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Valuation Standards

T di i l i l d d Traditional appraisal standards

 Patent scoring reports
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Traditional Valuation Standards (US Examples)

 The Uniform Standards of Professional Appraisal Practice (USPAP) effectiveThe Uniform Standards of Professional Appraisal Practice (USPAP) effective 
July 1, 2006 provide minimum requirements for appraisers and is applicable to IP 
(Standards 9 and 10)

 American Institute of Certified Public Accountants (AICPA) Valuation of a American Institute of Certified Public Accountants (AICPA) Valuation of a 
Business, Business Ownership Interest, Security or Intangible Asset Statement of 
Standards for Valuation Services effective January 1, 2008.

S i 4 All i f d d i A T T f Section 482:  Allocation of Income and Deductions Among Taxpayers “Transfer 
Pricing Regulations”

 American Society of Appraisers, Business Valuation Standards, BVS-IX 
Intangible Asset Valuation (DRAFT) and SBVS-3 Standards on IP Valuation 
(DRAFT)

 Statement of Financial Accounting Standards No. 141 (Business Combinations), g ( ),
142 (Goodwill and Other Intangible Assets Impairment) and 157 (Fair Value 
Measurement).
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Patent Scoring Reports
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Valuation Standards – How Does LES Contribute?

 Further educational programming on traditional standardsFurther educational programming on traditional standards

 Comparisons of local valuation requirements and practice across Member 
Societies

 Encourage peer review publication on patent scoring reports and ratings 
methodologies in les Nouvelles 

 Test valuation standards as a meaningful part of Certified Licensing Professional g p g
(CLP) qualification

8



Inventory

N i l / G IP i d li i National / Government IP inventory and listings

 Private company inventory and marking
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National Innovation Inventory

 Billions of dollars invested annuallyBillions of dollars invested annually

 Current technology solutions exist but are not commercialized because they are 
not widely known or effectively presented

 Little current coordination
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Revised Patent Marking Standards (US Example)

APRIL 2, 2009 PROPOSED AMENDMENT TO 35 U.S.C. § 287(a):APRIL 2, 2009 PROPOSED AMENDMENT TO 35 U.S.C. § 287(a):

Patentees, and persons making, offering for sale, or selling within the United 
States any patented article for or under them or importing any patented article 
into the United States may give notice to the public that the same is patentedinto the United States, may give notice to the public that the same is patented, 
either by fixing thereon the word “patent” or the abbreviation “pat.”, together 
with the number of the patent; or when, from the character of the article, this 
cannot be done by fixing to it or to the package wherein one or more of them iscannot be done, by fixing to it, or to the package wherein one or more of them is 
contained, a label containing a like notice or by fixing thereon the word 
'patent' or the abbreviation 'pat.' together with an address of a posting on 
the Internet, accessible to the public without charge for accessing the , p g g
address, that associates the patented article with the number of the patent. 
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Benefits of Revised Patent Marking

 Potential for near-universal patent markingPotential for near universal patent marking

 Improved access to patented technology after a patent expires

 Substantial savings in patent marking costs to responsible manufacturers

 An ability to provide constructive notice for products that cannot otherwise be 
marked

 An increased likelihood of “s bstantiall consistent and contin o s” marking An increased likelihood of “substantially consistent and continuous” marking

 Enhanced oversight of marking by patent licensees

 Standardized and simplified evidentiary requirements for patent litigationp y q p g
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Inventory – How Does LES Contribute?

 Develop a best practice inventory process and training program for GovernmentDevelop a best practice inventory process and training program for Government 
and quasi-governmental entities

 Target governmental technology transfer professionals for LES membership 
growthgrowth

 Use of LESI website as portal to list or search of national inventories

 White paper preparation addressing patent markingp p p p g p g
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Policy Leadership

 National Patent & Trademark Office policy National Patent & Trademark Office policy

 Labor policy

 Trade policy
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Policy – How Does LES Contribute?

 “Just Do It” – Develop a stronger policy voiceJust Do It  Develop a stronger policy voice

 List of core policy principals that represent LES beliefs

 On-going expanded efforts of LESI External Relations Committee

 Forum for debate on key policy questions or national differences

 Educational resource for policy makers

 Develop actual pro-IP policy recommendations 
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Standard Contracts

C IP li Corporate IP license

 Government IP licenses
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Standard Contract Benefits

 Greater transaction speed and efficiencyGreater transaction speed and efficiency

 Facilitates secondary trading / sale

 Greater perception of fairness to small inventors

 Market moving to create (eg. Ocean Tomo Auctions and various on-line 
platforms)
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Standard Contract Issues

 Disclosure of encumbrances due to confidentiality provisionsDisclosure of encumbrances due to confidentiality provisions

 Understanding full scope of existing licenses / cross-licenses

 Communication of believed use or infringement 

 Developing standard of reasonable disclosure and diligence

 Protecting buyer identity

 Know-how transfer
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Standard Contracts – How Does LES Contribute?

 Create a set of LES Standard Form Agreements (updating previous efforts to doCreate a set of LES Standard Form Agreements (updating previous efforts to do 
so by Robert Goldscheider and collection of LES Past Presidents) 

 Contracting as a meaningful part of Certified Licensing Professional (CLP) 
examinationexamination
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Primary Markets

S l ( i P BidA k ) Sale (eg. auctions; www.PatentBidAsk.com)

 Licensing (eg. yet2.com)

Valuation
Standards

P li

 Traded exchange (eg. www.IPXI.com)

Policy 
LeadershipInventory

Primary 
Markets

Std 
Contracts

Derivative 
Markets

Acct & 
Reporting

20



Ocean Tomo Auctions

$100+ million in auction volume
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Auction Results - Patents
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www.PatentBidAsk.com
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Unit License Rights™

CORE DESCRIPTION OF ILLUSTRATIVE ULR TRADE
ULR(s): U137A, B & C Valve Seat Insert
PATENT: X,XXX,137 and continuations, continuations-in-part and foreign counterparts. 
LICENSED FIELD OF USE: All
RESTRICTIONS: All secondary sales through IPX
ISSUER RIGHT TO USE: Yes
UNIT BASIS: One ULR covers one automotive or light truck engine
TOTAL OFFERED QUANTITY 5 illi li it ff d i 50 it l tTOTAL OFFERED QUANTITY: 5 million license units offered in 50 unit lots
OFFERING TERM: 3 years
TERM OF LICENSE: Until consumed

TRANCHES
U137A:  1 million ULR’s at an initial offering price of $0.50 per unit (eg unit 1)
U137B:  1 million ULR’s at an initial offering price of $0.75 per unit (eg unit 1,000,001)g p p ( g , , )
U137C: 3 million ULR’s at an initial offering price of $1 per unit (eg unit 2,000,001)

24



Primary Markets – How Does LES Contribute?

 Develop specific LES educational content on developing market toolsDevelop specific LES educational content on developing market tools
 Valuation

 Due diligence

C id ( i ) dj LES C f Consider  events (eg auction) as adjunct to LES Conferences

 Imbedded on-line LES educational content (event driven or webinars linked to 
primary market sites) 

 Standard LES approved disclosures / offering documents
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Derivative Markets

E i i d Equity indexes

 Patent indexes
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Broad Market Public Equity Indexes
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Growth Equity Indexes
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Value Equity Indexes
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Proven IP Risk Adjusted Returns

Zephyr StyleADVISOR Zephyr StyleADVISOR: Brownson, Rehmus & Foxworth, Inc.
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Patent Indexes

Tradable Technology Baskets™ IllustrationTradable Technology Baskets  Illustration
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Derivative Markets – How Does LES Contribute?

 Educated voice to regulatory authorities (eg SEC CFTC Congress)Educated voice to regulatory authorities (eg. SEC, CFTC, Congress)

 Structured development forums

 Peer review articles
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Accounting & Reporting

U d IP di l Update current IP disclosures
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Update Current Disclosures

 Reinstate joint FASB and IASB research on expanded disclosure guidelines forReinstate joint FASB and IASB research on expanded disclosure guidelines for 
intangibles

 Revise SEC definitions of asset-backed securities to include intangible asset 
classesclasses

 Create safe harbor reporting of intangible assets in financial statements

 Clarify Sarbanes-Oxley requirements vis-a-vis intangiblesy y q g
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Evolving Tax Policy

 Generally update the tax code to anticipate impact of innovation economyGenerally update the tax code to anticipate impact of innovation economy

 Examine valuation standards for off shore IP transfers

 R&D tax credit

 Consider lower tax rates for IP royalties

 Harness the tax revenue due from the sale of technology to international buyers 
hich is toda hidden in ro alt free licenseswhich is today hidden in royalty free licenses
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Potential Equity Qualification

 Licensing revenue from intellectual property exceeds 15% of total revenues orLicensing revenue from intellectual property exceeds 15% of total revenues or 
50% of reported earnings

 Innovation Ratio [intellectual property value / total book value], determined by 
an independent third party appraiser exceeds 25%an independent third-party appraiser, exceeds 25%

 Innovation Ratio, determined by an approved algorithm (e.g. Ocean Tomo 
PatentRatings®), exceeds that of the top quartile of a listed index based on such 
l i halgorithm 

 The value of intellectual property, determined by an independent third-party 
appraiser, exceeds $1 billion.
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Data Transparency - OTI.com
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Accnting & Rpting – How Does LES Contribute?

 Public position and standard recommendation on disclosuresPublic position and standard recommendation on disclosures

 Leverage LES website to collect transactional information

 Expanded LES surveys and related publication
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Final Thoughts

 The developing IP infrastructure addresses the essence of LESThe developing IP infrastructure addresses the essence of LES
 Business focus

 Requires global consideration

Th ill b b i i k diff There will never be a better time or opportunity to make a difference

 Challenge and opportunity for both LESI and each member Society

How does LESHow does LES 
contribute?contribute?
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