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Executive Summary

In broad outline, e-LYNXX Patent No. 7,451,106 (“e-L Y N X X’) covdrdaty
computer operated system for procuring specification-defined goods or services
that (1) matches vendor attributes with project specifications to identify qualified
vendors, (2) disseminates a solicitation to at least two identified vendors, and (3)
receives a bid response. The business method protected by this patent includes
the following summary activities:

ENTER vendor pool attributes (e.g. production capabilities,
location, quality, status)

ENTER project specifications (e.g. production requirements,
location, quality, status)

MATCH vendor pool attributes to project specifications to
identify subset of qualified vendors)

SEND project specifications to sub-set of qualified vendors
RECEIVE a bid response from at least one vendor

The purpose of this white paper is to describe how e-L Y N X Xwotksl vohpit is
novel, and what makes it so valuable in today’s marketplace. In so doing, it will be
important to distinguish between (1) the requirements of the patent itself for
infringement purposes and (2) how the patent should be used with a broader set
of business rules to achieve the optimal cost savings that makes it valuable to any
potential licensee or user.
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HOW e-LYNXX 106 WORKS

The patent itself of course is limited by its claim
language, which consists of two independent and
ten dependent “method” claims (Claims 1-12) and
two independent and ten dependent corresponding
“system” claims (Claims 13-24). The two most
important claims are independent Claims 1 and 13,
which set forth the following eight steps (Claim 1) or
means (Claim 13) for obtaining competitive pricing
on customized goods and services: |

Step 1 (Receiving Vendor Records): Electronic
records from two or more vendors are received and
stored in a computer-operated system. The records
must contain information that shows each vendor’s
capabilities to provide a customized good or service,
but may also contain other types of vendor
attributes such as geographic location or socio-
economic characteristics (e.g. minority-owned or
women-owned). These records are then used to
establish vendor pools prior to receiving job
specifications, but this does not preclude the buying
entity from subsequently altering the vendor pool.

Step 2 (Establishing Vendor Pools): Each buying
entity must be associated with a particular vendor
pool that consists of two or more of the vendors
whose records are stored in the computer system.
This step may occur simultaneously with the receipt
of vendor records (Step 1), but must occur prior to
the subsequent matching of vendor records with job
specifications. This step distinguishes the invention
from systems that match multiple buyers with
multiple vendors without associating buying entities
with particular vendor pools.

Step 3 (Receiving Job Specifications): The computer
system electronically receives job specifications that
describe the characteristics of the job being
procured. The claim language does not limit or
specify what the job specifications must contain, but
given the automatic matching requirement in Step 4,
it is implicit that the job specifications include
vendor selection criteria that can be matched with
the vendor capabilities received in Step 1, such as
product or service categories and quality levels.

1The phrase “customized goods or services” is used here to refer
to non-fungible goods or services that are defined by their
specifications and can only be priced when they are actually being
ordered (because only then can the vendor assess the production
or service requirements to perform the job).

Step 4 (Automatic Comparison of Vendor Attributes
with Job Specifications): The vendor capabilities are
automatically compared by the computer system to
the vendor selection criteria in the job specification.
The automatic matching may encompass other types
of vendor attributes such a geographic location or
socio-economic factors, but at a minimum must
compare the job’s vendor selection criteria with
vendor capabilities to produce or perform the job.

Step 5 (Automatic Identification of Subset of
Vendors Qualified to Receive Solicitation: As a result
of the automatic comparison in Step 4, a subset of
vendors is identified consisting of vendors qualified
to receive the solicitation for the particular job being
procured. A subset can include some or all of the
members of the designated vendor pool. This
completes what in effect is a two step qualification
process: (1) qualifying vendors who are allowed to
participate generally in the buying entity’s vendor
pool; and (2) qualifying vendors within the vendor
pool to bid on the specific job being procured.

Step 6 (Disseminating Solicitation to Members of
Subset of Qualified Vendors): The job solicitation is
now disseminated among members of the subset of
qualified vendors identified in Step 5. The claim
language for this step allows the buyer to add/delete
vendor(s) to/from the subset before sending out the
solicitation as long as the job is being sent to one or
more of the vendors in the original subset.
Alternatively, and preferably, the system is simply
set up to allow for automatic dissemination of the
solicitation to each member of the subset (see, e.g.,
Claim 12, Step 6 and Claim 24, Mean 6).

Step 7 (Receipt of Bid Price from a Vendor Who
Received Job Solicitation) and Step 8 (Transmitting
Bid Price to Buyer): In Step 7, a price quote or other
bid response is received from at least one of the
vendors who received the job solicitation. This is
followed by Step 8 where at least one price quote or
bid response is electronically communicated to the
buyer. The patent does not require that an actual
award be made; it only requires the submission and
receipt of at least one bid. In most instances, the
buyer entity will go beyond the eight steps and issue
an award, but the eight steps are sufficient to meet
the patent requirements, regardless of whether the
buyer takes advantage of the competitive pricing
generated by the patent in awarding the job.
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WHY e-LYNXX ‘106 IS NOVEL

Key Deficiencies in Prior Methodologies

The fundamental deficiency in prior procurement
methodologies has been the lack of any solution to
the so-called “iron triangle” of quality, timeliness,
and cost for customized goods and services (a/k/a
“good, fast, and cheap”). Beforethee-L Y N X X
patent, a buyer could only achieve two of these
three goals at any one time, but not all three
simultaneously. The primary reason for this failure
was that the pricing of customized goods and
services would typically be driven by the buyer’s
expectation of the market price for the vendor’s
expertise is designing or producing the job. This
market price expectation would in turn would result
in the vendor charging more for higher quality or
faster service (hence the “iron triangle”). Vendors do
not charge more for higher quality or faster service,
however, when they are trying to fill production
downtime and are not bound by pricing precedents.
When both of these conditions are true, vendors are
far more likely to offer “contribution pricing"z at
below-normal profit margins in order to cover fixed
overhead costs. Prior purchasing practices failed to
solve this “iron triangle” problem because there was
no methodology before e-L Y N X X for‘oldtathiGg
“contribution pricing” from sellers of customized
goods and services on a regular and consistent basis.
At least four deficiencies can be identified as to why
prior procurement methods failed in this regard:

Deficiency No. 1: Since the purpose of “contribution
pricing” is to fill downtime, the key is finding a
vendor with open capacity at the precise time when
you need your job produced or service performed.
Unless the market of potential vendors is inherently
limited (e.g. major airlines), a buyer seeking
“contribution pricing” will have to request price
guotations from a large number of vendors to find
the one vendor with open capacity at the required
time. Gathering and maintaining information on a
sufficiently large vendor pool to assure “contribution
pricing” is administratively costly in most

i From the vendor’s perspective, production downtime is a
wasting asset that will be completely lost if not used when
available. Any income (above out-of-pocket costs) that is derived
from this wasting asset will still“ contribute” to the vendor’s
bottom line even if the revenues from that job are considerably
less than revenues typically generated from similar jobs. Pricing
offered for the primary purpose of filling this downtime is
referred to in the patent application as “contribution pricing.”

circumstances — prohibitively so when the purchase
involves relatively small dollar products (e.g., print
jobs v. fighter jets). Prior buying methods lacked a
cost-effective method for maintaining vendor bases
that are large enough to generate “contribution
pricing” on a regular and consistent basis.

1 0 6Deficiency No. 2: Even if a buyer were to bear the

administrative costs of maintaining an up-to-date
vendor base sufficiently large to assure “contribution
pricing,” quality control becomes more difficult as
the vendor base increases. Reliable information on a
vendor’s past quality and performance is generally
not obtainable from other buyers. They must be
learned firsthand, which discourages buyers from
taking bids from unproven vendors. Prior purchasing
techniques failed to overcome this quality control
limitation on the size of the vendor pool necessary
to generate “contribution pricing.”

Deficiency No. 3: Even if a buyer were to build a
vendor base large enough to generate “contribution
pricing,” yet small enough to assure the desired level
of quality control, the vendors themselves would still
be reluctant to offer “contribution pricing.” This is
because it would undermine their ability to obtain
higher profit margins on subsequent jobs with the
same customer, who would continue to expect
“contribution pricing” even when the vendor has
little or no downtime. To avoid this dilemma, the
vendor would simply refrain from offering
“contribution pricing” on any job. The key is finding a
methodology that encourages each vendor to bid
high, low, or not at all without fear of losing
customer goodwill in obtaining the next job
opportunity. Prior methods failed to offer a solution
that resolved this vendor dilemma.

Deficiency No. 4: Even if a buyer were to accept a
vendor into its vendor pool and encourage the
vendor to offer “contribution pricing”, the vendor
needs reassurance (1) that the low price will win; (2)
that it will receive all bidding opportunities for
future jobs that it is capable of performing; and (3)
that it will have a steady stream of jobs from
customers using the patented methodology. These
assurances are important because they encourage
vendors to bid high, low, or not at all. If a vendor
thinks that it will either not be invited back, or that it
will only receive the occasional bidding opportunity,
then it will seek to maximize its revenue on that job
regardless of downtime. Similarly, the assurance that
the low bid will win, and that it will be invited back
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regardless of its bid, permits the vendor to eliminate
the need for marketing and sales personnel to find
and receive individual job solicitations. Vendors can
then eliminate marketing costs and sales
commissions in its pricing, which allows them to
further reduce their prices to fill unused capacity.

HOW e-LYNXX ‘106 REVOLUTIONIZES
CUSTOMIZED PURCHASING

The novelty of e-L Y N X Xis ih dbvikibg a
methodology for repetitive purchasers of
customized goods and services to leverage the open
production capacity of their preferred vendors in a
way that virtually guarantees “contribution pricing”
from at least one vendor in the buyer’s prequalified
vendor pool on each purchase. The methodology
embodied in e-L Y N X Xwa$ dkv@l@ped to
overcome the deficiencies described above by
incorporating (either explicitly or implicitly) each of
the following elements:

First: Each buyer establishes its own master pool of
“responsible” vendors® (or sub-pools of qualified
vendors) based on the buyer’s preferences and
qualification requirements, which in practice are
driven by the need to fulfill various production or
service requirements or related procurement
policies, including the following vendor attributes:

a. production or service capability (i.e. ability to
produce one or more different product or
service categories);

b. quality (i.e. ability to produce at one or more
quality levels);

c. geographic location (i.e. ability to produce
within a certain mileage restriction); and

d. organization designation (i.e. ability to meet
one or more of the following organizational
criteria: union-affiliation, small business, small
disadvantaged business, minority- or woman-
owed, HUBZones, ISO 9001 certification).

i Vendor “responsibility” is a procurement term of art that refers
to a contractor who meets the buyer’s general qualification and
acceptance standards. See Federal Acquisition Regulation § 9.104
for a universally accepted set of contractor responsibility criteria.
“Lowest responsible and responsive bidder” or “vendor quality
and responsibility” are phrases that were used repeatedly in the
patent application.

The key here is that the pre-qualification approval
process is done to determine acceptance as a
responsible vendor in the vendor pool, not eligibility
to bid on a particular job. In this way, vendor
attributes are determined at the time the vendor
pool is established, so that the only issue at time of
award is whether the vendor’s bid was responsive.
Each buyer in effect is establishing its own closed or
bounded pool of preferred responsible vendors
based on a set of general vendor responsibility or
acceptance criteria, as opposed to job specific
criteria.

To get into the pool, each vendor only has to “sell
itself” once to the buyer, who then assigns to each
vendor whatever product or service categories,
quality levels, geographic restrictions, and
organization designations are appropriate to
establish the vendor as a responsible contractor. The
vendor then stays in the buyer’s vendor pool as long
as it performs satisfactorily and continues to meet
the buyer’s responsibility requirements. This pre-
qualification approval element is how the buyer
maintains quality control, while building a vendor
base large enough to generate “contribution pricing”
(thereby overcoming the 1st & 2nd deficiencies
described above). It is also how the buyer can create
and manage large vendor pools or multiple subsets
of vendor pools without having to assess the
responsibility of each bidder each time an individual
job is bid.

Second: Whereas acceptance into the vendor pool is
ultimately a judgmental decision (thus requiring the
vendor to market itself to the buyer at the beginning
of the relationship), once the vendor is accepted, the
receipt of individual solicitations should be
automatic based on matching criteria. This
automatic matching process is what assures the
vendor that it will continue to receive solicitations
without incurring future sales and marketing costs
and whether it bids high, low, or not at all (thereby
overcoming the 3rd & 4th deficiencies.)

Third: The vendor database must include, as one of
the filtering criteria, the vendor’s production or
service capabilities; otherwise the matching process
is ineffective and the buyer has no way of controlling
the production process (implicit in the 2nd
deficiency). The vendor database may also include
the other additional filter criteria listed above,
including quality (which would explicitly overcome
the 2nd deficiency), geographic location, and
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organization designations. It should further be noted
that vendor sub-pools can be created based on filter
criteria (e.g. vendor pools consisting of only women-
owned vendors in a specific geographic location)

within which the remaining filtering would be done.

Fourth: The vendor selection criteria must be
compared with each solicitation in some way.

This vendor criteria does not have to be part of the
solicitation itself, just associated with it so that a
matching process can occur that will assure the
vendor of receiving all solicitations that it is capable
of performing (the 3rd & 4th deficiencies).

Fifth: As noted above, the independent claims do
not include language regarding the award itself, but
instead aim at generating the cost savings even if the
buyer chooses not to take advantage of the savings
by giving the award to the lowest responsive and
responsible bidder (“LRRB”). Since responsibility is
determined when the vendor pool is established,
and each bid accepted in the standardized format is
per se responsive, the only issue is whether to make
the award to the lowest bidder. While this does not
have to occur 100% of the time, it should occur on a
regular enough basis to establish the vendors’
expectations.

WHY e-LYNXX ‘106 IS MARKETABLE AND HOW
TO OPTIMIZE ITS VALUE

Following the eight steps of the e-LYNXX* 1 Patent
will generate both “soft-dollar” administrative
savings (in terms of administrative efficiencies) and
“hard-dollar” out-of-pocket cost savings (in terms of
lower procurement costs). But to achieve the full
potential of the patent, there are three additional
business rules that, if understood, accepted, and
followed by the patent user, have the potential to
generate savings of 25% to 50% in the procured cost
of print. It is these additional cost savings that
should appeal to potential licensees whether or not
they are currently using the basic business method
protected by the patent.

Briefly stated these three business rules are: (1)
assuring each vendor that it will receive future
bidding opportunities regardless of past bids (or
failure to bid); (2) assuring each vendor that the low
bid will be awarded the job; and (3) furnishing access
to a sufficient amount of work to assure each vendor
that it will have ongoing bid opportunities to fill

production downtime from future jobs. The last
business rule cannot be reduced to claim language,
but the first business rule has been incorporated into
independent Claim 12 and 24 and dependent Claims
10 and 22. Similarly, the second business rule can be
found in dependent Claims 11 and 23.

The first rule of assuring each vendor that it will
continue to receive future bidding opportunities,
regardless of how it bids, promotes the concept of
“bid high, low, or not at all,” which as discussed
above is essential for “contribution pricing” on a
regular and sustained basis. There are two ways to
undermine this assurance, first by arbitrarily
removing a vendor from the vendor pool because of
bidding history (as opposed to job performance
history); and second, by arbitrarily removing a
vendor from the subset of qualified vendors created
by the automatic matching process. To keep the
claim language as broad as possible, independent
Claims 1 and 13 do not address this issue. Claims 10
and 22, however, specifically require that a vendor’s
status in a vendor pool not be altered as a result of
its bidding practices. As for removing a vendor from
the subset of qualified vendors generated for a
particular job, this issue is addressed in Step 6 of
independent Claims 12 and 24, both of which
require that the solicitation be automatically sent to
subset members of the buyer’s vendor pool.

From the vendor’s perspective, constraints imposed
by pricing precedents are eliminated by allowing
vendors to bid high, low, or not at all and still receive
the next bidding opportunity for which they are
qualified. The key here is assured access to bidding
opportunities that match the suppliers’ product
categories, quality levels, geography, and/or socio-
economic status. With each vendor pre-qualified
according to the buyer’s requirements, the
procurement system can be set up to send matching
solicitations automatically to each qualified vendor
regardless of how they have priced their services in
the past. This assured access not only furnishes the
vendor with bidding opportunities on the type of
short term work most likely to generate contribution
pricing, but also allows vendors to submit bids based
on their internal production needs rather than the
buyer’s market expectations. In this way, the
vendor can bid high if the job will displace other
profitable work; bid low if there is an immediate
need to fill production time; or not at all if the
vendor is booked with work from other customers —
all without fear of undermining its customer’s
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goodwill or compromising its opportunities to bid on
future jobs. What this means for the buyer is two-
fold: (1) With assured access to the next bid
opportunity regardless of price, vendors can always
bid low when production time is both available and
unlikely to be filled by more profitable work; and (2)
with a properly sourced and managed vendor base,
the buyer is virtually guaranteed that at least one
vendor will bid low with contribution pricing on
every job, even though the winning vendor will
change from job to job.

The second rule is the obvious one of taking full
advantage of a low bid by awarding the job to the
lowest bidder. Again this step was not included in
any of the independent claims to avoid narrowing
the claim language, but it has been added in both
dependent Claims 11 and 23. This requirement not
only ensures that the buyer take full advantage of
the “contribution pricing” being submitted, but more
importantly encourages each responding vendor to
submit their lowest price upfront, rather than
holding back their lowest price for negotiation after
bid opening.

The last business rule — using the patent to furnish
vendors with a steady and continuous stream of bid
opportunities — is not one that can be quantified or
captured in claim language, but it underscores how
e-L Y N X Xis desigriedbto help regular buyers of
customized goods and services. The key here is not
the dollar size of any individual procurement, but
rather the number of procurements being handled
through the patented process over time. If the
patented methodology is only used sporadically by a
buyer, say, once a year on a particular large
procurement, with most jobs being negotiated
among favored vendors, then potential bidders will
not believe that the procurement system is truly
open, fair, and competitive. Similarly, if the bidder is
unsure whether it will have access to multiple future
bid opportunities, then it will not have confidence
that the buyer truly accepts the “bid high, low, or
not at all” philosophy that enables and encourages
“contribution pricing.” What constitutes a “critical
mass” of bid opportunities for optimizing the
patent’s benefits will vary among procurement
settings, but any buyer with extensive purchasing
requirements should recognize the value that the
e-LYNXX* 1 Pa€ent offers.
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Conclusion

The e-LYNXX‘ 1 Patent is a profound and elegant methodology with relatively broad claim language that has
potential application to thousands of businesses with regular customized procurement requirements, including the
service providers that furnish them with procurement or spend management solutions. It is also unique in that it is
the first methodology to leverage production downtime in a way that breaks the “iron triangle” of quality,
timeliness, and price.

In recognizing that the e-L Y N X X patent Kastbroad application because of its small number of claim steps or
means, one should not overlook the business rules that significantly enhance the methodology’s potential for cost
savings (and thus the value to potential licensees). These business rules (some of which are incorporated into
various dependent claims) show how the methodology can be used in the most optimal manner to achieve the
greatest possible cost savings.

The key to such cost savings is assuring each bidder that it can bid high, low, or not at all, depending on its
production downtown for each individual job. This is accomplished by adhering to three essential business rules:

(1)  Assuring each vendor that it will receive future bidding opportunities regardless of past bids (or
failure to bid);

(2)  Assuring each vendor that the low bid will be awarded the job; and

(3) Furnishing access to a sufficient amount of work to assure each vendor that it will have ongoing bid
opportunities to fill production downtime from future jobs.

When these business rules are used in conjunction with the basic methodology embodied in the patent’s
independent claims, the resulting savings is consistently 25% to 50% in hard-dollar out-of-pocket procurement
costs. Thus, while the potential for infringement will be determined by the validity of the patent and the infringer’s
performance of each of the steps or means in the independent claims, the value to a potential licensee will be
derived from a consideration of both the need to avoid an infringement action and a proper understanding of how
the patent should be used in a business context to generate optimal cost savings.
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