
Atlanta IP Inn of Court 
 

Program Materials for 

IP Valuation: The Price is Right! 
Presented on October 16, 2013 

 
Special Thanks to Our Host   

 

 
 

Program Summary:  
This was a program about how to use different methods to evaluate and place a price on a patent 
portfolio in the overall context of the well-known price is right game show.  The program 
introduced different ways to apply a value to IP.  It then analyzed the Snuggie blanket 
technology with four contestants from diverse backgrounds, such as the established company, the 
start-up company, and the non-practicing entity.  Each was asked to go through their method of 
evaluating the same patent portfolio.  At the end the different approaches to IP valuation were 
analyzed by an IP valuation expert.   
 
Setup:  
 
You will need about 6 actors and an expert in IP valuation.  It is probably good to find an 
economist or other type of expert on IP damages or valuation to answer questions.  Setup 
requires a podium and seats for four actors at the front of the room.  A power point presentation 
is provided so some form of projector is good.  The actors typically dressed and acted the part of 
the type of industry they were meant to be.     
 
 



 
Chel Tanger explains different approaches to evaluating IP portfolios 
 
 

 
Our Contestants:  The Competitor, The Start-Up, The NPE, and The Dude… 
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Income Approach Market Approach Cost Approach 
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Income Approach Market Approach Cost Approach 

Most common approach for intangible assets: 
• captures expected future returns to the owner; and, 
• is able to estimate values for unique assets when market transaction 
data is not available 
 
Several variations of the Income Approach: 
• based on cash flows or earnings generated by the intangible asset; or, 
• based on the costs saved by the intangible asset 



  

    

Valuation Approaches 

Intellectual Property Skit •  3 

Income Approach Market Approach Cost Approach 

Difficult to apply to intangible assets:  
Sufficient number of transactions of truly comparable assets is rarely 
available 
 
Market data is also used in Income Approach valuations: 
• comparable profit benchmarks to compute excess earnings; and, 
• market royalty & licensing rates to compute royalty savings 
 



  

    

Valuation Approaches 

Intellectual Property Skit •  4 

Income Approach Market Approach Cost Approach 

Inappropriate for most intangible assets:  
Fails to capture expected returns to the asset 
 
• Appropriate for intangibles that do not directly generate cash flows: 
e.g., software for internal use and workforce 
• Sometimes appropriate as a second approach to check whether 
income approach results are reasonable: make or buy decision, assets 
with a short history, assets that can be reproduced 
 
 

 
 

 
 





Contestant 1:  Slanket/Competitor 
Contestant 2:  Doojo/Startup 
Contestant 3:  Lodsys/NPE 
Contestant 4:  “The Dude”/The Dude 



Patents: 
• 2 US utility patents 
• 3 US design patents 
• 4 Pending applications 
Trademarks: 
• 7 Registered trademarks 
• 3 Pending applications 

covering 4 international 
class codes 

 



Slanket $15M $12M $15M $5M 

Doojo 

Lodsys 

Dude 

Bid Cost 
Approach 

Income 
Approach 

Market 
Approach 

Other 

$2.5M 









Slanket $15M 

Doojo 

Lodsys 

Dude 

Bid Cost 
Approach 

Income 
Approach 

Market 
Approach 

Other 

$9.9M $10M $2.5M 









Slanket $15M 

Doojo 

Lodsys 

Dude 

Bid Cost 
Approach 

Income 
Approach 

Market 
Approach 

Other 

$9.9M 

$6.75M $10M 
(over 5 
years) 

$6.75
M 



Slanket $15M 

Doojo 

Lodsys 

Dude 

Bid Cost 
Approach 

Income 
Approach 

Market 
Approach 

Other 

$9.9M 

$6.75M 

$1 
Dollar 









Actual Retail 
Value is… 

$0 



Questions? 
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Cost to 
Develop 
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Manufacturing 
Savings 
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Relief from 
Royalty 



  

    

Slanket: Market Approach 

Intellectual Property Skit •  7 

Comparable 
Transactions 



  

    

Slanket Summary 

Intellectual Property Skit •  8 

•$12 Million over 3 years Development Costs 

•$15 Million over 5 years Costs Avoided 

•$5 Million over 5 years Royalty Avoided 

•$10 Million over 5 years Costs Avoided, net of 
Royalties 

•$2.5 Million average Market Transactions 



  

    

Doojo: Income Approach 
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Price Premium 



  

    

Doojo: Income Approach 
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Faster Market 
Penetration 



  

    

Doojo: Market Approach 
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Comparable 
Transactions 



  

    

Doojo Summary 

Intellectual Property Skit •  14 

•$2 Million over 2 years Price Premium 

•$8 Million over 2 years Faster Market 
Penetration 

•$10 Million over 2 years Total Additional 
Income 

•$2.5 Million average Market 
Transactions 



  

    

Lodsys: Income Approach 
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Licensing 



  

    

Lodsys: Income Approach 
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Litigating 



  

    

Lodsys: Market Approach 
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Comparable 
Transactions 



  

    

Lodsys Summary 

Intellectual Property Skit •  17 

•$5 Million over 5 years Licensing 

•$5 Million, net Litigating 

•$10 Million over 5 years Total Additional 
Income 

•$6.75 Million average Market 
Transactions 
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MEMORANDUM 

 

TO: 

 

IP Inn of Court Membership 

FROM: Rachel Erdman (3L, Emory) & David Smith (3L, UGA)* 

DATE: October 16, 2013 

RE: Methods of Valuation of Intellectual Property 

 

 

Three main approaches for determining the value of an intellectual property (IP) portfolio 

exist: the Market Approach, the Cost Approach, and the Income Approach. No one method is 

more “correct” than another method. Each approach is briefly discussed below, including the 

potential advantages and drawbacks of each method.  

I. MARKET APPROACH 

The Market Approach estimates the value of the IP portfolio based upon prior sales of 

comparable IP portfolios.1 This method can be used in a variety of different settings, including 

early or established technologies, so long as suitable prior sales can be found (i.e., same type of 

asset, industry, geographic constraints, exclusivity, payment mechanisms, and timeframe).2 One 

major obstacle to this method is a lack of information on intangible asset sales. There is not a 

well-developed exchange with details on the transactions, thus comparisons are usually based on 

limited or incomplete data, affecting their accuracy.3 Another hurdle that must be overcome is 

the ability to separate the relevant IP from underlying transactions.4  

The mechanics of this method are rather straight-forward. The first hurdle is to find 

transactions for similar IP. In practice, this will likely be difficult, unless they are publicly traded 

companies or publicly announced.5 Once suitable comparisons are found, a suitable value for the 

portfolio at hand can be estimated by averaging all previous comparable sales. Further 

complicating the fact that there is already limited information available, many sales involving IP 

                                           
* The October Pupilage Group thanks the tremendous efforts by these students in preparing this memorandum and 
for their tireless support in all facets of preparing our October presentation.  
1 Price, Waterhouse, Cooper, Valuation: Anatomy of an IP Transaction, FAS Training, July 1998 [hereinafter PWC, 
Valuation]. 
2 Martin et al., The Cost Approach to IP Valuation: Its Uses and Limitations, IP METRICS LLC 6-7 (Jan. 1, 2001), 
http://ipmetrics.net/Cost%20Approach.PDF [hereinafter Martin et al., The Cost Approach]. 
3 Id. at 7; see also PWC, Valuation, supra note 1. 
4 PWC, Valuation, supra note 1. 
5 For example, Google purchased Motorola Mobility for 12.5 billion dollars, primarily for its patent portfolio. 

http://ipmetrics.net/Cost%20Approach.PDF
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do not involve only IP.6 Thus, the value of the IP must be separated from the value of the sale, 

and unfortunately, most sales of this nature are not itemized.7  

II. INCOME APPROACH 

The Income Approach approximates the value of an IP portfolio based upon the potential 

revenue it will generate.8 There are multiple methodologies that fall under this broad category, 

including premium profits and reduced royalty.9 The Income Approach is the most utilized 

method to value intangible assets such as IP portfolios.10 

A. Premium Profits (Incremental Cash Flow) 

Under this method the value of the portfolio is estimated by calculating the increased 

profits gained by acquiring the portfolio.11 Both earnings generated and costs avoided are 

captured in this method.12 To utilize this method, one must consider a company without the 

relevant IP protections provided by the portfolio and one with said protections.13 Realistically, 

this method can be troublesome to apply in practice.14 

There are three main variables taken into consideration when applying this method: 

revenue and unit sales projections for both protected and unprotected companies, profit margins 

for both protected and unprotected companies, and the cost of acquiring protection.15 Calculating 

the differential in profits that the IP portfolio will provide, minus the costs of the portfolio, 

results in a future value that is adjusted into today’s dollars, known as its present value.16 One of 

the biggest unknowns with this method is predicting future profits.17 If a disruptive technology is 

going to hit the market in the middle of the forecast, it can drastically change the profits, thus 

making the valuation inaccurate.  

This method relies heavily on accurately predicting future profits, which requires detailed 

knowledge of the market, associated risks, growth potential, and other competitors in the 
                                           
6 For example, Google acquired WAZE, and while it bought the source code and rights to the mobile application, it 
also acquired the company’s other assets and liabilities, most notably the employees. 
7 PWC, Valuation, supra note 1. 
8 Martin et al., The Cost Approach, supra note 2; PWC Valuation, supra note 1. 
9 Price, Waterhouse, Cooper, IP Valuation, Exploitation and Finance, in WIPO WORKSHOP ON EFFECTIVE 
INTELLECTUAL PROPERTY ASSET MANAGEMENT BY SMES (June 2011), available at 
http://www.wipo.int/edocs/mdocs/sme/en/wipo_smes_tlv_11/wipo_smes_tlv_11_ref_t15.pdf [hereinafter PWC, IP 
Valuation, Exploitation and Finance]. 
10 Id. 
11 PWC, Valuation, supra note 1. 
12 PWC, IP Valuation, Exploitation and Finance, supra note 9. 
13 Id. 
14 Id. 
15 PWC, Valuation, supra note 1. 
16 Martin et al., supra note 2, at 7. 
17 Id. 

http://www.wipo.int/edocs/mdocs/sme/en/wipo_smes_tlv_11/wipo_smes_tlv_11_ref_t15.pdf
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market.18 It also requires the same detailed knowledge of the portfolio being evaluated.19 

Mentioned briefly above, the remaining useful time left in the portfolio is critical to this 

evaluation as well.20 The type of IP involved will heavily affect the life expectancy of the profits; 

for example, patents will not provide increased profits past the term of the patent. However, 

trademarks can last indefinitely.21 When calculating the present value, all of these factors and 

risks can and should be taken into account.22  

B. Hybrid Relief from Royalty Approach 

The royalty relief approach measures the royalty costs saved by owning IP that would 

otherwise need to be licensed from another owner.23 In other words, the potential licensee would 

be relieved from the cost of paying royalties to the potential licensor.24 Thus, this method 

focuses more on costs saved rather than income generated.25 An important step in the royalty 

relief method is valuing the royalty rate of that IP asset.26 To estimate the potential royalty rate 

of a given IP asset, data gathered from similar licensing agreements is analyzed.27 Licensing 

agreements should include similar market features, such as the type of asset, relevant industry, 

geography, exclusivity, potential sub-licensing, time frame, and advertising concerns.28 Because 

this method requires that data be available from similar arrangements and assets, it is similar to 

the market approach.29 Thus, experts have often labeled the royalty relief approach as a hybrid 

method.30  

The royalty or licensing rate of an IP asset is often expressed as a percentage of revenue, 

and can been calculated using a variety of methods.31 Previously, royalty rates have been 

                                           
18 PWC, Valuation, supra note 1. 
19 Martin et al., The Cost Approach, supra note 2, at 7. 
20 Id. at 8. 
21 Id.  
22 Id. 
23 Harald Wirtz, Valuation of Intellectual Property: A Review of Approaches and Methods, 7 INTERNATIONAL 
JOURNAL OF BUSINESS AND MANAGEMent 40, 43 (2012), available at 
http://www.ccsenet.org/journal/index.php/ijbm/article/view/12396/11166. 
24 IP Valuation Using the Relief from Royalty Method, 
http://www.extendedarticle.com/Newsletters/VLB_LVR/2009/VLBnd09/VLBnd093.html (last visited 
Oct. 13, 2013). 
25 Id. 
26 Id. 
27 Id. 
28 Martin et al., Intellectual Property Valuation Techniques, IP METRICS LLC at 8, 
http://www.ipmetrics.net/IPVT.pdf (last visited Oct. 13, 2013) [hereinafter Martin et al., Intellectual Property 
Valuation Techniques]. 
29 Wirtz, supra note 23. 
30 Id. 
31 PWC, IP Valuation, Exploitation and Finance, supra note 9. 

http://www.extendedarticle.com/Newsletters/VLB_LVR/2009/VLBnd09/VLBnd093.html
http://www.ipmetrics.net/IPVT.pdf
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calculated by the sole discretion of the IP owner or CEO, by using “a variety of rules of thumb,” 

and finally, by basing the analysis on previous or potential litigation.32 One common example of 

the “rule of thumb” approach involves calculating the “usual” rate of an asset by multiplying the 

known licensing rate with the planned sales.33 This going-rate can then be used as a baseline for 

negotiations.34 The “25% rule” is another popular approach, wherein the licensee pays 25% of 

expected sales profits to the licensor.35  

Other methods of calculating the royalty rate include the market comparables method, 

wherein other similar licensing agreements in the marketplace are analyzed.36 Although detailed 

databases exist solely for the purpose of comparing licensing rates and transactions, these 

sources do not always provide a good indication of an asset’s value in part because they do not 

offer any specific information on specific contract terms.37 A second common method is the 

return-on-assets approach, which extrapolates future operating profits, subtracting the market 

returns provided by tangible assets. The remainder is attributed to intangible assets, which is then 

apportioned between the company’s various intangibles.38 Thus, the fraction of market return 

associated with the IP asset in question is the value of that IP.39  

The royalty relief approach is most applicable in patent, franchise, or brand valuations.40 

This approach, however, has some drawbacks that are similar to the Market Approach.41 First, it 

can generate misleading results, wherein a theoretical royalty license may not be equivalent to 

the fair market value of an IP asset.42  

III. COST APPROACH 

The Cost Approach calculates what it would cost to recreate the IP asset in its present 

market position.43 This method for IP valuation is useful for very new or developing technology 

                                           
32 Wirtz, supra note 23. 
33 Id. 
34 Id. at 43. 
35 PWC, IP Valuation, Exploitation and Finance, supra note 9. 
36 Id. 
37 Wirtz, supra note 23. 
38 PWC, IP Valuation, Exploitation and Finance, supra note 9.  
39 Id.  
40 Id.  
41 Martin et al., Intellectual Property Valuation Techniques, supra note 28. 
42 PWC, IP Valuation, Exploitation and Finance, supra note 9.  
43 Valuation of IP—3 Basic Approaches Define Emerging Field, IP DEALS (July 2, 2009), 
http://ipdeals.wordpress.com/2009/07/02/valuation-of-ip-3-basic-approaches-define-emerging-field/ [hereinafter 
Valuation of IP].  

http://ipdeals.wordpress.com/2009/07/02/valuation-of-ip-3-basic-approaches-define-emerging-field/
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that has not yet generated any economic activity.44 Under the Cost Approach, IP can be assigned 

some value based off of its research and development costs combined with its perceived market 

utility.45 The Cost Approach can be used to calculate either the “reproduction cost” associated 

with research and development, or “replacement cost,” which focuses on the replacement value 

or utility of the IP asset.46 

In both cases, it is essential that the IP is given a present-day value.47 In determining the 

reproduction cost, only the expenditures required to recreate the IP or IP of similar utility in the 

present day should be factored. This includes current pricing and available knowledge that could 

be used to re-create the asset.48 Thus, even if the IP asset required $20 million to develop 

previously, but would currently only cost $10 million to create, the $10 million serves as the 

benchmark when calculating the asset’s value.  

When analyzing the replacement cost of an asset, obsolescence of the asset can become 

an issue. Recent improvements in the field can render aspects of the asset partially obsolete, 

devaluing the asset.49 Available substitutes serving a similar utility can also devalue the asset.  

The Cost Approach presents several difficulties. First, because it requires an analysis 

based on present value, it fails to capture expected future returns to the asset.50 Second, it is 

difficult to capture historical values, and the reproduction cost could be less than the costs 

involved in making the IP asset originally. Third, it could be rendered partially obsolete by 

present-day standards, which devalues the IP asset.  

Nonetheless, the Cost Approach is useful for situations where the IP asset does not 

directly generate a cash flow, such as software for internal use.51 It can also be used to serve as a 

reality check on an Income Approach valuation.52 A potential buyer presumably would not spend 

more on the asset than it would cost to create a replacement or use an existing alternative. 

 

 

 

                                           
44 David Drews, The Cost Approach to IP Valuation: Its Uses and Limitations, IP METRICS LLC 3 (Jan. 1, 2001), 
http://ipmetrics.net/Cost%20Approach.PDF.  
45 Id. at 1. 
46 Valuation of IP, supra note 43. 
47 Id. 
48 Drews, supra note 44. 
49 Id. 
50 Id. 
51 PWC, IP Valuation, Exploitation and Finance, supra note 9.  
52 Id. 

http://ipmetrics.net/Cost%20Approach.PDF


October IP Inn of Court 
PRICE IS RIGHT SKIT 

 
GAME SHOW STAGE: [Put up the “Price is Right” logo.  BOB stands 
onstage with his skinny microphone; JOHNNIE is off to the side or off-stage] 

 
BOB 

Welcome to the Price is Right, IP Edition! JOHNNIE, who are our players 
today? 

 
JOHNNIE 

(in cheesy host/announcer voice) 
For our first contestant…come on down SLANKET! 

 
SLANKET 

 (Runs down and does the Tiger fist pump – way too excited and out of place. 
Clearly taking this too seriously) 

 
BOB 

Hey there buddy, excited to be here today? 
 

SLANKET 
  All I do is win Bob, ready to crush everyone. I intend to dominate today. 

 
BOB 

(concerned quizzical look) 
  Alright…JOHNNIE, can we get our next contestant? 

 
JOHNNIE 

Our next “lucky?” (questioning inflection on the word “lucky”) contestant is 
the start-up, DOOJO! 

 
DOOJO 

(does a hipster / nonchalant strut down to the podiums) 
 



 
BOB 

Welcome to the show, can you tell me a bit about yourself? 
 

DOOJO 
I am just a normal guy/gal from the Valley, you may have heard of it: 
Silicon Valley. Yea, if you have heard of it you probably know my VC 
backers too…But man, that isn’t important, I am just trying to change the 
world for the better. 

 
SLANKET 

(Indignant stare and snort towards Doojo) 
 

BOB 
That is nice…Johnnie, can we get our third contestant for what is surely to 

 be an exciting show? 
 

JOHNNIE 
Sure thing Bob! LODSYS, come on down! 

 
LODSYS 

 (Casually walks down, with a greedy smile, dollar signs in their eyes) 
 

AUDIENCE 
Boooo! 

 
BOB 

Lodsys, seems you aren’t too popular to the crowd today, where are you 
from? 

 
LODSYS 

My offices are based in Marshall, Texas Bob. 
 

BOB  
How’s the weather there this time of the year? 



 
 
 

LODSYS 
No idea Bob, never been there….. Heeeeeyyyyy, that’s a nice microphone 
you have there, Bob.  You know, I’m pretty sure I have a patent that covers 
that exact same….you know, nevermind, I’ll just write you a letter….later… 

(evil laugh) 
 

BOB 
Okay… well that is nice. Johnnie, can we get our last contestant for today’s 
game? 

 
JOHNNIE 

Sure thing Bob! COME ON DOWN, DUDE! 
 

THE DUDE 
 (dressed in a bowling shirt and take after Jeff Bridges from the Big Lebowski, 

goes absolutely nuts, typical Price is Right contestant – jumping around 
screaming) 

 
BOB 

 Wow, you seem to be excited to be here. 
 

THE DUDE 
(very excited) 

Bob I love you, I have been watching you since I was a little boy, this is my 
dream come true, dude! 

 
BOB 

  Well we have everyone here – let’s see the first item up for bid today! 
 

JOHNNIE 
Today we have up for bidding the IP of Allstar Holdings… better known as 
SNUGGIE!!!! 



(models display IP) 
PATENTS: Today we have FIVE issued U.S. patents – two utility patents 
and three of the in vogue design patents. Also included in this package are 
four pending applications with priority dating back to 2007, you heard that 
right 2007! 
TRADEMARKS: But that isn’t all, we also have seven registered 
trademarks and three pending applications covering four expansive 
international class codes! 

 
BOB 

Wow, that is one amazing package the contestants will be bidding on! 
Contestant number one, Slanket, you’re up first! 

 
SLANKET 

I bid 15 million even, Bob. 
 

INTO THE HEAD: 
 

RONEN 
How did you come up with that number, Slanket? 

 
SLANKET 

Well, this Snuggie technology was really my idea. Everyone doubted my 
blanket with sleeves, until I showed up on QVC, and the market exploded! 
People just don’t understand genius when they see it, but they know how to 
steal it. Those slimy Snuggie guys tried to take it out from right under my 
nose, but I had the last laugh when Slanket ran them into the ground! Now, 
with these patents and their trademark, I can use their mistakes for my gain, 
and it should teach everyone a lesson not to mess with Slanket! 

 (gives a pointed look at Doojo) 
 

DOOJO 
(Continues to fiddle with headphones, gives a cool head-nod, which infuriates 

Slanket) 
 



RONEN 
I… see. So what are the patents worth to you? 

 
SLANKET 

The Snuggie manufacturing method patents could really give us the edge on 
the blanket making industry.  
 

[Look at clipboard] 
 

According to my engineers, it’d take us at about $12 million dollars over 
three years to develop a similar blanket technology. 
 

[Place the $12 million over three years in big bold letters on the Powerpoint 
screen] 
 

Half the time I am convinced these scientists are just making things up to 
justify their existence, but I’m pretty inclined to believe them in this case. I 
mean, just look at that Snuggie. It’s a blanket with arm-holes! It’s so 
advanced it’s almost beyond comprehension. It takes a genius to come up 
with something like that. I would know, seeing as how it was MY stolen 
idea. Frankly, I’m amazed we could even come up with a similar technology 
to make the process better in just three years. With this cost approach, we 
save $12 million over three years.  
 

[Put a green check by the $12 million over three years] 
 

In my experience, engineers always seem to exaggerate their budget – why, 
I’ve forced them to make perfectly working king-sized blanket technology 
for half the price and in ¼ of the time! 

 (Hold up a baby blanket or wash cloth) 
On the other hand, I don’t know if I can ever really recreate this technology 
in a non-infringing way, so I’m not sure this is a good number to work from. 
However, we will also generate income! 
 

[Put up “income approach” on the Powerpoint] 



My manufacturing experts tell me that with this Snuggie technology, we 
won’t need to sew up the holes in our blankets anymore during quality 
control. We can just sell holy blankets! Without that extra step, having this 
IP technology would save us over $3 million dollars over the next 5 years. 
That’s $15 million total! Since I can really see this technology sticking 
around for a while without any other disruptive technologies… 

 (pauses to sneer at Doojo) 
…I really think $15 million is a reasonable estimate. 
 

 [Put a green check next to $15 million] 
 

Those young up-starts over there… 
 (points at Doojo) 

 …have boasted of some disruptive technology that they have in the works… 
 

 [Put up “potential future obsolescence?” on the powerpoint or something 
similar] 
 

…but just look at that guy. I mean, what is he even wearing? He calls 
himself a professional? He looks more like a wannabe Unabomber.  He’s not 
even wearing a vest. Even if his technology somehow does make it to 
market, it probably won’t be for at least another ten years. I’m not too 
worried about HIS so-called cutting edge technology. 
 

[Cross-out or erase or bomb the “potential future obsolescence” phrase on the 
powerpoint presentation and remove it entirely from the screen] 

 
(Turns to look at the board) 

Wow, so far this technology has to be worth at least $15 million to us in 
manufacturing and income savings alone. 
 

 [Highlight the income approach] 
 

Plus, I’d have the satisfaction of putting those snarky up-starts in their place. 
 



RONEN 
  But what happens if you don’t purchase this IP portfolio? 

 
SLANKET 

(Turns to look at Lodsys) 
I suppose that the IP could end up in his hands. I’ve licensed similar 
technology from his type in the blanket-making industry before. It was 
always about $1 million over five years, so a total of $5 million in costs. 
 

[Put up $5 million in costs]  
 

That’s nothing compared to the $15 million in manufacturing savings. 
 

 [Make a small bubble or mouse indicating the $5 million in licensing fees, and a 
giant elephant indicating the $12 million savings on Powerpoint screen] 
 

Although we’d be relieved from paying $5 million in royalty fees… 
 

 [(ndicate relief from royalty] 
 

…the IP could actually cost far more to purchase. Licensing could actually 
be better for us. Still, this doesn’t guarantee exclusive licensing, and I really 
couldn’t stand the thought of those up-starts getting their grimy paws on this 
Snuggie technology. It could give them the wrong idea, like they were 
actually competitors, or that they came up with the idea! The nerve! No, no. 
I think we’ll have to purchase this outright. Plus, if the technology isn’t 
worth enough, the troll, I mean, Lodsys might not even purchase it, leaving 
it to those kids. 

(Turn to look at the up-start, trying to mask the distaste) 
And if the NPE doesn’t purchase the technology and it ends up in their 
hands...well, it’s unlikely that they’d license it to us. They have absolutely 
no experience with licensing in the past, and I don’t see them being 
sophisticated enough to figure it out now. Plus, I can’t stand to watch dreams 
get fulfilled. Nope, we need to crush them. Although the two other market 
transactions that resemble this IP average only $2.5 million, this is an 



objective standard. Subjectively, this IP is worth about $15 million to my 
company, and potentially more. I can’t see a loser like this actually coming 
up with a disruptive technology, and even if he was, he’s probably too much 
of a stoner to ever get it to market. I mean, is he wearing headphones right 
now? And what the heck is up with those shoes? I’m definitely not worried 
about devaluation.  Thus, subjectively, this IP is worth $15 million to my 
company. 

 
BACK TO THE GAME: 
 

BOB 
  Alright, Doojo, you’re up next. 

 
DOOJO 

  I’ll bid 9,999,999,  Bob. 
 

INTO THE HEAD: 
 

RONEN 
How did you come up with that bid amount, Doojo? 

 
DOOJO 

Well, I used two methods to put a dollar value on the portfolio. The first and 
preferred method for me was the Income Approach using the price premium 
methodology. This approach really emphasizes my main goal here – and that 
is quick market penetration. But it is never good to put all your eggs in one 
basket so I also considered the Market Approach. 

 
RONEN 

What kind of factors do you look at when using your Income Approach? 
 

DOOJO 
I estimated that the trademarks would allow me to get our products out there 
with a known name – allowing me to charge more, bringing in an additional 
two million over two years. The big Snuggie name also will allow me to 



grow my sales faster, resulting in eight million more in sales over those 
same two years. However, we also know our own proprietary product will 
come on line in the third year – cutting any benefit from this portfolio to 
zero in year three. Imagine this: it’s a normal Snuggie, but the sleeves… 

 (dramatic pause) 
  …are upside down! 

 (makes “mind blown” motion) 
Based on that valuation, this portfolio is worth ten million to my company 

. 
RONEN 

Okay – so what about your market approach? 
 

DOOJO 
For this approach our data points are much more limited. I know that a 
patent tro…I mean non practicing entity… 

 
LODSYS  

(tapping his fingers together and looking sinister) 
 

DOOJO 
…has bought similar IP in this space, but I don’t have any way to get at the 
financial details of that deal. The only real data we have are two transactions 
that are on the public database – they averaged 2.5 million. It is really hard 
to use this method here – we don’t know anything about the two private 
sales and the public sales – we have no idea how comparable the IP is. Are 
these patents weaker/stronger? What about the trademarks? Hard to directly 
compare with this information. So based on this limited knowledge – I could 
only value this portfolio at 2.5 million on this information. 

 
RONEN 

 (opportunity to tease out any more details – lecture on it) 
 

BACK TO THE GAME: 
 

BOB 



 Oh my! Those are two large bids – how about you, Lodsys? 
 

LODSYS 
Bob, I’ll bid 6.75 million even. 

 
INTO THE HEAD: 
 

RONEN 
  So how did you come to this number? 

 
LODSYS 

First things first, let me put on my thinking cap. 
 (Puts on troll hat) 

Alright, I used a couple of different methods – my first, and most important 
point: I want to make a loooot of money, but I reaaaaaally don’t want to do 
any work. So how much money can this portfolio make for me without me 
having to do things like “make” stuff or “use marketing” or “running a 
business”! I call it the income approach based on expected cash flows. 
Money makes the world go round, Ronen, and lets me buy expensive and 
cool toys. There are three main cash flows for my company – licenses, 
selling the portfolio, or -my personal favorite- suing someone in hopes of 
extort-…I mean amicably settling our dispute to give me a lot of money.  I 
have extensive experience licensing portfolios like this one so I know I can 
get at least one million over five years based on just licensing this IP. 
 
There is an outside chance that I could flip this portfolio for a profit, 
however, I really have no idea about the potential buyers or even the time 
frame. I mean, you actually need to be in “business” to know that sort of 
stuff, and what do I look like, a businessperson? Lastly, a couple years back 
I asserted a similar patent in the E.D of Texas, my “home” state… 

 (wink, wink) 
 …and hit the jackpot with an eight million dollar settlement. Got myself a 
new house with that one!  Don’t even remember where I bought it, but I’m 
sure it’s awesome. I racked up three million in legal fees, those grimy, 
money-grubbing vultures, so that netted me a cool five million. I’d really 



like to stick it to that smug, over competitive (and also cash flush) Slanket so 
he’s my first target. So based on the licensing and potential settlements, I 
valued this portfolio at ten million over five years. 

 
If I really want to do “research,” the other method I like to use is the tried 
and true market approach. I basically take all the relevant IP that has been 
sold on the market that I know of and average it. My company has done two 
similar deals on IP like this, one for eight million for this interesting new 
product called “kitten mittens”, and the other for 14 million for an 
underwater sleeping bag with a built in plasma screen TV. I also know of 
two public transactions that averaged 2.5 million. So over those four 
transactions, the average was 6.75 million. 
 
I am a little scared of using the five year projection since I know there is a 
start up trying to enter this market… 

 (shakes fist at Doojo) 
…that dirty hippy – that might disrupt my income stream on the first 
approach. I think both of the first two guys are on the high end of the 
valuation (especially the start up, if you know what I mean), so I am going to 
bid with my lower amount, since we know if you go over you lose! 

 
BACK TO THE GAME: 

BOB 
   Nice bid there!  And for our last contestant – what is your bid? 

 
THE DUDE 

 (stands there looking spaced out for a bit) 
 

BOB 
Is it Dude, or the Dude?  Dude?  Hello? 

 
THE DUDE 

Oh, it’s all good, man.  The Dude Abides. 
 

BOB 



Uh, yeah, I’m not really sure what that means.  What’s your bid, the Dude? 
 

THE DUDE 
My what? 

 
BOB 

What’s your bid for Snuggie’s patents and trademarks? 
 
 

THE DUDE 
Oh, yeah, Snuggies.  Righteous.  Gimme a sec… 

 
INTO THE HEAD: 

 
THE DUDE 

Man, I still remember that old Snuggies commercial.  It was like poetry… 
(singing) 

You wanna keep warm when you’re feeling chilled, 
but you don’t wanna raise your heating bill! 
Blankets are OK, but they can slip and slide. 
And when you need to reach for something, your hands are trapped inside! 
Now there’s the Snuggie! The blanket with sleeves! 

 
Man, so warm and yet so freeing!  No wonder it was the craze that swept the 
nation!  2008 was eons ago, but that Snuggies stuff still has gotta be worth 
something. 

 
RONEN 

So, Dude, what valuation method will you use to estimate worth? 
 

THE DUDE 
Huh? 

 
RONEN 



Well, you’ve got several methods for estimating the value of the intellectual 
property.  Each method has its pros and cons and each one can be used in 
different situations, either individually or combined.  There’s the Income 
Approach, the Market Approach and the Cost Approach, for starters. 

 
THE DUDE 

Huh?  Are you speaking English? 
 

RONEN 
(clears throat, tries to talk like The Dude) 

Dude, how much is that Snuggies stuff worth? 
 

THE DUDE 
Oh yeah… hmm… lemme check my sources of ultimate truth. 

(plays with dice) 
Maybe one of my special dice can tell me?  Five?  No, that doesn’t help. 
Maybe 100 special dice can tell me?  Um… ? Nope. 

(plays with Magic 8-Ball) 
What about a Magic 8 Ball?  Magic 8 Ball, is this Snuggies stuff worth 23 
million dollars?  “Ask again later.”  Okay. 

 (waits) 
 

RONEN 
Dude, you’re running out of time. 

 
THE DUDE 

Huh? Oh, damn, well, how much do I got in my pocket? 
(Pulls out some crap, including a little spice baggie, rubber chicken, etc. then… ) 

One dollar … okay, One dollar it is. 
 

BACK TO THE GAME: 
 

BOB 
The Dude?  You still with us? 

 



THE DUDE 
Yo. One dollar! 

 
BOB 

It took you that long to decide one dollar, dude? 
 

THE DUDE 
Duuude. 

 
 

BOB 
Okay, one dollar it is! 

 
DUDE 

These guys are crazy – you don’t even get a Snuggie. You aren’t getting 
anything tangible. How can you pay millions for something you can’t even 
hold in your hand??? 

 
BOB 

  There is always one…Johnnie, can’t you tell us what the actual value is? 
 

JOHNNIE 
Well, Bob, as it turns out, during our show some unfortunate things 
happened. 

 
BOB 

(surprised) 
Really?! 

 
JOHNNIE 

Yes, it seems during this show the patent owner was served with a complaint 
from George Lucas asserting patent infringement. He’s claiming the Snuggie 
patents infringe his patent, named “Comfortable Activewear for Jedi 
Knights”. 

 



BOB 
Well, that can’t be good. 

 
JOHNNIE 

There’s more! The pending applications were rejected by the PTO for “ultra-
obviously obviousness.” 
...That’s a statutory basis, apparently. 

 
BOB 

 So, Johnnie, who is the winner? What’s the portfolio value? 
 

JOHNNIE 
Considering the value of the portfolio under ANY method, and also 
considering the cost of defending these claims….everyone has overbid! 
There is no value! 

 
[CUE Price is Right “loser music”] 

 
BOB 

That certainly is a shame. Well, thank you for tuning in, everyone. 
………..And please remember to help control the pet population; have your 
pets spayed or neutered. 

 
 
 

THE END 
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