents were found to be completely
valid and enforceable.

With its coffers filled, VirnetX immediately filed lawsuits against several
other companies, including Apple and Cisco. In November 2012, VirnetX
secured a favorable jury verdict against Apple that included an award of
$368.16 million for past damages. Immediately after this verdict,
VirnetX sued Apple for newer products that are accused of using the
same patented technology. In February 2013, the presiding judge
denied VirnetX’s permanent injunction request, but he upheld the
amount of damages awarded by the jury. Additionally, the judge
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ordered the two parties to meet to try and resolve their patent dispute
by coming to a licensing agreement. While the dispute has not come to
a final conclusion, it exemplifies that while IP litigation can be very risky
for patent owners, it can also potentially be very rewarding. A separate
jury trial to settle a dispute between VirnetX and Cisco began early in
March 2013. In that case, the jury determined that VirnetX did not
prove its patents were infringed by Cisco. The jury did conclude that the
asserted patents were not invalid. These results highlight the
unpredictable nature of patent litigation and jury outcomes in particular.

The titans of the industry are also engaged in multiple patent disputes
with one another. One prominent example is the clash between Apple
and Samsung, who are suing and countersuing each other in multiple
jurisdictions across many countries. This dispute is often referred to as
a global “patent war” as it involves two of the largest competitors in the
technology sector. The battle involves various mobile technology
patents related to the operation and design of smartphones and tablets.

It all started in April 2011, when Apple sued Samsung for infringing
several of its patents. In August 2012, a jury returned a favorable
verdict to Apple, which determined that Samsung had willfully infringed
Apple’s design and utility patents. The jury awarded Apple $1.05 billion
in damages. Apple requested a permanent injunction to stop all sales of
Samsung products. This motion was denied by the judge in December
2012. Additionally, in March 2013, the court cited concerns over the
jury’s decision and cut the damages award down to $598.9 million. The
judge also ordered a new trial that will focus on determining the
amount of damages owed to Apple in connection with the infringing
Samsung devices. The Apple versus Samsung “patent war” is another
prime example of how much money can be at stake when it comes to
owning patents a competitor may want or need. When a company
refuses to take a license, IP litigation is often the course a patent owner
chooses to pursue. Patent disputes can be very expensive, may last
years, and have unpredictable outcomes. Nevertheless, litigation may
prove necessary for patent holding companies to successfully enforce
their IP.
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The IP Business Model Evolution

Traditionally, operating companies that focus on making products also
invest in research and development (R&D) to improve existing products
and create new ones. Capital is set aside annually and the efforts of
the R&D department often generate new patents. In the past,
companies would passively accumulate patents and they had a more
defensive-minded strategic approach to IP. Over the past couple of
decades, however, the IP marketplace has evolved and companies have
become much more offensive-minded. It is clear that companies can
maximize the economic benefits of patents by employing an offensive
monetization strategy. Instead of relying on passive accumulation,
companies of all sizes and in various industries have actively been filing
patents and building large patent portfolios. Companies that make
products, like Apple and Samsung, are still earnestly developing patents
and using them defensively to protect their products and unique
inventions. But these same companies are also asserting their patents
offensively with the intention of obtaining additional revenue and/or
gaining significant advantages over their manufacturing competitors.

Having a strong patent portfolio can serve a company well by providing
leverage when negotiating cross-licensing deals. Additionally, it can help
to ward off lawsuits from competitors and protect products and

services. Any large company that has a weak patent portfolio is
undoubtedly at a competitive disadvantage. Google, for example, is
considered to be a relatively new player in the technology sector. When
compared to a veteran like Microsoft, Google’s IP portfolio was relatively
weak. So Google decided to strengthen its IP position via patent
acquisition. In May 2012, Google completed a $12.5 billion purchase of
Motorola Mobility Holdings, Inc. (MMI), a consumer electronics
manufacturer with a large stable of technology patents. The Motorola
portfolio reportedly had over 17,000 patents and 7,500 pending
applications. Although many believe Google overpaid for Motorola, most
believe the acquisition strengthened Google’s overall IP position -
including being able to defend its OEM partners and its own products
and service offerings.

At times, even competitors can work together to acquire patents.
Rockstar Consortium, Inc., the company formally known as Rockstar
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Bidco, was formed in 2011 to participate in the high-profile auction of
6,000 patents owned by the bankrupt telecom giant Nortel. The
consortium originally consisted of Apple, Microsoft, RIM (now
Blackberry), Ericsson, Sony, and EMC (who later dropped out). Rockstar
emerged as the winning bidder and spent $4.5 billion in its acquisition
of the patents. After the auction, approximately 2,000 of the acquired
patents were transferred to the individual companies - leaving 4,000
patents to be managed by Rockstar. Interestingly, Rockstar is now run
as an independent company and is actively seeking licensing
agreements for its patents. However, recent reports indicate that
Rockstar has been transferring additional patents to Apple over the last
year and it is unknown exactly how this entity will progress. A second
high-profile consortium was created in 2012 for the purpose of
acquiring bankrupt Eastman Kodak’s digital imaging patent portfolio.
The consortium was led by Intellectual Ventures and RPX Corp., and
included some of the world's biggest technology companies including:
Adobe Systems, Amazon.com, Apple, Facebook, Google, Huawei,
Microsoft, and Samsung, among others.

The IP business model is constantly evolving. The previous examples of
the Google acquisition of Motorola and the forming of consortiums to
acquire valuable patents at auction demonstrate just how valuable and
strategic key patents can be. The emergence of consortiums, involving
some of the biggest technology companies from across the globe, is
indicative of the changes that are taking place. Logically, the next
question to ask is: What other non-traditional IP-centric business
models have developed that focus on patent licensing as the primary
source of revenue?

New IP Business Models Emerging

As stated previously, an important key to understanding other business
models in the IP space is to recognize the fact that patents are an asset
class and IP licensing is a business. It is not mandatory for patent
owners to make a product in order to monetize their inventions.
Oftentimes, patent owners have limited capital which can make it
extremely difficult for them to pursue litigation. And not all patent
owners have the resources or desire to manufacture a physical product.
Both PEs and NPEs have the right to enforce their patents, license their

DiversifiedIP.com Page 12



J.P. Moreno - April 2013

patents, or buy and sell patents. But when it comes to managing and
monetizing IP, each company will have its own set of advantages based
upon its operating status and organizational structure.

Today, there are less and less pure-play licensing companies around.
The formation of new IP-based business models illustrates the rapid
evolution in the sector. We are now seeing a combination of models
employed that may include:

e Enforcement business that support inventors and Small and
Medium-sized Enterprises (SMEs).

e Licensing businesses that conduct proprietary R&D and develop
patents in-house.

e Licensing and/or litigating patents obtained via direct acquisition,
partnership, or spin-off.

e Developing commercial products to sell for profit.

Examples of Current IP Business Models

The IP sector is not black and white. There are a variety of IP business
models out there, all with unique features. Rather than cover every
company’s business model in great detail, this section will focus on a
few examples showing how different current IP business models can be.
What are some of the models around?

o Diversified IP Monetization: Developing and/or acquiring
patents with the intent to monetize via licensing and/or litigation.
Companies may be patent aggregators that acquire multiple
patent portfolios and focus on broad licensing. These companies
may only use litigation as an extreme measure. Others may have
a unique patent portfolio where litigation is the primary tool used
to force other companies to license. There are also examples
where large companies spin-off patents to smaller companies so
that the smaller company does the actual licensing / litigating
work. The profits are split between the two companies.

Acacia Research Corporation (ACTG)

Rockstar Consortium (private)

Unwired Planet, Inc. (UPIP)

VirnetX Holding Corp (VHC)

O

O

(@]
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o Vringo, Inc. (VRNG)
o Wi_lan Inc. (WILN)

e Emerging IP Commercialization: Companies that own patents
and are primarily focused on developing commercial products. At
times they may be forced to defend or assert their patents via
litigation to protect proprietary inventions.

o Neonode (NEON)
o Uni-Pixel, Inc. (UNXL)
o Parametric Sound Corp (PAMT)

e Hybrid IP Operating / Developer / Monetization
Companies: This model may include businesses that have patent
portfolios that are highly specialized or focused on a certain
market sector. These companies often will spend money on R&D
to develop patents internally. They may also acquire patents that
strengthen their existing portfolio. While they at times develop
products, these companies often leverage their highly specialized
portfolio and concentrate on licensing their patents to others in
the industry. IP litigation also plays a key part of this business
model as well.

o ParkerVision (PRKR)

o InterDigital, Inc. (IDCC)

o Tessera Technologies Inc. (TSRA)
o Universal Display Corp. (PANL)

e IP Management and Investment: Companies that invest
business experience, legal expertise, and capital to monetize
pioneering inventions.

o Lexington Technology Group (LTG) + Document Security
Solutions (DSS) = (DSS)

While not intended to be a fully comprehensive list, it illustrates what a
wide variety of IP business models are in play today. And new ones are
forming as the sector continues to evolve. Some models are riskier, but
potentially more rewarding. Various factors contribute to how successful
a company is in monetizing its patents. This will be discussed in further
detail later in this section. Let’s pick a few examples from the list above
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to further show how different the business models can be. And later we
will focus on how the DSS model will work.

VirnetX (VHC): VirnetX acquired its core patent portfolio from SAIC.
However, as described earlier, the SAIC scientists also moved over to
VirnetX along with their patents. The company still spends money on
R&D and is developing an in-house product called Gabriel. The scientists
continue to develop new patents stemming from their original
inventions. So, despite the public perception that VirnetX only bought
patents to sue others, the reality is that the company actually has the
original patent inventors as part of the company. The VirnetX business
model is focused on monetizing its patents via licensing and litigation
efforts. Because the company is small with limited capital resources,
much of its time and money is consumed by protecting its patented
inventions in the courtroom from large companies that refuse its
licensing terms. And because the company does not commercially sell a
physical product at this time, it is currently considered an NPE. Some
may frown upon VirnetX’s early approach to licensing and litigation.
However, no one can dispute the company’s overall success in terms of
obtaining multiple court wins and positive settlement agreements.

InterDigital, Inc. (IDCC): InterDigital is a pioneer in wireless
communications technology and has been contributing significant
wireless inventions since the 1970s. Historically, the company’s
scientists and engineers have been developing patents in-house — many
of which are contributed to standards developing organizations (SDOs).
InterDigital then licenses these technologies to various wireless
manufacturing and technology firms around the world. The company
has occasionally worked on bringing certain products to market, such as
its SlimChip broadband modem or its Smart Access Manager
application. Nevertheless, InterDigital is still considered an NPE as it
does not practice most of the claims of the 19,000+ patents it owns. In
addition to IP licensing, InterDigital also has profited from the sale of its
patent holdings. In June 2012, the company sold approximately 1,700
wireless patents to Intel for $375 million. InterDigital is a mature patent
holding company that has demonstrated consistent profitability and has
paid investors a recurring quarterly cash-dividend since the start of
2011.
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Acacia Research Corporation (ACTG): Acacia is a well-known NPE
that is rapidly becoming a licensing machine. Acacia is essentially a
patent aggregator. The company acquires rights to strategic portfolios
(currently it owns approximately 260 portfolios) that cover several
sectors, such as Medical and Wireless/Mobile. Acacia’s model involves
partnering with inventors that have limited resources to deal with the
unauthorized use of their patents. Acacia acquires the patent portfolios,
which are then placed in operating subsidiaries and vertically integrated
with other patents for strategic IP licensing opportunities. Because
Acacia now owns the rights to the patents, it can actively seek out
licenses. In turn, the revenue is generally shared with the patent owner
on a 50/50 basis. Acacia is constantly looking to partner with others
that may have patents that hold significant revenue upside. The
company also looks for patent portfolios that will strengthen existing
vertical IP sectors, as well as build entirely new vertical IP sectors.
Acacia has a solid reputation, excellent management, and continues to
add to its stockpile of patent portfolios. Yet, it is still not well-
understood by many in the investment community. Sometimes the
long-term value of a patent portfolio is not always easily quantifiable at
the beginning. Also, the way licensing deals are structured often makes
it difficult to estimate the company’s quarterly earnings. Regardless, it
is apparent that Acacia is a very successful NPE that is squarely focused
on licensing IP that others developed.

Unwired Planet (UPIP): Unwired Planet (formerly known as
Openwave Systems) sold its two operating business in 2012 to focus
exclusively on the monetization of its IP. The company recently
completed a patent transaction with Ericsson (ERIC) that significantly
broadens its patent portfolio. Under the terms of the deal, Ericsson will
transfer 2,185 U.S. and international patents and patent applications to
Unwired Planet, including 100 per year from 2014-2018. This deal was
very unique in that Unwired Planet paid zero cash up-front. The
company will pay Ericsson based on the following revenue sharing
schedule: 20% of gross revenue on the first $100 million generated
from the acquired patents, 50% of gross revenue between $100-$500
million, and 70% of gross revenue thereafter.
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Public Perception of NPEs and Legislation

Currently, there is a growing negative perception toward NPEs who are
focused on IP licensing and litigation. And there are signs that new laws
and changes to the patent system may be coming. Large organizations
and regulatory agencies across the globe have been extremely vocal
about legislative and policy changes that are needed to protect
businesses and public interests from predatory patent assertion entities.

Many patent holding companies are considered NPEs, and as we have
seen, there can be a wide variety of business models used to manage
and monetize patents. To some, the term “NPE” itself has a negative
connotation. NPEs are occasionally referred to condescendingly as
“patent trolls” and some mistakenly use the two terms interchangeably.
NPEs are typically small companies that initiate litigation against larger,
cash-rich companies. In addition, NPEs generally do not sell products or
services, which can make them immune to countersuits by the larger
manufacturing companies. In instances where target manufacturers are
also patent owners, NPEs have no need to cross-license giving them
additional negotiating leverage.

While it is unclear whether the negative public perception of NPEs will
improve and how exactly small inventors, including NPEs, may be
disadvantaged in the future - it would be wise for patent holding
companies to stay ahead of the changes. One commonly discussed
disadvantage facing NPEs relates to the U.S. Supreme Court's 2006
decision in eBay v. MercExchange. After this decision, permanent
injunctions have been hard to come by for NPEs - leaving them
seriously disadvantaged in the courtroom. It is easy to see how any
future trends or changes could seriously impact the ability of NPEs to
assert and enforce their intellectual property rights.

Document Security Systems

Companies who understand the dynamics of the industry and what
changes may be coming have already started to adapt and modify their
business models. DSS is a front-runner in this regard. Among other
things, the company invests in operational businesses with IP assets. It
provides capital, experience, and a proven strategy for maximizing
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technology development through the use of patent monetization. As a
company that utilizes and transforms its patented inventions, DSS has
distinct advantages over the traditional NPE model. In addition to being
able to generate revenue by bringing innovative technology products to
market, the company can protect its development by asserting its IP.
Unlike the traditional non-practicing patent owner, DSS would have a
strong position to recover lost profit damages and obtain injunctive
relief during patent lawsuits. There are other legal benefits to consider
as well, such as the ability to resist a motion to transfer venue or the
ability to resist a stay of litigation pending the outcome of
reexamination proceedings.

DSS has extensive experience with patent integration to drive the
development of new technologies. The company is able to invest capital
and know-how to help businesses successfully commercialize their
inventions. In terms of comparison, the DSS business model can be
likened to that of an investment fund of well-diversified IP assets -
where the capitalist side and the investment side cooperate to reduce
risks and generate consistent returns. DSS has introduced a new model
of IP management and technology development that creates and
exploits synergies across all segments of the combined company.
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Document Security Systems — History

On October 2, 2012, Document Security Systems, Inc. (DSS)
announced plans to merge with privately held Lexington Technology
Group, Inc. (LTG). The merger is expected to close in the first half of
2013, subject to regulatory and shareholder approval. The combined
company will continue to be known as Document Security Systems, Inc.

As a singular enterprise, the original DSS business offers products and
services to organizations to protect their brands, data, and
technologies. The company’s patented anti-counterfeit and
authentication technologies protect a wide range of documents against
theft and fraud. According to a January 2013 corporate fact sheet, DSS
has used its technology and production abilities to protect some very
famous brands, including: Coca-Cola, Johnson & Johnson, Kraft, Pepsi,
and Procter & Gamble, to name a few. DSS even provides technology
that is required on all U.S. Social Security cards.

DSS was originally formed in 1984 under a different name with a
different business model. The company changed directions a few times
over the years before the decision was made in late 2002 to focus on
developing secure technologies. The official corporate name change to
Document Security Systems, Inc. occurred on February 3, 2003.
Between 2003 and 2006, the company’s document security division
generated most of its revenue by licensing its technology. The business
model involved licensing printers and collecting royalties based on the
technology usage of licensees. Beginning in 2006, DSS began acquiring
other companies - a strategy that would radically change the dynamic
of the company. The first such acquisition was a privately held plastic
cards manufacturer from San Francisco named Plastic Printing
Professionals, Inc. In 2008, DSS acquired essentially all of the assets of
a private printing company named DPI of Rochester, LLC. A third
privately held company was acquired two years later when DSS
purchased Premier Packaging Corporation. Like DPI, Premier Packaging
was located in the area of Rochester, New York.

Through these acquisitions DSS was able to expand its commercial
manufacturing abilities and lessen its dependence on technology
licensing. The company had strategically transformed itself from an
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intellectual property licensing model to a customer-driven model, where
it had taken control of managing and leveraging revenue drivers. The
new DSS strategy involved working directly with major brand owners
and introducing them to the company’s secure manufacturing solutions
that could meet their needs. As a direct manufacturer, DSS placed itself
in a position to take advantage of the tremendous global demand for
custom security printing and packaging products.

Another significant DSS acquisition was made in May 2011 when the
company purchased ExtraDev, Inc., yet another private company
located in the Rochester, NY area. Acquiring ExtraDev instantly
increased the company’s licensing and digital solutions sales. It was at
this time that DSS integrated its corporate brand into four distinct
divisions: DSS Printing Group, DSS Plastics Group, DSS Packaging
Group, and DSS Digital Group.

DSS Printing Group

Acquiring DPI of Rochester provided DSS a secure printing operation
specializing in high-end, traditional and digital printing. This operating
segment produces a wide variety of materials for both government and
commercial businesses including: security paper, vital records,
prescription paper, birth certificates, receipts, manuals, identification
materials, entertainment tickets, secure coupons, parts tracking forms,
brochures, direct mailing pieces, catalogs, and business cards. The
division also provides support for existing technology licensees as well
as engages in ongoing R&D for the company’s secure printing
technologies.

DSS Plastics Group

After the acquisition of Plastic Printing Professionals, DSS moved the
plastic printing operation to a larger facility with new equipment -
increasing production abilities including RFID manufacturing. DSS
Plastics Group sells both secure and non-secure items including:
identification cards, loyalty and gift cards, RFID cards, and integrated
cards that can combine smart card technology and magnetic stripes.
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DSS Packaging Group

This division incorporates the company’s security technologies into
printed packaging to protect customer brands and product lines from
counterfeiting. DSS designs and manufactures custom paperboard
packaging products for businesses across many marketplaces -
including large clients in the pharmaceutical, beverage, photo
packaging, toy, specialty foods, tourism and direct marketing industries.
A few examples of packaging products are: folding cartons, disc
mailers, and photo finishing packaging.

DSS Digital Group

DSS Digital Group develops and licenses proprietary digital data
security technologies to businesses and governments. The division
offers a full suite of cloud-based protection and backup services
including: document management and security, data backup and
recovery, and email and web protection. A key element of these
services is the company’s legacy authentication technology,
AuthentiGuard. One of the earlier generations of the technology,
AuthentiGuard DX, was introduced in 2008 as an enterprise software
solution. When first launched, AuthentiGuard DX was billed as a
networked compatible appliance that would allow the author of a
Microsoft Office document (Outlook, Word, Excel, or PowerPoint) to
secure nearly any of its alphanumeric content when printed. This hidden
content would be visible only to those who could authenticate the
secured document with a proprietary viewing device or software.
Development of AuthentiGuard technology has advanced in recent years
and DSS has recently launched a powerful new AuthentiGuard
smartphone application.

Management

As part of the transition and planning related to the pending merger
with Lexington (LTG), Robert Bzdick assumed the role of acting CEO for
DSS in November. Bzdick had previously joined DSS in 2010 as part of
the Premier Packaging Corp. acquisition, the company he founded in
1989. Patrick White, who had led DSS as CEO from 2002-2012, now
serves as a consultant to the company. Jeff Ronaldi, the current CEO of
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LTG, will lead the new combined company when the merger is finalized.
Bzdick will remain in charge of the DSS operating division and serve as
President of the new company. And Peter Hardigan, the current COO of
LTG, will assume the same role for the new combined company.

In 2012, DSS brought on intellectual property strategist John Cronin to
serve on the board of directors. Cronin is Managing Director and
Chairman of the intellectual property consulting firm, ipCapital Group,
Inc., which he founded in 1998. Shortly after Cronin’s appointment to
the DSS board, the company announced an agreement with ipCapital.
This relationship was created to aid the development and expansion of
the DSS patent portfolio — a process that eventually led to the merger
with LTG.

Current Litigation

On October 24, 2011, DSS initiated trade-secret litigation in the United
States District Court, Western District of New York, against
Coupons.com. The lawsuit alleges that Coupons.com misappropriated
the company’s proprietary digital copy protection technology, using the
technology in its coupons without authorization and in breach and
violation of certain signed nondisclosure agreements. DSS believes that
Coupons.com has utilized the technology on billions of coupons since
2006 and is reportedly seeking $40-45 million per year, retroactively.
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Lexington Technology Group — History

Lexington Technology Group, Inc. (LTG) is poised to become the
majority shareholder of Document Security Systems, Inc. (DSS) after
the two companies merge in the spring of 2013. Jeff Ronaldi, the
current CEO of LTG, will hold the same title of the combined company.
Currently, LTG is a privately-held intellectual property (IP) asset
management company. In addition to acquiring and monetizing IP
assets, the company invests in innovative businesses that have yet to
maximize the economic benefits of their inventions. LTG creates,
purchases, and develops dynamic technology that it brings to market
through a variety of licensing and partnering programs. The company
was incorporated in Delaware on May 10, 2012 and owns 100% of
Bascom Research, LLC.

Through its Bascom Research subsidiary, LTG acquired a patent
portfolio of six patents and four pending patent applications covering
inventions by Thomas L. Bascom, the founder of LinkSpace, LLC. Mr.
Bascom was appointed President and CTO of Bascom Research as well
as CTO of LTG. His technology was originally developed for the telecom
sector and markets related to national defense, but it has since been
used in a variety of industries. The core Bascom patents are considered
essential to social and business networking technology and they are the
subject of patent infringement litigation against five such technology
companies, including Facebook, Inc. and LinkedIn Corp. The Bascom
patent portfolio goes back to 2001 and is considered unencumbered -
two key factors that make it a great monetization opportunity for LTG
between now and well into the next decade.

Bascom Research and LinkSpace are currently developing software
applications for the medical and pharmaceutical space. Through a
strategic partnership with MedNest, LLC, the Bascom subsidiary is also
expanding its development to include RFID-based electronic medical
records products that can be brought to market. IP Navigation Group,
LLC (IPNav) serves as an advisor to the Bascom patent portfolio. IPNav,
a leading IP monetization consulting firm, will provide Bascom Research
with licensing support and expertise, in addition to other advisory
services.
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LTG’s investment in Bascom Research illustrates the type of
commitment and level of contribution the company will provide when
making strategic IP investments. In addition to providing capital, the
company is able to utilize its rich expertise to maximize development
and monetization opportunities. LTG takes an active role in owning and
managing IP assets. It has the personnel and resources to execute its
specialized strategy of enhancing operational businesses by leveraging
the underlying IP. Here is a snapshot of LTG’s multidisciplinary IP asset
management team and outside advisors:

Jeff Ronaldi
Chief Executive Officer

Tom Bascom
Chief Technology Officer

DiversifiedIP.com

Over 25 years experience in leading technology
startups and monetizing IP

Previously CEO of Turtle Bay — where he defined
overall strategy and managed approx. $50 million in IP

Realized more than $160 million in return for $12
million in IP investments

In 2012 was behind Shelbyzyme’s $50 million patent
verdict against Genzyme and $20 million willful
infringement verdict against Citrix Systems Inc.

managed patent infringement lawsuit vs. Microsoft Inc.
that resulted in a $62.3M verdict / $60M settlement

Founder of LinkSpace, LLC

Pioneer of technology developed to establish contextual
relationships among distributed information

Patented inventions starting in 2001 that have since
been actively prosecuted and expanded

Former Senior Manager at WorldCom where he was
involved in the management of projects for Raytheon,
NASA, & Northrop Grumman, among others.
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Will Rosellini
Advisor to Bascom Research

Kramer Levin Naftalis &
Frankel, LLP

Bascom Litigation
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Current scientific advisor to IPNav

Founder & CEO of Microtransponder, Inc., a medical
device company that develops RFID based
neurostimulation devices

Supports ongoing R&D for the electronic medical
records collaboration with MedNest

Managing the Bascom Research legal dispute in the
Eastern District of Virginia against multiple defendants,
including Facebook and LinkedIn

The firm has relevant prior experience with Facebook

On October 3, 2012, Bascom Research initiated a patent infringement
lawsuit against five social and business networking companies:

e Facebook, Inc.

e LinkedIn Corp.

e Novell, Inc.

e Jive Software, Inc.
e BroadVision, Inc.

The lawsuits were filed in the United States District Court for the
Eastern District of Virginia, but in December 2012, the Virginia court
transferred the case to the District Court of the Northern District of
California. The litigation focuses on four Bascom patents that cover core
technologies utilized by social and business networking websites.
According to LTG, the patented technology was developed as early as
2001 and significantly predates the social and business networking
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activities of the alleged infringers. The company is seeking damages
and injunctive relief.

Kramer Levin Naftalis & Frankel, LLP is handling the litigation for LTG.
Previously, Kramer Levin was involved in litigation between Leader
Technologies, Inc. and Facebook where it is believed to have had access
to Facebook'’s source code. Such knowledge may provide a significant
advantage in this case. The law firm is representing the Bascom
subsidiary on a contingency basis. Past damages are being sought for
the period of time beginning in October 2006 and extending through the
conclusion of the trial. The company will also be seeking potential
licensing royalties over the remaining life of the patents, which expire in
2022. At a pre-trial conference in March, the schedule for the Markman
hearing was set for October 2, 2013. The timing for this event suggests
a jury trial would take place in early 2014.

VirtualAgility

On March 5, 2013, LTG announced that it had taken a minority stake in
VirtualAgility, Inc., a private software and programming development
company. VirtualAgility was founded in 1998 and is known for providing
web solutions for both government and businesses. Its products include
a browser-based platform that allows users who are not programming
or coding specialists to easily create powerful, sophisticated
applications. VirtualAgility’s operating business is protected by five U.S.
patents and it has multiple patent applications that are pending. The
investment by LTG includes an option to expand its ownership after the
pending merger with DSS is finalized.

VirtualAgility currently has a patent infringement lawsuit pending
against multiple parties in the United States District Court for the
Eastern District of Texas, Marshall Division. The complaint was originally
filed on January 4, 2013 against Salesforce.com and specific
Salesforce.com corporate clients and/or partners. These additional
defendants are:

e Dell, Inc.
e Dr. Pepper Snapple Group, Inc.
e Kimberly-Clark Corp.
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e NBCUniversal, Inc.

e LivingSocial, Inc.

e FedEx Corp.

e BMC Software, Inc.

e Bank of America Corp. (Bank of America National Association,
Merrill Lynch & Co., Inc. and Merrill Lynch, Pierce, Fenner & Smith
Inc.)
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The New Combined DSS

Post-merger, Document Security Systems, Inc. (DSS) will emerge as a
diversified intellectual property company with complimentary operating
units. Lexington Technology Group (LTG) will serve as the company’s
intellectual property division and its management team will lead the
combined company. Robert Bzdick, who had been serving as the active
CEO of DSS before the merger, becomes President. The executive
management of DSS will be as follows:

e Jeff Ronaldi — Chief Executive Officer

e Peter Hardigan - Chief Operating Officer
e Philip Jones - Chief Financial Officer

e Robert Bzdick - President

TDSS '
v % Lexington

e NYSE MKT: DSS e Private company
e Patent holding, management and
monetization specialist

e Leader in anti-counterfeit,
authentication, and mass-

serialization technologies e Two LTG investments:

e Provides turnkey security solutions o Bascom Research: pertains to
to corporations, governments, and social network data structures
financial institutions o Virtual Agility: pertains to user-

configurable platforms used to
create sophisticated, integrated
applications

e IP portfolio consists of 9 patents
and 8 applications

Source: DSS Presentation - April 2013
Merger Details

The merger is projected to close in the second quarter of 2013 with
LTG, as a wholly-owned subsidiary of DSS, being the surviving
corporation. Completion of the merger is dependent upon the approval
of shareholders at a DSS special meeting. Shareholders will be voting,
either in person or by proxy, on various issues related to the merger -
including certain proposals that will affect the capital structure of the
combined company. During the shareholder approval process DSS will
seek authorization to issue shares of stock and warrants, implement a
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staggered board of directors, effect a reverse stock split if necessary,
and approve an equity incentive plan for management and advisors. In
connection with the Merger, LTG shareholders will exchange their
holdings for capital stock and warrants of DSS. Here are some key
terms of the merger agreement:

e LTG will receive approximately 20 million shares (there are
currently 21.71 million shares outstanding at DSS)

e 7,100,000 escrow shares will be held in escrow for up to one
year, subject to certain conditions

e There are up to 11.5 million warrants, options, and debt that is
convertible into DSS common stock (at various strike prices with
a weighted average strike price of approximately $4.10)

e These convertibles include 4,859,894 million warrants at a price
of $4.80 per share with a 5-year term issued to LTG shareholders
at the time of the merger

e The resulting LTG ownership (approximated):

o 47% ownership: not considering warrants and options
o 50% ownership: including options and warrants

o 55% ownership: including warrants and options and the
vesting of escrow shares (assuming DSS stays above $5 per
share for 40 out of 90 days within one year following the
merger)

After the merger, I expect DSS will have approximately $8 million cash
on hand. The company should have sufficient resources to fund
operations and legal expenses for at least the next two years. Outside
of the specific purpose of making strategic acquisitions, I do not
anticipate the company will need to raise money over this period. The
actual fully diluted share amount of DSS after the merger will be
determined by various conditions and considerations, including the
shareholder approval process and the trading of DSS stock. At most
DSS will have approximately 61 million shares on a fully diluted basis,
assuming certain shareholder approvals and that the company does not
undertake a stock split. The 61 million share count includes all
outstanding stock options, warrants, and convertible debt - including
4,859,894 warrants with an exercise price of $4.80 per share.
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Company Structure & Strategy

DSS will benefit from an exceptional mix of talent and experience that
comprises its team of executives, directors, and consultants. Robert
Fagenson will remain Chairman of the Board of DSS that also includes
previous board members Ira Greenstein, David Klein, and Bzdick.
Warren Hurwitz will join CEO Ronaldi and COO Hardigan as LTG team
members joining the new company’s board of directors. The final two
spots on the nine-person board of directors belong to Jonathon Perrelli
and Richard Cohen. Tom Bascom continues his role as President and
CTO of Bascom Research. The company will also enjoy the support and
services provided by outside advisors, such as IPNav and Kramer Levin.

DSS Value-Added Investment Approach Vs. Existing Alternatives

 Real, results-oriented patent « NPE: often involving assignment
monetization skill set of assets, minimal upfront capital,
e Highly experienced managers with no injunctive relief

monetization track records and

) ) e Venture or other private financing:
corporate operating experience

undervalues IP and doesn’t
o Capital and willingness to fund support monetization

operations o
o« "DIY” patent monetization:

without professional guidance,
relationships, or funding...

e Access to incubators and network
of technical experts

e« Willingness to work with company
to seek injunctions to protect
competitive position

e Provide defensive IP value from
other LTG investments

o Liquidity and upside for investors

Source: DSS Presentation - April 2013

DSS will share key resources across a broad range of areas. The core
DSS operating unit, which relies on intellectual property to protect its
business and stay competitive, will benefit greatly from the strong IP
management of LTG. The cloud computing technologies of the DSS
Digital Group will complement the customized technology solutions
being developed by Bascom Research. And the Bascom patent portfolio
will support all operating businesses - including the development and
utilization of the DSS AuthentiGuard smartphone application. As the
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company introduces its product across the rapidly evolving wireless
landscape, the wide-reaching Bascom patents will offer protection
against other IP owners.

With a variety of operating divisions and diverse patent portfolios, DSS
can leverage its IP portfolio both offensively and defensively. The
company’s aggressive IP assertion and enforcement strategy involves
high-stakes litigation as well as broad licensing campaigns. By
generating a consistent stream of licensing revenue, the company can
finance both operations and patent infringement lawsuits that involve
high-dollar claims. This monetization model can be seen in action with
Bascom Research and the core Bascom patent portfolio. By utilizing the
licensing services of IPNav, the company seeks to create a self-
supporting operation that can continue to fund its own technology
development activity and ongoing litigation. For Bascom Research, this
includes developing applications for medical electronic health records
along with major litigation against social networking giants Facebook
and LinkedIn, as well as other defendants.

DSS Operating Unit

The original DSS business that offers anti-counterfeit, authentication,
and security solutions has grown considerably in recent years and is on
the path to obtaining consistent profitability. On March 6%, the
traditional DSS operation released its fourth quarter and full-year 2012
financial results and revealed a profit for the quarter of $1.6 million. By
focusing its efforts on higher margin opportunities and improving overall
costs, DSS was able to enjoy an increase in both sales and gross
margins for 2012. Looking forward, the goals for 2013 include:

e continuing cost improvements

e increasing profitability to the point of breakeven

e transition from beta testing of new AuthentiGuard product suite to
full-fledged licensing and sales

e expand trials to include additional markets

e maximize economic benefits of the DSS patent portfolio

The newest AuthentiGuard product offering was launched late in 2012.
Designed as a complete real-time, cloud-enabled authentication
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solution, the new AuthentiGuard offers brand owners a cost-effective
way to protect their business. AuthentiGuard utilizes a smartphone
application that is available on both Apple’s iOS and Google’s Android
operating system. By using the smartphone app, customers can scan
packaging and documents to verify the authenticity of the items. In
addition, the technology is customizable and can be integrated into the
existing information system of the customer. This allows for tracking
products in real-time, verifying the authentication & origin/destination
of products, managing users of the technology, and generating instant
reports and alerts as desired.

Integrated Security Solution with AuthentiGuard

Brand owner digitally ADX Cloud Service Packaging or secure Packaging or secure
creates art files for incorporates security documents incorporating documents can be scanned
packaging oridentification faahires:notvisibla:to the security can be printed on by iPhone (android in
and and sends to ADX any printer development)

naked eye into the art file

Cloud Service. to identify counterfeit or

redirection

R
2001

LOT 1334587 09 17200

Authentication of the mark Security features can be No additional printing No additional hardware cost
by ADX cloud service in altered as frequently as cost to brand owner to brand owner or
real time desired investigator

SOURCE: DSS Presentation - April 2013

DSS has presented the AuthentiGuard technology to major brand
owners who have demonstrated significant interest. Several companies
have begun beta tests of the product, thus entering into relationships
that DSS has the potential to convert into sales. Because providing this
turnkey solution to businesses requires working directly with key
personnel - security and network directors who are responsible for
brand protection and supply chain data systems — DSS has an excellent
opportunity to license the technology. Working directly with decision
makers and influential individuals who can directly see the benefits of
the AuthentiGuard solution is a significant advantage.
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The market for the AuthentiGuard product suite is enormous. Target
customers include, but are not limited to, companies in the cosmetics,
entertainment, fashion & apparel, luxury items, and pharmaceutical
industries. The technology can be used to identify individuals at a
theme park, track shipments anywhere in the supply chain,
authenticate product quality, or manage product rebate and recall
activities. All of these features are enabled in real-time using next
generation cloud computing technologies, something no other
competitor has brought to the marketplace. AuthentiGuard is a
revolutionary real-time technology that represents a multi-billion dollar
opportunity for the company. With extremely high margins, and low-
costs to implement and update, DSS is expecting exponential revenue
growth.

A major benefit of the merger was to infuse the original DSS operation
with capital to take advantage of its large market opportunities. Equally
important was aligning with a strong IP management team and
obtaining access to additional IP assets. As the market for DSS’ digital
solutions continues to evolve and touch upon advanced areas of
technology, patent licensing and monetization has become central to its
overall strategy. With the combined leadership team, partnerships, and
overall synergistic relationships created by the merger, the traditional
DSS operation is how in a strong position to assert, enforce, and protect
its IP as it continues to grow its business.
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Bascom Technology

The Bascom patent family describes how to create, store, and access
link relationships with attributes. It has a direct application to corporate
enterprise networks. Additionally, the patents cover an architecture that
is foundational to all modern social network services, such as Facebook
and LinkedIn. Connections are essentially “link relationships with
attributes.” Information about connections between people and
everything they care about can be sold to third-party developers and
advertisers. The Bascom architecture allows Facebook to derive its
primary revenue stream by selling this information to advertisers.
Facebook is a prime example of the Bascom technology at work, but the
patents also describe the framework for how other social networking
services operate. Because of this, I believe the patents are extremely
valuable.

Bascom Patent History

Before delving into how the Bascom technology is allegedly being used
today, it is worth spending some time to consider the background of the
inventions developed by Tom Bascom. Understanding the origin of the
patent portfolio helps us recognize why it has value far beyond its initial
design. It also illustrates how the patented inventions create an
architectural framework that can be used in many ways beyond its
original intent. The following information is posted on the company's
website:

“Mr. Bascom has pioneered technology developed to establish contextual relationships
among distributed information (both commercial and military), originally developed for
use in the telecom sector and general corporate management and later for the
Homeland Security market. Mr. Bascom’s technology was patented beginning in 2001
and has been actively prosecuted and expanded since.”

Mr. Bascom developed the technology while at WorldCom. His goal was
to find a method that would take information that is distributed, or
spread out, across a network and cluster meaningful information
together. For example, in a corporate environment - as information
continues to be added to the network - it can become increasingly
difficult to search for and find relevant information. This is especially
true if the information is spread out across the network. Mr. Bascom’s
original patent ('*792) describes a methodology that addresses this
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challenge. This is accomplished by establishing contextual relationships
between the distributed information.

The ‘792 parent patent is entitled “"System and Method for Collecting,
Storing, Managing and Providing Categorized Information Related to a
Document Object.” The 792 is the foundational patent of the Bascom
portfolio, which has a total of 6 issued patents and 5 pending
applications.

prov. app. prov. app.

Bascom Patent Porifolio

Sedal Netwerldng Framewerk Billing & Fulre

......... g :
: ‘war00n :

application
CIP app.

Bascom Patent Portfolio — Core Concepts

The Bascom patent family is essentially an architecture that “creates

"\

relationships”, "stores relationships”, and gives users the ability to
“access relationships”. They are “relationships with attributes”, where
an attribute can describe the relationship between two document
objects on a network.

‘792 Abstract (in part): “A method and system for enabling users of a network to
create, store, and provide access to relationships between document objects stored on
the network. The method may include the steps for allowing a user of the network to
create a link relationship between a first document object and a second document
object; for storing the link relationship in one or more link directories; and for
providing all users of the network access to the link relationships stored in the one or
more link directories based upon the document object currently accessed by the
users.”

After a thorough search, and in light of the prior art of record, all claims
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were allowed by the USPTO. In the Notice of Allowability, dated
November 19, 2007, the examiner stated this under Reasons for
Allowance:

“The present invention is directed to methods and systems for the
creation, storage and access of link relationships among documents
stored on a network.

The closest prior art, Dolan et al. (US Patent No. 5,801,702), is
directed to a method for adding network links in a displayed hierarchy
and the disclosure of a particular data structure associating those
links. The further cited reference, Rivette et al. (US Patent No.
6,877,137), is directed to a method and system of linking annotations
to portions of web pages. The additionally cited reference, Li (US
Patent No. 6,725,227) is directed to a bookmark database system,
whereas the cited reference Goerz, Jr. et al. (US Patent Application
Publication No. 2002/0065671), is directed to an Internet-based
client/server environment.

These references do not disclose creations of a first and second
document object link relationship, stored in one or more link
directories separate from the first document, and including the
assigning of link relationship attributes to a link relationship entry
stored in a link relationship table.”

The USPTO, after reviewing prior art concluded that Mr. Bascom’s
invention of methods and systems for the creation, storage and
access of link relationships with attributes between document
objects stored on a network were ideas that were novel, useful, and
not obvious. Therefore the USPTO granted a patent on June 10, 2008.
It is important to note that the ‘792 patent application, which is the
foundational patent in the Bascom portfolio, was originally filed on
January 18, 2002 and has a priority date of March 7, 2001.

The 792 patent specifications describes how contextual relationships
(e.g. link relationships) created between different document objects

stored on a network allows a user on the network to more easily find
relevant content when searching the network.
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U.S. Patent Filing Patent Application
Date Number

Framework for Managing Document Objects

7,139,974 Mar 6,2002 Nov 21,2006 o "0

10/090,739

System and Method for Collecting, Storing,
7,386,792 Jan 18, 2002 Jun 10, 2008 Managing and Providing Categorized 10/050,515
Information Related to a Document Object

Method for Users of a Network to Provide
7,702,521 Oct 30, 2007 Apr 20, 2010 Other Users with Access to Link 11/978,658
Relationships Between Documents

Before describing some of the features of the Bascom patents, it will be
useful to understand a few terms within the context of this discussion.
Some of the terminology and definitions language has been pulled
directly from the Bascom patent specifications.

Network: A computer network or the Internet.

Document Objects: Information that is stored on computers and
networked computing and storage devices as documents or objects,
together referred to as document objects. Such document objects may
contain any form of information, from text documents and articles,
financial data, statistical information, electronic mail, images and
photos, music, animation, and even motion pictures.” — Reference '232
Background

URLs: A Uniform Resource Locator (URL) is a formatted text string used
by Web browsers to identify a network resource on the Internet. The
Internet is organized and accessed by assighing document objects an
address, or URL. URLs define the transfer protocol for and location of
each individual document object on the Internet, or other network,
including the IP address of the host computer system of the document
object.

A URL may also represent an address including instructions for
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accessing a document object that is generated on request by retrieving
and rendering for presentation organized information in response to
information supplied by the requestor. When the URL contains enough
information to recreate the document object generated in such a
manner, that document object can be recreated for other using the
URL. A URL may also include information, sometimes called a
bookmark, with information allowing the rendering tool to present or
highlight a location in the document upon opening the document.

A URL has two main components:

» Protocol identifier: For the URL http://example.com, the protocol
identifier is http.

o Resource name: For the URL http://example.com, the resource
name is example.com.

Link Relationships: A link relationship can be established between two
document objects by a network user. A link relationship identifies the
first document object (DO1), the second document object (DO2), and
one or more link relationship attributes describing the relationship
between DO1 and DO2. The link relationship is separate from DO1 and
DO2.

Creating, Storing, and Accessing Link Relationships: The creation
of a link relationship can occur when a network user (U1l) locates a first
document object (DO1) and marks the location, through its URL, as the
start point of a link relationship. When U1 locates a second document
object (DO2) that Ul considers relevant, Ul then marks DO2 as the
endpoint of the link relationship. Upon marking DO2, a link relationship
is created between DO1 and DO2 and is stored on a link directory,
which stores similar link relationships. Finally, when a second network
user (U2) has access to the link directory and locates DO1, U2 is
presented with the link to DO2. The link relationship works in reverse as
well. If U2 locates DO2 first, then the link to DO1 is presented.
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Link Relationship Work Flow
Creation of Link Relationships with Attributes

e Ul locates DO1

e U1l marks DO1 as the start point through its URL

e U1 locates DO2 as a relevant document object

e U1l marks DO2 as the endpoint

e A Link Relationship between DO1 and DO?2 is created:
DO1 -----> (Link Relationship Created) ----> DO2

Storing of Link Relationship with Attributes

e DO1 <--> DO2 Link Relationship is stored on a Link Directory

Access of Link Relationship with Attributes

e U2 has access to the Link Directory that stores Link Relationships

e U2 locates DO1

e U2 is presented with the link to DO2 because a Link Relationship
exists between DO1 and DO2.
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Bascom Patents — Corporate Enterprise Network Example

The following is an example of the Bascom technology being used in a
corporate environment. Let’s assume an accounting firm with 800
clients has an internal corporate network. The network has a job folder
for each client. Within each job folder there may be subdirectories that
contain a variety of document objects such as Word files, Excel
spreadsheets, PowerPoint presentations, images, etc. Now let’s say an
employee wants to search for all PowerPoint presentations the company
has used for Architectural clients in the past.

A classic “search” method could be used wherein the employee searches
the entire corporate network for files with the PowerPoint file extension
(.ppt). Using this search method, the employee would find all
PowerPoint presentations on the network, irrespective of client type.
The employee would then have to sift through all PowerPoint
presentations and try to determine which ones are related to
Architectural clients. This could mean additional time spent by the
employee even after all of the PowerPoint presentations were located.

Another approach that might make the classic search method more
effective is for the employee to compile a list of all Architectural clients
before doing a file search on the network. Armed with a job folder list,
the employee can specifically limit the search for .ppt files to the
specific Architectural client folders. While this may be more efficient, it
still requires upfront time by the employee to gather the job folder list
and then manually select which job folders to search.

Mr. Bascom’s invention describes an approach that has an advantage
over traditional classic search models. By establishing link relationships
with attributes between documents on a network, a user can easily
access all relevant documents.

So going back to our example, let’s assume that out of the 800 clients,
four are Architectural and have PowerPoint slides: client #15, #78,
#240, and #550. All Architectural PowerPoint files have link
relationships established between them.

In Mr. Bascom’s system, all a network user has to do is find one of the
PowerPoint documents of interest, say PPT #15. Once that document is
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located, the user is presented with the link relationships to the other
PowerPoint documents, PPT #78, #240, and #550. And as new
Architectural client PowerPoint files are added to the network, (e.g.
#620 and #772), new link relationships are established between these
document objects. This system becomes advantageous as more and
more document objects are added to the network.

It is a very simple but powerful concept. Despite the fact that these files
may reside in various subdirectories on a network, the files are
clustered together based on the contextual relationships that have been
established by previous network users. You find one relevant document,
and you get links to all of the others, no matter where they are. This is
the essence of how distributed information on a network can be
clustered together using contextual relationships.

While Bascom’s patented technology has an obvious application for
corporate enterprise networks, it can also be used in applications (e.g.
social networking) where the “network” is the Internet. This will be
described in more detail later.
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