Patent M anagement and Strategies for
Building an In-House M anagement Cell

John A. Sguires

Chief Intellectual Property
Counsel

Goldman, Sachs & Co.

| nter national Conference on | PR
January 17, 2007
Mumbai, I ndia




|P —1n our “DNA”

g

e How important is it to the firm?

Business Principle 2:

» “Our assets are our people, capital and reputation”
Business Principle 5:

* “We stress creativity and imagination in everything we do
Business Principle 6:

« “Without the best people, we cannot be the best firm”

Business Principle 10:

* “We consider our size an asset we try hard to preserve”




How Important Is|IP to Tech?

« The “War” for Talent:
— Rich Karlgaard (Forbes, 1997) on Bill Gates:

“Halfway through the flight, Mr. Gates closed the book, shut
his computer off and we talked. Out of nowhere, he told me
that he had recently figured out who his competition was. It
was not Apple, Lotus or IBM. He waited a couple of beats. "It's

"Is this a scoop? Is Microsoft getting into investment
banking?"

"No," he said. "I mean the competition for talent. It's all about
Q. You win with 1Q. Our only competition for 1Q is the top
Investment banks." During that trip, | must have heard Mr.
Gates mention "IQ" a hundred times.



A “Rights-Based” Practice

e Qur intellectual capital is never fully “clear”

— Even our own, internal builds, administration and operations do not
guarantee our freedom to practice — especially as to patent rights

— Our own design and build is literally “half the job” if we don’t
affirmatively take steps to ensure we have use rights

e “End Use” -- even with software licensed from third
parties -- is infringement
— No “intent” is required
— Open Source Software is not immune



ThelP/Rights Landscape

 “Tech Strong” and IP Weak (and $) makes you a target

— “We build more software than we buy”
-- Randy Cowen Waters Interview (2005)

— We have an excellent Open Source policy

« As arights-based legal practice:
— Zero-sum in terms of ‘innovation’
— Self-help
— We take a risk-based view of the market (10-k)

— Patents are a key component of our overall strategy

« Limited window to secure rights — otherwise they are free to use by others



A Risk-Based View of |P

Our “10-K” Risks:

“We are seeing an increase in the number of participants in

our industry and the technology industry that own, or claim to
own, intellectual property and therefore face increasing litigation,
operational and reputational risks.”

“We cannot determine with certainty whether any third-party
intellectual property rights, including patents, or the issuance of
new third-party patents would require us to alter our operations,
trading systems or products.”

“We may in the future be subject to litigation or other actions
by third parties asserting infringement and other related claims.”



Our Strategy?

o Affirmative Risk Management

— Wrapping our key (and “architectural”) innovations,
IS the best practice to ensure operational freedom
 “MAD” — helps ward-off suits from competitors/vendors/tech firms

* Is a zero-sum/“tech”-type solution to maintain operational freedom

— From and IP standpoint, we need to equip our ourselves just as tech firms
do

— Avoids a numbers game

— Owning the rights is the best practice to leverage
technology, ops and value — and in our value chains

— In aword: control



And opportunity ...

 Rights in our ideas as well as products/services offer
an opportunity to further distinguish our “thought
leader” franchises

— Extend first mover advantage

— Transparency and proprietary rights

e Recall the Business Principle underpinnings
 We add value through our intellect and creativity

» Market forces will otherwise “commoditize” unprotected intellectual
capital



Best Practice Processes. COPs

« “COPs” —IP as a business skill

e Capture , Optimize, and Protect firm innovation
e Why COPS?

— Our freedom to compete and ability to leverage our intellectual
capital depends our ability:

To recognize firm-generated intellectual capital at our near the
time of its creation

To understand the potential value to our short and longer-term
competitive prospects

To make conscious decisions about locking in that value:
— EXx.'s:
» pricing engines — trade secret often better
» “RED" — patent protection
» Institutional Portal — all of the above



COPs. Reaults

COPs
Patenting Initiative

1999: 3 Applications

Launch: June 2000

2007: Approx. 500 Pending
Applications (Globally)

Granted: 30+

An ongoing process...
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Starting from Scratch -

WSJ — Patent Poses Problems for Amex Exchange
Trade Funds, Sept. 20, 2000:

“Some Wall Street firms, notably Goldman Sachs, have lar gely avoided
patents...Citigroup has 60, many granted in the past two years.”

New York Times — A Wall Street Rush to Patent
Profit-Making Methods, August 11, 2006

“*Goldman, viewed by many as a patent leader on Wall Street, has
hundreds of patent applicationsin the pipeline and has received patent
rights on a couple of dozen products and systems, according to its chief
patent officer, John Sguires. He joined Goldman in the new position in
2000 after being a patent lawyer with Allied Signal.

“1 think there will be increased filings as the convergence of banking and
technology isirreversible,” he said. “As people spend more and more
building systems and deploying technology, they’ re going to want to
make surethey havetherightsavailable to them.”
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Key Considerations

 Does it provide a helpful competitive “cross-section”
for your business?

— Longevity of the innovation, lag time in obtaining
— Polic-eable or creating free riders?

— Monetizable directly or support commercial lines?
— Crowed space?

— Reputational Risk?

— What happens here stays here?

— Defensive positioning?



nstitutional Portal

US Patent No. 6,970,870

— Systems and methods for facilitating access to documents via

associated tags

Dweck, Elci, Moulton
ABSTRACT OF THE DISCLOSURE

Systems and methods are provided to facilitate access to
documents via associated tags. According to one
embodiment, afirst document tag isinitially assigned to a
document. For example, an author may review a document
and indicate which document tag should be assigned to the
document. An associated tag for the document is then
automatically determined based on the first document tag.
For example, a pre-determined tag association rule may be
used to determine the associated tag based on the first
document tag. The author may then review the associated
tag to determine whether or not the associated tag should be
also assigned to the document.
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Errata: Examples of portfolio
deployment

Project RED
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« A data scrubbing methodology and unigque identifier system
(loosely CUSIP like) wer e developed
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Full Circle

 You write your own competitive future:
— Business Principle 2:
» “Our assets are our people, capital and reputation”
— Business Principle 5:
* “We stress creativity and imagination in everything we do™
— Business Principle 6:
» “Without the best people, we cannot be the best firm”

— Business Principle 10:

* “We consider our size an asset we try hard to preserve”
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